BHAROSA APNO KA

Ref/No/HDFCAMC/SE/2021-22/32 Date- June 22, 2021
National Stock Exchange of India Limited BSE Limited
Exchange Plaza, Plot C/1, Block G, Sir PJ Towers,
Bandra Kurla Complex, Bandra (East), Dalal Street,
Mumbai — 400051. Mumbai — 400001.
Kind Attn: Head — Listing Department Kind Attn: Sr. General Manager — DCS Listing
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Dear Sir/Madam,

Sub: Notice of the 22™ Annual General Meeting (AGM) and Annual Report 2020-21

Pursuant to Regulations 30 and 34 of SEBI (Listing Obligations and Disclosure Requirements) Regulations,
2015, please find enclosed herewith Notice of the 22™ AGM and the Annual Report for the financial year
2020-21 for your information and records. In compliance with relevant circulars issued by Ministry of
Corporate Affairs and the Securities and Exchange Board of India, the Notice of the AGM along with the
Annual Report are sent only by email to those Members whose email addresses are registered with the
Company / Depository Participant(s). Additionally, the Notice of the AGM and the Annual Report are also
being uploaded on the website of the Company at www.hdfcfund.com.

Further, in terms of Section 108 of the Companies Act, 2013 and Rule 20 of the Companies (Management &
Administration) Rules, 2014 (as amended), the Company has fixed July 09, 2021 as the cut-off date to
determine the eligibility of the members to cast their vote through remote e-Voting or through e-Voting during
the AGM scheduled to be held on Friday, July 16, 2021 at 3.00 p.m. (IST) through Video Conferencing / Other
Audio Visual Means.

This is for your information and records.
Thanking you,

Yours faithfully,

For HDFC Asset Management Company Limited
SLYVIA
GREGORY
FURTADO

Sylvia Furtado

Company Secretary

Encl: a/a
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NOTICE

Notice

HDFC Asset Management Company Limited
CIN: L65991MH1999PLC123027
Regd. Office: "HDFC House", 2nd Floor, H.T. Parekh Marg, 165-166, Backbay Reclamation, Churchgate, Mumbai—400 020.
Website: www.hdfcfund.com; E-mail: shareholders.relations@hdfcfund.com; Tel: +91(22)6631 6333; Fax: +91(22)6658 0203.

Notice is hereby given that the Twenty-Second Annual
General Meeting of the Members of HDFC Asset
Management Company Limited (“the Company”) will be
held on Friday, July 16, 2021, at 3.00 p.m. (IST) through Video
Conferencing ("VC") / Other Audio Visual Means ("OAVM"), to
transact the following business:

ORDINARY BUSINESS:

Item No. 1: Adoption of financial statements

To receive, consider and adopt the audited financial
statements of the Company for the financial year ended
March 31,2021 and the Reports of the Board of Directors and
Auditors thereon.

Item No. 2: Declaration of Dividend

Todeclareadividend of ¥34/- per equity share for the financial
year ended March 31, 2021.

Item No. 3: Re-appointment of Mr Keki Mistry

To appoint a director in place of Mr Keki Mistry
(DIN: 00008886), who retires by rotation and being eligible,
seeks re-appointment.

Item No. 4: Re-appointment of Ms Renu Karnad

To appoint a director in place of Ms Renu Karnad
(DIN: 00008064), who retires by rotation and being eligible,
seeks re-appointment.

SPECIAL BUSINESS:

Item No. 5: Approval for appointment of Mr Rushad
Abadan as Non-Executive Non-Independent Director

To consider andifthought fit, to pass the following resolution
as an Ordinary Resolution:

“RESOLVED THAT pursuant to the provisions of Section 152
and other applicable provisions, if any, of the Companies Act,
2013 ("the Act”) and the Rules made thereunder, SEBI (Listing
Obligations and Disclosure Requirements) Regulations,
2015, SEBI (Mutual Funds) Regulations, 1996 (including any

statutory modification(s) or re-enactment(s) thereof for the
time being in force), Mr Rushad Abadan (DIN: 08035538) who
was appointed by the Board of Directors as an Additional
(Non-Executive Non-Independent) Director with effect
from January 21, 2021 and who holds office up to the date
of this Annual General Meeting in terms of Section 161(1)
of the Act and Article 130 of the Articles of Association of
the Company and being eligible for appointment, and in
respect of whom the Company has received a notice in
writing from a member of the Company under Section 160 of
the Act proposing his candidature for the office of Director
of the Company, be and is hereby appointed as a Director
(Non-Executive Non-Independent) of the Company, liable
to retire by rotation.”

Item No. 6: Approval for re-appointment of Mr Milind Barve
as Managing Director of the Company for a period effective
from February 1, 2021 up to February 15, 2021

To consider andifthought fit, to pass the following resolution
as an Ordinary Resolution:

"RESOLVED THAT pursuant to the recommendation of
Nomination & Remuneration Committee and approval of the
Board of Directors of the Company, andinaccordance withthe
provisions of Sections 196, 197, 198, 203 read with Schedule V
and other applicable provisions, if any, of the Companies Act,
2013, and the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014, (including any statutory
modification(s) or re-enactment(s) thereof for the time
beingin force), the consent of the members of the Company
be and is hereby accorded to the re-appointment of Mr
Milind Barve (DIN: 00087839) as the Managing Director of
the Company, not liable to retire by rotation, for a period
effective from February 1, 2021 up to February 15, 2021 on
the terms and conditionsincludingremunerationas setoutin
the Explanatory Statement annexed to this Notice convening
this meeting.”

“RESOLVED FURTHER THAT the Board of Directors and/or
the Nomination & Remuneration Committee be andis hereby
authorised to do all such acts, deeds, matters and things as
it may in its absolute discretion deem necessary, proper or
desirable, including obtaining any approvals — statutory,
contractual or otherwise, inrelation to the above and execute
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allsuchagreements, documents, instruments and writings as
may berequiredandto delegate all or any of its powers herein
conferred to any Committee of Directors or Director(s) to
give effect to the aforesaid resolution.”

Item No. 7: Approval for appointment of Mr Navneet
Munot as the Managing Director & Chief Executive
Officer of the Company

To considerandifthoughtfit, to pass the followingresolutions
as an Ordinary Resolution:

"RESOLVED THAT pursuant to the provisions of Section 152
and other applicable provisions, if any, of the Companies Act,
2013 (“the Act”),and the Rules made thereunder, SEBI (Listing
Obligations and Disclosure Requirements) Regulations,
2015, SEBI (Mutual Funds) Regulations, 1996 (including any
statutory modification(s) or re-enactment(s) thereof for the
time being in force), Mr Navneet Munot (DIN: 05247228) who
was appointed by the Board of Directors as an Additional
Director with effect from February 16, 2021 and who holds
office up to the date of this Annual General Meeting ("AGM")
in terms of Section 161(1) of the Act and Article 130 of the
Articles of Association of the Company and being eligible
for appointment, and in respect of whom the Company has
received a notice in writing from a member of the Company
under Section 160 of the Act proposing his candidature
for the office of Director of the Company, be and is hereby
appointed as a Director of the Company.”

"RESOLVED FURTHER THAT pursuant to the
recommendation of Nomination & Remuneration
Committee and approval of the Board of Directors of the
Company, and in accordance with the provisions of Sections
196, 197, 198, 203 read with Schedule V and other applicable
provisions, ifany, of the Actand the Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014,
(including any statutory modification(s) or re-enactment(s)
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thereof for the time being in force), the consent of the
members of the Company be and is hereby accorded to
the appointment of Mr Navneet Munot (DIN: 05247228)
as the Managing Director & Chief Executive Officer of
the Company, not liable to retire by rotation, for a period
effective from February 16, 2021 up to June 30, 2024 on the
terms and conditions including remuneration as set out in
the Explanatory Statement annexed to this Notice convening
this meeting with the authority to the Board of Directors
and/or the Nomination & Remuneration Committee, to alter
and/or vary the terms and conditions of the said appointment
and/ orenhance, enlarge, alter or vary the scope and quantum
of remuneration, perquisites, allowances, benefits and
amenities payable to him in accordance with the provisions
of the Companies Act, 2013 and the rules made thereunder
(including any statutory amendments or modification(s) or
re-enactment(s) thereof, for the time being in force) and any
other applicable laws."”

“RESOLVED FURTHER THAT the Board of Directors and/
or the Nomination & Remuneration Committee be and is
hereby authorised to do all such acts, deeds, matters and
things as it may in its absolute discretion deem necessary,
proper or desirable, including obtaining any approvals -
statutory, contractual or otherwise, in relation to the above
and execute all such agreements, documents, instruments
and writings as may be required and to delegate all or any of
its powers herein conferred to any Committee of Directors or
Director(s) to give effect to the aforesaid resolution.”

BY ORDER OF THE BOARD
For HDFC Asset Management Company Limited

Sylvia Furtado
Company Secretary

Mumbeai, April 27,2021 Membership No. A17976



NOTICE

NOTES:

1.

In view of the continuing COVID-19 pandemic,
the Ministry of Corporate Affairs (“MCA") has
allowed the Company to conduct Annual General
Meeting through video conferencing (“VC")
or other audio-visual means (“OAVM"). In this
regard, MCA issued Circular No. 14/2020 dated
April 8, 2020, Circular No.17/2020 dated April 13,
2020, Circular No.20/2020 dated May 5, 2020 and
Circular No.02/2021 dated January 13, 2021 (“MCA
Circulars”), prescribing the procedure and manner
of conducting the Annual General Meeting through
VC/ OAVM. Further, the Securities and Exchange
Board of India (“SEBI"”) also vide its Circular No. SEBI/
HO/CFD/CMD1/CIR/P/2020/79 dated May 12, 2020
and Circular No. SEBI/HO/CFD/CMD2/CIR/P/2021/11
dated January 15, 2021 (“SEBI Circulars”) has
provided certain relaxations from compliance with
certain provisions of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (“Listing
Regulations”) due to the COVID-19 pandemic. In
compliance with the applicable provisions of the
Companies Act 2013 (“Act”), MCA Circulars and SEBI
Circulars / Listing Regulations and keeping in view
with Government advisories on COVID-19, the Board
of Directors has approved conducting of the 22nd
Annual General Meeting (AGM) of the Company
through VC / OAVM.

As the AGM shall be conducted through VC / OAVM, the
facility for appointment of Proxy by the Members is not
available for this AGM and hence the Proxy Form and
Attendance Slip are not annexed to this Notice.

An Explanatory Statement pursuant to Section 102 of
the Act setting out material facts relating to business
under item numbers 5 to 7 to be transacted at the
meeting, isannexed hereto and forms part of this Notice.

Information with regard to Mr Keki Mistry, Ms Renu
Karnad, Mr Rushad Abadan, Mr Milind Barve and
Mr Navneet Munot as stipulated under the Listing
Regulations and the applicable Secretarial Standard(s),
is annexed hereto. Requisite declarations have been
received from the Directors seeking their appointment
/ re-appointment.

In terms of provisions of Section 107 of the Act, the
resolutions as set outin the notice are being conducted
through e-voting, and therefore the said resolutions will
not be decided on a show of hands at the AGM.

Members attendingthe AGMthrough VC/ OAVMshallbe
counted forthe purpose of reckoning the quorum under
Section 103 of the Act.

A dividend of ¥ 34/- per equity share has been
recommended by the Board of Directors for the financial

10.

11.

12.

13.

14.

yearended March 31,2021, subject tothe approval of the
members at this Meeting. The Register of Members and
Share Transfer Books of the Company willremain closed
from Thursday, July 1, 2021 to Friday, July 16,2021 (both
days inclusive) for determining the entitlement of the
members to the dividend, for financial year ended March
31,2021.

Members holding shares in physical form are
requested to note that except in case of transmission
or transposition of securities, requests for effecting
transfer of securities shall not be processed unless
the securities are held in dematerialised form with a
depository. Members holding shares in physical form
are requested to dematerialise their holdings at the
earliest as it will not be possible to transfer shares held
in physical form.

Members holding shares in physical form are requested
to promptly notify in writingany change in their address,
details relating to nomination, e-mail address, mobile
number etc. to M/s. KFin Technologies Private Limited
(Formerly known as Karvy Fintech Private Limited),
Registrar and Share Transfer Agent ("KFintech”).

Members holding shares in electronic form are
requested to provide their e-mail address, mobile
number and bank details to their Depository
Participant(s) (DP), in case the same are not updated.

In terms of the Circular No. SEBI/HO/MIRSD/DOP1/
CIR/P/2018/73 dated April 20, 2018 issued by SEBI and
as amended, the Members are requested to update
their PAN and bank account details with KFintech (in
case of physical holding) and with the DP (in case of
dematerialised holding).

Dividend as recommended by the Board of Directors,
if declared at the AGM, shall be dispatched / remitted
commencing from the day after the AGM i.e. July 17,
2021.

Members holding shares in demat form are hereby
informed that bank particulars registered with their
respective Depository Participants, with whom they
maintain their demat accounts, will be used by the
Company for the payment of dividend. The Company
or KFintech cannot act on any request received directly
from the Members holding shares in demat form for any
change or updation of bank particulars. Such changes/
updation are to be intimated only to the Depository
Participant(s) of the Members.

Members holding shares in physical form are requested
to intimate any change or updation of bank mandate to
KFintech immediately by sending a request on E-mail
at einward.ris@kfintech.com. In case, the Company is
unable to pay the dividend to any shareholder by the
electronic mode, due to non-availability of the details
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15.

16.

17.

18.

4

of the bank account, the Company shall dispatch the
dividend warrant / demand drafts to such shareholders.

Pursuant to Finance Act, 2020, dividend income will be
taxable in the hands of shareholders w.e.f. April 1, 2020
and the Company is required to deduct tax at source
from dividend paid to shareholders at the prescribed
rates. For detailed information onthe same, please refer
the Company’s website at https://www.hdfcfund.com/

about-us/governance/dividend

Pursuant to the provisions of Sections 124 and 125
of the Act, there is no amount of Dividend remaining
unclaimed/ unpaid for a period of seven (7) years and/
or unclaimed Equity Shares which are required to be
transferred to the Investor Education and Protection
Fund (IEPF).

Pursuant to Section 72 of the Act, Members who hold
shares in the physical form can nominate a person in
respect of all the shares held by them singly or jointly.
Members who hold shares in single name are advised, in
their own interest, to avail of the nomination facility by
filling form SH-13.

Members holding shares in the dematerialised form are
also advised to contact their Depository Participant for
recording the nominationin respect of their holdings.

All documents, transmission, transposition,
dematerialisation requests and other communications
in relation thereto should be addressed directly to the
Company's Registrar & Share Transfer Agent, KFintech
at the address mentioned below:

KFin Technologies Private Limited

(Formerly Karvy Fintech Private Limited)

Unit: HDFC Asset Management Company Limited

Selenium Tower B, Plot 31-32,

Financial District, Nanakramguda,

Serilingampally Mandal,

Hyderabad - 500032, Telangana

Toll Free No.: 1800-309-4001

E-mail: einward.ris@kfintech.com

Website: https://www.kfintech.com or
https://ris.kfintech.com/

Members are requested to note that, KFintech has
launched a mobile application - KPRISM and a website
https://kprism.kfintech.com/ for our members.
Now, Members can download the mobile app and see
portfolios serviced by KFintech, check dividend status,
request for annual reports, change of address, change/
update Bank mandate and download standard forms.
The android mobile application can be downloaded from
Play Store by searching for "KPRISM".

YOUR TRUST. OUR BENCHMARK.

19.

20.

21.

22.

23.

Pursuant to the provisions of the Listing Regulations,
the Company is maintaining an E-mail ID, shareholders.
relations@hdfcfund.com exclusively for prompt
redressal of members/ investors grievances.

In compliance with the aforesaid MCA Circulars and
SEBIcirculars, Notices of the AGM along with the Annual
Report 2020-21 are being sent only through electronic
mode to those Members whose E-mail addresses are
registered with the Company/Depositories. Members
may note that the Notice and Annual Report 2020-21
will also be available on the Company's website
www.hdfcfund.com, websites of the Stock Exchanges
i.e. BSE Limited and National Stock Exchange of India
Limited at www.bseindia.com and www.nseindia.com,
respectively, and on the website of KFintech at https://

evoting.kfintech.com/

Statutory Registers, certificate from Auditors of the
Company certifying that the ESOP Schemes of the
Company are beingimplementedinaccordance with the
SEBI (Share Based Employee Benefits) Regulations, 2014
and all the documents referred to in the accompanying
Notice and Explanatory Statement shall be available for
inspection through electronic mode, basis the request
being sent on shareholders.relations@hdfcfund.com.

Since the AGM will be held through VC / OAVM means,
the Route Map is not annexed in this Notice. The
Registered Office of the Company will be deemed to be
the venue of the AGM. Pursuant to Regulation 44(6) of
SEBI Listing Regulations, the Company shall provide live
webcast of proceedings of AGM from 3.00 p.m. onwards
on July 16, 2021. Members can view the proceedings of
AGM by logging on to the e-voting website of KFintech
at https://emeetings.kfintech.com/ using their remote
e-voting credentials, where the E-voting Event Number
("EVEN") of Company will be displayed.

Instructions for E-voting and joining AGM through
VC/ OAVM:

Pursuant to the provisions of Section 108 of the Act
read with Rule 20 of the Companies (Management
and Administration) Rules, 2014, as amended and the
provisions of Regulation 44 of the Listing Regulations,
the Company is pleased to provide the e-voting facility
toits Members to cast their vote electronically through
the e-voting services provided by KFintech on all
resolutions set forth in this Notice.

Theremote e-voting period willcommence at 10.00a.m.
onJuly 12,2021 andwillendat5.00 p.m.on July 15,2021.

The Company has appointed Mr Surjan Singh Rauthan
(C.P. 3233) Proprietor of S. S. Rauthan & Associates,
Practicing Company Secretariestoactasthe Scrutiniser,
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to scrutinize the entire e-voting process at the AGM and
remote e-votingin a fair and transparent manner.

The Members desiring to vote through remote e-voting
are requested to refer to the detailed procedure given
hereinafter.

PROCEDURE FOR REMOTE E-VOTING

In compliance with the provisions of Section 108 of the
Act read with Rule 20 of the Companies (Management
and Administration) Rules, 2014, as amended from time
to time, Regulation 44 of the Listing Regulations and
in terms of SEBI vide circular no. SEBI/HO/CFD/CMD/
CIR/P/2020/242 dated December 9, 2020 in relation
to e-Voting Facility Provided by Listed Entities, the
Members are provided with the facility to cast their vote
electronically, through the e-Voting services provided
by KFintech, onalltheresolutions set forthinthis Notice.
The instructions for e-Voting are given herein below.

Pursuant to SEBI circular no. SEBI/HO/CFD/CMD/
CIR/P/2020/242 dated December 9, 2020 on “e-Voting
facility provided by Listed Companies”, e-Voting process
has been enabled to all the individual demat account
holders, by way of single login credential, through their
demataccounts/websites of Depositories/ DPsin order
toincrease the efficiency of the voting process.

Individual demat account holders would be able to
cast their vote without having to register again with
the e-Voting service provider (ESP) thereby not only
facilitating seamless authentication but also ease
and convenience of participating in e-Voting process.
Shareholders are advised to update their mobile number
and e-mail ID with their DPs to access e-Voting facility.

Details on Step 1 are mentioned below:

vi.

vii.

viii.

The remote e-Voting period commences on July 12,
2021 at10a.m.

The voting rights of Members shall be in proportion to
their shares in the paid-up equity share capital of the
Company as on the cut-off date.

Any person holding shares in physical form and
non-individual shareholders, who acquires shares of
the Company and becomes a Member of the Company
after sending of the Notice and holding shares as of the
cut-off date, may obtain the login ID and password by
sending a request at evoting@kfintech.com. However,
ifhe /sheisalready registered with KFintech for remote
e-Voting then he /she can use his / her existing User ID
and password for casting the vote.

In case of Individual Shareholders holding shares in
demat mode and who acquires shares of the Company
and becomes a Member of the Company after sending of
the Notice and holding shares as of the cut-off date may
follow steps mentioned below under “Login method for
remote e-VotingandjoiningvirtualmeetingforIndividual
shareholders holding securities in demat mode".

The details of the process and manner for remote
e-Voting are explained herein below:

Step 1: Access to Depositories e-Voting systemin case
of individual shareholders.

Step 2: Access to KFintech e-Voting system in case
physical and non-individual shareholders.

Step 3: Access to join AGM of the Company through VC
/ OAVM on KFintech e-Voting System and casting vote
during the meeting.

Login method for remote e-Voting for Individual shareholders holding securities in demat mode.

Type of shareholders

Login Method

Individual Shareholders holding 1.
securities in demat mode

Visit URL: https://eservices.nsdl.com

with NSDL

User already registered for IDeAS facility:

Il.  Click on the “Beneficial Owner" icon under “Login” under 'IDeAS’ section.

lll.  Onthe new page, enter User ID and Password. Post successful authentication, click on "Access to

e-Voting”

IV.  Click on company name or e-Voting service provider and you will be re-directed to e-Voting service
provider website for casting the vote during the remote e-Voting period.

2. Usernotregistered for IDeAS e-Services

I. Toregister click on link: https://eservices.nsdl.com

Il.  Select “Register Online for IDeAS" or click at https://eservices.nsdl.com/SecureWeb/IdeasDirectReg.jsp

Ill.  Proceed with completing the required fields.

IV.  Follow steps givenin point 1.
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Type of shareholders Login Method

3. Alternatively by directly accessing the e-Voting website of NSDL
I. Open URL: https:/www.evoting.nsdl.com/

Il.  Click on the icon “"Login” which is available under ‘Shareholder/Member’ section.

lIl. A new screen will open. You will have to enter your User ID (i.e. your sixteen digit demat account number
held with NSDL), Password / OTP and a Verification Code as shown on the screen.

IV.  Post successful authentication, you will be requested to select the name of the Company and the
e-Voting Service Provider name, i.e. KFintech.

V.  Onsuccessful selection, you will be redirected to KFintech e-Voting page for casting your vote during the
remote e-Voting period.

Individual Shareholders holding 1.  Existing user who have opted for Easi / Easiest
securities in demat mode I

Visit URL: https://web.cdslindia.com/myeasi/home/login or URL: www.cdslindia.com
with CDSL

Il.  Click on New System Myeasi

Ill.  Login with your registered user id and password.

IV.  The user will see the e-Voting Menu. The Menu will have links of ESP i.e. KFintech e-Voting portal.
V.  Click on e-Voting service provider name to cast your vote.

2. Usernotregistered for Easi/Easiest

. Option to register is available at https:/web.cdslindia.com/myeasi/Registration/EasiRegistration

Il.  Proceed with completing the required fields.

lll.  Follow the steps givenin point 1

3. Alternatively, by directly accessing the e-Voting website of CDSL
I.  Visit URL: www.cdslindia.com

Il.  Provide your Demat Account Number and PAN No.

Ill.  System will authenticate user by sending OTP on registered Mobile & E-mail as recorded in the demat
Account.

IV.  After successful authentication, user will be provided links for the respective ESP, i.e. KFintech where the
e- Votingis in progress.

Individual Shareholder login I. Youcan also login using the login credentials of your demat account through your DP registered with
through their demat accounts/ NSDL /CDSL for e-Voting facility.
Website of Depository 1.

Once logged-in, you will be able to see e-Voting option. Once you click on e-Voting option, you will be
Participant

redirected to NSDL / CDSL Depository website after successful authentication, wherein you can see
e-Voting feature.

Ill.  Click on options available against company name or e-Voting service provider — KFintech and you will

be redirected to e-Voting website of KFintech for casting your vote during the remote e-Voting period
without any further authentication.

Important note: Members who areunabletoretrieve UserID / Password are advised to use Forgot user ID and Forgot Password
option available at respective websites.

Helpdesk for Individual Shareholders holding securities in demat mode for any technical issues related to login through
Depositoryi.e. NSDL and CDSL.

Login type Helpdesk details
Securities held with NSDL Please contact NSDL helpdesk by sending a request at evoting@nsdl.co.in or call at toll free no.: 1800 1020 990 or
180022 44 30

Securities held with CDSL Please contact CDSL helpdesk by sending a request at helpdesk.evoting@cdslindia.com or contact at
022-23058738 or 022-23058542-43
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Details on Step 2 are mentioned below:

Login method for e-Voting for shareholders other than
Individual shareholders holding securitiesindemat mode
and shareholders holding securities in physical mode.

(A) Members whose E-mail IDs are registered with the
Company/Depository Participant(s), will receive an
E-mail from KFintech which will include details of
E-Voting Event Number (EVEN), USER ID and password.
Members are requested to follow the following process:

i. Launchinternet browser by typingthe URL: https://
emeetings.kfintech.com/

ii. Enter the login credentials (i.e. User ID and
password). In case of physical folio, User ID will be
EVEN (E-Voting Event Number) xxxx, followed by
folionumber. In case of Demat account, User ID will
be your DP ID and Client ID. However, if you have
already registered with KFintech for e-voting, you
can use your existing User ID and password for
casting the vote.

iii. After entering these details appropriately, click on
“LOGIN".

iv.  Youwillnow reach password change Menu wherein
you are required to mandatorily change your
password. The new password should comprise
minimum 8 characters with atleast one upper case
(A-Z), one lower case (a—z), one numeric value (0-9)
and a special character (@,#,$, etc.). The system
will prompt you to change your password and
update your contact details like mobile number,
E-mail ID etc. on first login. You may also enter
a secret question and answer of your choice to
retrieve your password in case you forget it. It is
strongly recommended that you do not share your
password with any other person and that you take
utmost care to keep your password confidential.

v. Youneedtologinagain with the new credentials.

vi. Onsuccessfullogin, the system will prompt you to
select the "EVEN" i.e. "HDFC Asset Management
Company Limited - AGM" and click on “Submit”

vii. On the voting page, enter the number of shares
(which represents the number of votes) as on
the Cut-off Date under "FOR/AGAINST" or
alternatively, you may partially enter any number
in "FOR" and partially "AGAINST" but the total
number in “FOR/AGAINST" taken together shall
not exceed your total shareholding as mentioned
herein above. You may also choose the option
ABSTAIN. If the Member does not indicate either
“FOR" or "AGAINST" it willbe treated as "ABSTAIN"
and the shares held will not be counted under
either head.

(B)

viii. Members holding multiple folios/demat accounts
shallchoose the voting process separately for each
folio/demat account.

ix. Voting has to be done for each item of the notice
separately. In case you do not desire to cast
your vote on any specific item, it will be treated
as abstained.

x. You may then cast your vote by selecting an
appropriate option and click on “Submit”.

xi. A confirmation box will be displayed. Click "OK" to
confirm else "CANCEL" to modify. Once you have
voted on the resolution (s), you will not be allowed
to modify your vote. During the voting period,
Members can login any number of times till they
have voted on the Resolution(s).

xii. Corporate/Institutional Members (i.e. other
than Individuals, HUF, NRI etc.) are required to
send scanned certified true copy (PDF Format)
of the Board Resolution/Authority Letter etc.,
authorising its representative to attend the AGM
throughVC/OAVMonitsbehalfandto castits vote
through remote e-voting together with attested
specimen signature(s) of the duly authorised
representative(s), to the Scrutiniser at e-mail ID
ssrauthan@ssrgroupindia.in with a copy marked
to evoting@kfintech.com. The scanned image of
the abovementioned documents should be in the
naming format “Corporate Name Even No."

Members whose E-mail IDs are not registered with the
Company/Depository Participant(s), and consequently
the Annual Report, Notice of AGM and e-voting
instructions cannot be serviced, may temporarily get
their E-mail address and mobile number provided with
KFintech, by accessingthelink: https://ris.kfintech.com/

clientservices/mobilereg/mobileemailreg.aspx

Members are requested to follow the process as guided
to capture the E-mail address and mobile number
for sending the soft copy of the notice and e-voting
instructions along with the User ID and Password. In
case of any queries, member may write to einward.ris@
kfintech.com.

Alternatively, member may send an e-mailrequestatthe
E-mail id einward.ris@kfintech.com along with scanned
copy of the signed copy of the request letter providing
the E-mail address, mobile number, self-attested PAN
copy and Client Master copy in case of electronic folio
and copy of share certificate in case of physical folio
for sending the Annual report, Notice of AGM and the
e-votinginstructions.

After receiving the e-voting instructions, please follow
all steps above to cast your vote by electronic means.
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Details on Step 3 are mentioned below:

Instructions for all the shareholders for attending the
AGM of the Company through VC / OAVM and e-Voting
during the meeting.

Vi.

vii.

8

Member will be provided with a facility to attend the
AGM through VC/ OAVM platform provided by KFintech.
Members may access the same at https://emeetings.
kfintech.com/ by using the e-voting login credentials
provided in the E-mail received from the Company/
KFintech. Afterloggingin, click onthe Video Conference
tab and select the EVEN of the Company. Click on the
video symbol and accept the meeting etiquettes to
join the meeting. Please note that the members who
do not have the User ID and Password for e-Voting or
have forgotten the User ID and Password may retrieve
the same by following the remote e-Votinginstructions
mentioned above.

Facility for joining AGM though VC/ OAVM shall open
at least 30 minutes before the commencement of
the Meeting.

Members are encouraged to join the Meeting through
Laptops/Desktops with Google Chrome (preferred
browser), Safari, Internet Explorer, Microsoft Edge,
Mozilla Firefox 22.

Members willbe required to grantaccess to the webcam
to enable VC / OAVM. Further, Members connecting
from Mobile Devices or Tablets or through Laptop
connecting via Mobile Hotspot may experience Audio/
Videoloss due to fluctuationintheir respective network.
Itis therefore recommended to use Stable Wi-Fior LAN
Connection to mitigate any kind of aforesaid glitches.

As the AGM is being conducted through VC / OAVM,
for the smooth conduct of proceedings of the AGM,
Members are encouraged to express their views / send
their queries in advance mentioning their name, demat
account number /folio number, E-mailid, mobile number
at shareholders.relations@hdfcfund.com. Questions /
queries received by the Company till Friday, July 9, 2021,
shallonly be considered and responded during the AGM.

The Members who have not cast their vote through
remote e-voting shall be eligible to cast their vote
through e-voting system available during the AGM.
E-voting during the AGM is integrated with the VC /
OAVM platform. The Members may click on the voting
icon displayed on the screen to cast their votes.

A Member can opt for only single mode of voting i.e.,
through Remote e-voting or voting at the AGM. If a
Member casts votes by both modes, then voting done
through Remote e-voting shall prevail and vote at the
AGM shall be treated as invalid.
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viii. Facility of joining the AGM through VC / OAVM shall be

available for atleast 2000 members on first come first
served basis.

Institutional Members are encouraged to attend and
vote at the AGM through VC / OAVM.

OTHERINSTRUCTIONS

Speaker Registration: The Members who wish to
speak during the meeting may register themselves as
speakers for the AGM to express their views. They can
visit https://emeetings.kfintech.com and login through
the user id and password provided in the mail received
from KFintech. On successful login, select ‘Speaker
Registration’ which willopen during the remote e-voting
period. The Company reserves the right to restrict the
speakers at the AGM to only those Members who have
registered themselves, depending on the availability of
time for the AGM.

In case of any query and/or grievance, in respect of
voting by electronic means, Members may refer to the
Help & Frequently Asked Questions (FAQs) and E-voting
user manual available at the download section of https://
evoting.kfintech.com (KFintech Website) or write to
evoting@kfintech.com or call KFintech's toll free no.
1-800-3094-001 for any further clarifications.

The Members, whose names appear in the Register of
Members / list of Beneficial Owners as on Friday, July
9, 2021, being the cut-off date, are entitled to vote on
the Resolutions set forth in this Notice. A person who
is not a Member as on the cut-off date should treat this
Notice for information purposes only. Once the vote on
aresolution(s) is cast by the Member, the Member shall
not be allowed to change it subsequently.

In case a person has become a Member of the Company
after dispatch of AGM Notice but on or before the cut-off
date for E-voting, he/she may obtain the User ID and
Password in the manner as mentioned below:

i. If the mobile number of the member is registered
against Folio No./ DP ID Client ID, the member
may send SMS: MYEPWD <space> E-Voting Event
Number+Folio No.or DPID Client ID t0 9212993399

1. Example for NSDL:

2 MYEPWD <SPACE>IN12345612345678
3 Example for CDSL:

4. MYEPWD <SPACE> 1402345612345678
5. Example for Physical:
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ii. Ife-mailaddress or mobile number of the member
isregistered against FolioNo./DPID Client D, then
onthehome page of https://evoting.kfintech.com/,
the member may click “Forgot Password” and enter
Folio No. or DP ID Client ID and PAN to generate a
password.

iii. Memberswho mayrequireany technicalassistance
or supportbefore or duringthe AGM arerequested
to contact KFintech at toll free number 1-800-309-
4001 or write to them at evoting@kfintech.com.

The results of the electronic voting shall be declared to
the Stock Exchanges after the AGM. The results along
with the Scrutiniser’'s Report, shallalso be placed onthe
website of the Company.

EXPLANATORY STATEMENT UNDER SECTION 102(1)
OF THE COMPANIES ACT, 2013

ITEMNO.5

Pursuant to the provisions of Section 161 of the Companies
Act, 2013 (the Act) and the Articles of the Association of
the Company, the Board of Directors of the Company, on
the recommendation of the Nomination & Remuneration
Committee hasappointed MrRushad Abadan (DIN:08035538)
as an Additional (Non-Executive Non-Independent) Director
with effect from January 21, 2021 to hold such office up to
the date of the ensuing AGM and is eligible for appointment
as Director.

Mr Rushad Abadan has been nominated by Standard Life
Investments Limited (SLI), one of the Promoters of the
Company. The profile and other details of Mr Abadan are set
outinthe Annexure tothe Notice. The Board of Directors also
considers that based on his varied experience, his association
would be ofimmense benefit to the Company. It is therefore
proposed to appoint Mr Rushad Abadan as a Non-Executive
Non-Independent Director onthe Board of the Company. He
shall be liable to retire by rotation.

The Company has received from Mr Abadan (i) consent in
writing to act as Director in Form DIR-2 pursuant to Rule 8 of
the Companies (Appointment and Qualification of Directors)
Rules, 2014 and (ii) intimation in Form DIR-8 pursuant to the
Companies (Appointment and Qualification of Directors)
Rules,2014, to the effect that he is not disqualified under
Section 164(2) of the Act. The Company has also ensured
that he is not debarred from holding the office of a director
by virtue of any SEBI order or any such other authority.

The Company hasreceived anotice in writing fromamember
under Section 160 of the Act proposing the candidature of
Mr Rushad Abadan for appointment as a Non-Executive
Non-Independent Director of the Company.

The Board, accordingly, recommends passing of the ordinary
resolution as set out at Item No. 5 of this Notice, for the
approval of the Members.

Except for Mr Abadan and his relatives, none of the other
Directors or Key Managerial Personnel of the Company
or their relatives are in any way concerned or interested,
financially or otherwise, in the said resolution.

ITEMNO. 6

The Members of the Company had at the Annual General
Meeting held on July 23, 2020, approved the re-appointment
of Mr Milind Barve as the Managing Director of the Company
for a period commencing from November 1, 2020 to
January 31, 2021.

The Board of Directors of the Company had approved the
selection of Mr Navneet Munot as the successor to Mr Milind
Barve for the Managing Director’s position of the Company
atits meetingheld on November 16,2020. Mr Navneet Munot
had communicated his joining date as February 16, 2021 as
he was serving his notice period in his previous organisation.
Accordingly, Mr Milind Barve's term had been extended for a
further period of 15 days from the date of expiry of his term
i.e. January 31, 2021, to ensure a smooth transition of the
business activities and handover to the successor.

Accordingly, the Board of Directors at its meeting held on
January 20, 2021, based on the recommendation of the
Nomination & Remuneration Committee, had re-appointed
Mr Milind Barve (DIN: 00087839) as Managing Director of the
Company, not liable to retire by rotation, for a further period
effective from February 1, 2021 up to February 15, 2021,
subject to the approval of the Members and other approvals
as may be required. Mr Milind Barve has served his 15 days of
extended period and his tenure as the Managing Director of
the Company duly came to an end with effect from the close
of business hours of February 15, 2021.

The terms and conditions of re-appointment including
remuneration of Mr Barve had been approved and
recommended by the Nomination & Remuneration
Committee of the Company. His re-appointment and
remuneration was fixed in accordance with Sections 196,
197 and Schedule V to the Companies Act, 2013 (“the Act").
The terms and conditions of the re-appointment including
remuneration of Mr Barve, more particularly set out in the
agreement executed by and between the Company and Mr
Milind Barve, are briefly mentioned hereunder:

(a) Salary and other benefits during the term:

» ThegrosssalarytoMrMilind Barve shallbeintherange
of ¥ 24,00,000/- to ¥ 35,00,000/- per month. It shall
include House Rent allowance, Conveyance Allowance
and personal pay;

« Commission shall be equivalent to such sum as may
be fixed by the Board or Nomination & Remuneration
Committee (NRC), subject to a ceiling of 1% of the net
profits of the Company for the financial year 2020-21;

« Clubfees subject to a maximum of two clubs;
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o Clubfees of hotels / business centres;

» Other benefits shall include use of car with driver
alongwith maintenance, telephone for the Company's
business atresidence (the expenses whereofwould be
borne and paid by the Company), facility arrangement
at residence (to be re-imbursed to the Company
on actuals), any insurance premium paid as per the
policy of the Company, contribution to provident
fund and all other benefits as are applicable to other
senior employees of the Company (including but not
limited to gratuity, leave entitlement, leave travel
assistance and other benefits as may be approved by
the Board/NRC). The perquisites shall be valued as per
the Income Tax Act, 1961, wherever applicable.

(b) Post retirement benefits for Mr Milind Barve and his
spouse shall be in the form of facilities (i) medical
benefits and usage of Company's guest house for family
and guests as per Company's policy; (ii) arrangement
for housekeeping staffat residence and for undertaking
repairs, maintenance and upkeep at residence;
(iii) transfer of club membership and (iv) such other
benefits and facilities in accordance with the schemes
framed/to be framed by the Company and as approved
by the Nomination & Remuneration Committee, from
time to time. Mr Milind Barve and his spouse shall bear
the costsand expensesincurred for housekeeping staff,
repairs, maintenance and upkeep at residence including
remuneration for such staff and personnel, at actuals.

(c) On retirement, Mr Milind Barve would also be entitled
to purchase the car that has been allotted to him by the
Company at market value.

(d) The total remuneration payable to Mr Milind Barve
including salary, commission and value of the stock
options treated as perquisites shall not exceed the limits
prescribed under Section 197 of the Act including any
amendment, modification, variation or re-enactment
thereto. The valuation of perquisites will be as per the
Income-tax Rules, 1962, in cases where the same is
otherwise not possible to be valued.

A copy of the Agreement executed by the Company with
Mr Barve is kept and available for inspection.

It is proposed to seek Members' approval for the
re-appointment of and remuneration payable to Mr Barve
as Managing Director, in terms of the applicable provisions
of the Act, for a further period effective from February 1,
2021 up to February 15, 2021. Brief profile of Mr Milind Barve,
his experience, qualifications and other details have been
included in the Annexure to this Notice. Mr Barve satisfies
all the conditions set out in Part-I of Schedule V to the Act
as also conditions set out under sub-section (3) of Section
196 of the Act for being eligible for this re-appointment. He
is not disqualified from being appointed as Director in terms
of Section 164 of the Act and he is not debarred from holding
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the office of director by virtue of any order passed by SEBI or
any such authority.

The Board recommends passing of the ordinary resolution
as set out at Item No. 6 of this Notice, for the approval of
the Members.

None of the Directors or Key Managerial Personnel of the
Company or their relatives are in any way concerned or
interested, financially or otherwise, in the resolution as set
out at Item No. 6 of this Notice.

ITEMNO. 7

The Board of Directors of the Company at its meeting held
on January 20, 2021, based on the recommendation of the
Nomination & Remuneration Committee, had approved the
appointment of Mr Navneet Munot (DIN: 05247228) as an
Additional Director on Board of Directors of the Company
with effect from February 16, 2021 in terms of Section 161 of
the Companies Act, 2013 (“the Act”) to hold the office up to
the date of the ensuing Annual General Meetingandis eligible
to be appointed as Director. The Company has, in terms of
Section 160 of the Act, received in writing a notice from a
member, proposing his candidature for the office of Director.

At the aforesaid meeting, the Board of Directors, based
on recommendation of the Nomination & Remuneration
Committee, appointed Mr Navneet Munot as the Managing
Director & Chief Executive Officer of the Company, not liable
to retire by rotation, for a period effective from February
16, 2021 up to June 30, 2024, subject to the approval of
the members of the Company. Accordingly, the Company
had entered into an agreement dated February 11, 2021
(hereinafter referred to as the “Principal Agreement”) with
Mr Munot incorporating the terms and conditions of his
appointment as the Managing Director & Chief Executive
Officer of the Company including his remuneration.

Further, the Board of Directors of the Company at its
meeting held on February 22, 2021, based on the
recommendation of the Nomination & Remuneration
Committee, approved revision in remuneration payable to
Mr Munot as Managing Director & Chief Executive Officer of
the Company effective from February 16, 2021. Mr Munot's
remunerationwasrevisedinFebruary, 2021 to alignit with the
Company's annual increment to its employees including the
Senior Management Personnel. Accordingly, the Company
had entered into an addendum agreement dated February
22, 2021 to the Principal Agreement by incorporating
the revised remuneration payable to Mr Navneet Munot
effective from February 16, 2021.

His appointment and remunerationis fixed inaccordance with
the provisions of Sections 196, 197 and Schedule V to the
Act. The terms and conditions of the appointment including
remuneration payable to Mr Munot, more particularly set
out in the Principal agreement and addendum agreement
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executed by and between the Company and Mr Munot are
briefly mentioned hereunder:

For the period effective from February 16, 2021 up to
June 30, 2024:

a) Salary-

The gross salary payable to MrNavneet Munot shallbein
the range of % 34,00,000/- to ¥ 50,00,000/- per month.
It shall include House Rent allowance, Conveyance
Allowance and personal pay but shall not include cost of
other allowances/benefits and statutory contributions.
The gross salary will be subject to an annual increase,
which will be within the range as stated above, starting
from April 1st of financial year 2022-23 and the quantum
will be decided by the Board of Directors on the
recommendation of the Nomination & Remuneration
Committee ("NRC"). The annual increase may be subject
to such other variations as may be decided by the Board
on the recommendation of the NRC from time to time.

b) Commission (performance related bonus) per annum
shall be equivalent to such sum as may be fixed by the
Board of Directors or NRC, subject to a ceiling of 1% of
the net profits of the Company.

c) Expenses incurred for travelling, boarding,
lodging, conveyance, etc. during business trips and
communication expenses for the business purpose
shall be reimbursed at actuals and not be considered
as perquisites.

d) He shall be entitled to club memberships subject to a
maximum of two clubs and also club membership of
hotels / business centres.

e) Heshallbe entitled to other benefits which shallinclude
use of car with driver along with maintenance, telephone
for the Company’s business at residence (the expenses
whereof would be borne and paid by the Company), any
insurance premium paid for health and life as per the
Company's policies, mobile handset and monthly plan
reimbursement as per Company's policy, contribution
to provident fund and all other benefits as are applicable
to other senior employees of the Company (including
but not limited to gratuity, leave entitlement, leave
travel allowance and other benefits as may be approved
by the NRC/ Board from time to time). The perquisites
shall be valued as per the Income Tax Act, 1961,
wherever applicable.

f)  He shall also be eligible for stock options under the
Company's Employee Stock Option Scheme(s) as may
be approved by the NRC, from time to time.

g) The scope and quantum of remuneration, benefits and
amenities specified hereinabove, may be enhanced,
enlarged, widened, altered or varied by the Board in
the light of and in conformity with any amendments

to the relevant provisions of the Companies Act, 2013
and/or the rules and regulations made thereunder
and/or such guidelines as may be notified by the
regulatory authorities from time to time.

h)  The total remuneration payable to Mr Navneet Munot
including salary, commission, one time payment and
value of the stock options treated as perquisites shall
not exceedthelimits prescribedunder Section 197 of the
Actincludingany amendment, modification, variation or
re-enactment thereto. The valuation of perquisites will
be as perthe Income-taxRules, 1962, in cases where the
same is otherwise not possible to be valued.

i)  Subject to the provisions of the Act, while Mr Navneet
Munot continues to hold office of the Managing Director
& Chief Executive Officer, he shall not be liable to retire
by rotationandhe shallnotbe reckoned as aDirector for
the purpose of determining the rotation or retirement
of Directors in fixing the number of Directors to retire,
but shall, ipso facto, and immediately cease to be the
Managing Director & Chief Executive Officer, if he ceases
to hold office of a Director due to any cause.

j) The said Agreements also contain other standard
terms and conditions of employment, such as
duties and responsibilities, representations and
warranties, confidentiality and intellectual property
rights protection, indemnity, term and termination,
non-compete and non-solicitation, data protection, etc.

Currently, the gross salary payable to Mr Navneet Munot
up to March 31, 2022 is ¥ 34,06,300/- per month (excluding
benefits and statutory contributions such as employee
provident fund, leave travel allowance and gratuity), which
is within the overall range as stated above. A commission
(performance related bonus) of ¥ 2.75 crores was paid to
him for financial year 2020-21 and the same is within the 1%
of the net profits of the Company as stated above. He was
also paid a one time payment of ¥ 12.46 crores and the same
was approved by the Board of Directors of the Company
on the recommendation of NRC, at its meeting held on
January 20, 2021.

Acopyofthe aforesaid Agreements executed by the Company
with Mr Munot are kept and available for inspection.

Itis proposedtoseek Members'approval forthe appointment
of and remuneration payable to Mr Munot as stated above, in
terms of the applicable provisions of the Act. Brief profile of
Mr Navneet Munot, his experience, qualifications and other
details have been included in the Annexure to this Notice.
The Company has received from Mr Munot his consent in
writing to act as a Director of the Company, in Form DIR-2.
Mr Munot satisfies all the conditions set out in Part-I of
Schedule V to the Act as also conditions set out under
sub-section (3) of Section 196 of the Act for being eligible for
this appointment. Heis not disqualified from being appointed
as Director in terms of Section 164 of the Act and he is not

ANNUAL REPORT 2020-21 11



HDFC ASSET MANAGEMENT COMPANY LIMITED

debarred from holding the office of director by virtue of any
order passed by SEBI or any such authority.

The Board recommends passing of the ordinary resolution
as set out at Item No. 7 of this Notice, for the approval of the
Members.

Except for Mr Munot and his relatives, none of the other
Directors or Key Managerial Personnel of the Company
or their relatives are in any way concerned or interested,
financially or otherwise, in the resolution as set out at Item
No. 7 of this Notice.

Pursuant to the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations,
2015 and Secretarial Standard - 2, the following information is furnished about the Directors proposed to be appointed/

re-appointed:

Name of the Mr Keki Mistry Ms RenuKarnad Mr Rushad Abadan Mr Milind Barve Mr Navneet Munot
Director (DIN: 00008886) (DIN: 00008064) (DIN: 08035538) (DIN: 00087839) (DIN: 05247228)
Date of Birth November 7, 1954 September 3, 1952 October 27, 1973 November 13,1957 August 16, 1971
Age 66 years 68 years 47 years 63 years 49 years

Original Dateof = December 24,2007 July 04, 2000 January 21, 2021 July 04, 2000 February 16, 2021

Appointment

Qualification

Fellow of the Institute
of Chartered
Accountants of India

Masters in economics
from University of
Delhi, Graduate in law
from University of
Mumbai, Parvin Fellow
—Woodrow Wilson
School of International
Affairs, Princeton
University, U.S.A.

Bachelor of
Commerce, Sydenham
College, Mumbai;
L.L.B., Government
Law College, Mumbai;
Solicitor, India;
Solicitor, England and
Wales

Bachelor's degree

in Commerce

from University of
Poona and Fellow

of the Institute

of Chartered
Accountants of India

Masters degree in
Accountancy and Business
Statistics and qualified
Chartered Accountant.
Charter holder of CFA
Institute and CAIA Institute
and done Financial Risk
Management (FRM)

Brief Profile/
Experience
including
expertise in
specific functional
areas

Mr Mistry joined

HDFC Ltd., one of our
Promoters, in 1981. He
was appointed as an
Executive Director of
HDFC Ltd. in 1993, as
the Deputy Managing
Directorin 1999 and
as the Managing
Director in 2000. He
was re-designated as
the Vice Chairman and
Managing Director of
HDFC Ltd. in October
2007 and as the Vice
Chairman and Chief
Executive Officer,

with effect from
January 1, 2010. He
was also a member

of the Committee of
Corporate Governance
set up by the Securities
and Exchange Board

of India (SEBI). He is
the Chairman of ClI
National Council on
Corporate Governance
and a member of
Primary Markets
Advisory Committee
set up by the SEBI.

Ms Karnad joined
HDFC Ltd., one of our
Promoters, in 1978.
She was inducted onto
its board as Executive
Director in 2000. She
grew to become Joint
Managing Director in
2007 and has been
elevated to the post
of Managing Director
w.e.f. January 1, 2010.
Ms Karnad is in-charge
of the lending
operations of HDFC
Ltd and is responsible
for spearheading
HDFC's expansion. She
also has under her fold
the Human Resources
and Communications
functions. Ms. Karnad
is the President of the
International Union
for Housing Finance
(IUHF), an association
of global housing
finance firms.

Mr Abadan joined
Standard Life
Aberdeen plc as

its Group General
Counsel in January
2016. He is amember
of the Executive
Leadership Team

and holds executive
responsibility for the
group's global legal and
governance function.
Prior to this, Mr Abadan
held several senior
positions in another
significant financial
institution, NatWest
Group (previously
Royal Bank of Scotland
Group), including
Group Deputy General
Counsel and General
Counsel Corporate
and M&A. Mr Abadan
also has previous
experience as a M&A
and private equity
counsel with Indian law
firms Crawford Bayley
& Co. and DSK Legal,
and subsequently with
the UK law firm, CMS.

Mr Barve was the
Managing Director
of the Company
since July 4, 2000.
He was associated
with HDFC Ltd. in
the capacity of
General Manager
—Treasury where
he headed the
treasury operations
for 14 years and
was responsible for
the management
of HDFC's treasury
portfolio and for
raising funds from
financial institutions
and capital markets.
He was also the
head of marketing
for retail deposit
products and
responsible for
investment advisory
relationships for
Commonwealth
Equity Fund Mutual
Fund and Invesco
India Growth Fund.

Mr Munot is the Managing
Director & Chief Executive
Director of the Company
since February 16, 2021.

He has 27 years of rich
experience in financial
services. Prior to this, he
worked with SBI Funds
Management Private Limited
as an Executive Director and
CIO and was a key member
of the Executive Committee
since December 2008. As the
CIO, he was responsible for
overseeing investments over
$ 150 billion across various
asset classes in mutual funds
and segregated accounts. He
was also a nominee director
on the Board of SBI Pension
Funds Private Limited.

Mr Munot started his career in
1994 with Aditya Birla Group.
He then joined Birla Global
Finance Limited and worked
in various spheres of financial
services business. He had

a brief stint in the sell-side
with Birla Sunlife Securities
Limited.
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Name of the
Director

Mr Keki Mistry
(DIN:00008886)

Ms RenuKarnad
(DIN:00008064)

Mr Rushad Abadan
(DIN:08035538)

Mr Milind Barve
(DIN:00087839)

Mr Navneet Munot
(DIN:05247228)

As the Chief Investment

Officer (CIO) for fixed income

and hybrid funds in Birla

Sunlife Mutual fund, he played
an important role in business
development while delivering

consistent risk-adjusted
returns. He moved to

Morgan Stanley Investment
Management in 2007 as an
Executive Director and head
of multi-strategy boutique
and then joined SBI Funds
Management Private Ltd in
December 2008. Presently,

he is the Chairman of the

Board of Indian Association
of Investment Professionals

(CFA society, India).

Directorships held -
in other companies

Housing
Development
Finance Corporation
Limited

HDFC Life Insurance
Company Limited
HDFC Ergo General
Insurance Company
Limited

Torrent Power
Limited

Tata Consultancy
Services Limited

H T Parekh
Foundation

Foreign Companies —
Griha Investments,
Mauritius

Griha Pte. Ltd.,
Singapore

Flipkart Private
Limited, Singapore

Housing
Development
Finance Corporation
Limited

ABB India Limited
HDFC Life Insurance
Company Limited
GlaxoSmithKline
Pharmaceuticals
Limited

Unitech Limited
HDFC Bank Limited
HDFC Ergo General
Insurance Company
Limited

Bangalore
International Airport
Limited

H T Parekh
Foundation

Foreign Companies —
HIREF International
LLC.

HIREF International
Fund Il Pte. Ltd.

HIF International
Fund Pte. Ltd.

« Indian Association of

Investment Professionals

« Association of Mutual
Funds in India

ANNUAL REPORT 2020-21
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Name of the
Director

Mr Keki Mistry
(DIN:00008886)

Mr Rushad Abadan
(DIN:08035538)

Mr Milind Barve
(DIN:00087839)

Mr Navneet Munot
(DIN:05247228)

Ms Renu Karnad
(DIN:00008064)

Audit Committee -

Chairman

« Tata Consultancy
Services Limited

Audit Committee -

Member

+ HDFC Life Insurance
Company Limited

« HDFC Ergo General
Insurance Company
Limited

« Torrent Power
Limited

« HTParekh
Foundation

« Flipkart Private
Limited, Singapore

Stakeholders
Relationship
Committee -
Chairman
« HDFC Life Insurance
Company Limited
Stakeholders
Relationship
Committee - Member
« Tata Consultancy
Services Limited

Memberships/
Chairmanships
of committees of
other companies*

Audit Committee - - - -

Chairman

« Bangalore
International Airport
Limited

Audit Committee -

Member

« ABB India Limited

« HDFC Life Insurance
Company Limited

e GlaxoSmithKline
Pharmaceuticals
Limited

e HTParekh
Foundation

Stakeholders - - -
Relationship
Committee -
Chairperson
« GlaxoSmithKline
Pharmaceuticals
Limited
Stakeholders
Relationship
Committee — Member
« ABB India Limited
« HDFC Bank Limited
« Unitech Limited

Number of 1,68,320 equity shares 1,68,320 equity shares Nil 1,040,000 equity Nil
shares held in the shares
Company
Terms & Liable to retire by Liable to retire by Liable to retire by Approval of Approval of Members
Conditions of rotation rotation rotation Members has been has been sought for his
appointment/ sought for his appointment as Managing
re-appointment re-appointment Director & Chief Executive
(Extension of the Officer for a period with effect
term) as Managing  from February 16,2021 to
Director for a period June 30, 2024
of 15 days from For more details, please refer
February 1,2021up Explanatory Statement
to February 15,2021
For more details,
please refer
Explanatory
Statement
Remuneration Sitting fees and Sitting fees and - Please refer Please refer Explanatory

sought tobe paid commission

commission Explanatory Statement

Statement

#includes Chairmanship/ membership of the Audit Committee and the Stakeholders Relationship Committee.

Notes:

1. Noneofthe Directors and Key Managerial Personnel of the Company are related to each other.

2. Fordetails onremunerationlast drawn and attendance of these directors at the Board meetings during the year, please
refer to the Corporate Governance report whichis a part of this Annual Report.
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Most Profitable

AMCin India

Leading

Actively managed equity-oriented mutual fund manager in India

Mutual Fund Assets Under Management (AUM) PMS & SMA AUM

I3,95,476 Cr 9,735Cr
23.94% 14.1%

Profit After Tax

31,325.76 Cr

5.02%

Unique Investors Investor Service Centres (ISCs)
Live Accounts Employees

90 Lakh 1,254

Growthrate

1. All data as of March 31, 2021 unless stated otherwise 4. Actively managed equity-oriented mutual funds includes all solution
2. For details on Mutual Fund AUM, refer Page 6 & 7 oriented schemes/ portfolios and excludes index funds & ETFs

3.1SCsinclude a representative office in Dubai 5.PMS & SMA AUM includes advisory mandates
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For more than two decades now, HDFC AMC 14 MD's Message

has played an integral role in shaping the 16 Digital
investment management industry in India. 18 Marketing Initiatives
We are a one stop shop for individuals, families, 20 ESGnitiatives
corporates and institutions when it comes 22 OurBoard of Directors
to their investments. This makes us one of 26 OurLeadership Team

the leading players in an industry that has the

) . Statutory Reports
potential to grow exponentially.

27 Management Discussion and Analysis

So, how did we get here? Obviously, itis alot about our ability to 51 Directors' Report
generate value and deliver returns by leveraging experience and
expertise. Butitis also about something far more precious than that.

Trust.

Our customers entrust us with their savings in the belief of being able to
meet their financial goals. Naturally, this creates a fiduciary relationship,
where we inherently become trustees and their interests supersede 102 Balance Sheet
ours. We treat the trust of 53 lakh customers as our benchmark and
each day, strive harder to remain ahead of it.

68 Business Responsibility Report

75 Corporate Governance Report

Financial Statements

94 Independent Auditor's Report

103 Statement of Profit and Loss
We rely on our culture of transparency, good governance and 104 Statement of Changes in Equity
effective risk managementin order to do this. Supplementing these 105 Statement of Cash Flows
is our experienced team, well-established distribution, robust IT
infrastructure and digital network, and a bouquet of products with
long-term track record. This makes us confident of capitalising on
opportunities in the Indian savings landscape. Our aspirationis to
be a wealth creator for every Indian and our vision is to be the most
respected asset managerin the world.

107 Notesto Financial Statements

In this journey, we will continue to strive to remain ahead of the only
benchmark that truly matters. Your trust.

For complete information on our offerings referred to in this document, please refer our website www.hdfcfund.com
Mutual Fund investments are subject to market risks, read all scheme related documents carefully.


http://www.hdfcfund.com

HDFC ASSET MANAGEMENT COMPANY LIMITED

HDFC AMC at a Glance

HDFC AMC is India’s most

profitable mutual fund manager,
with an industry leading actively
managed equity-oriented assets
under management (AUM). Our
total Mutual Fund AUM (as on

March 31, 2021) of ¥ 3.96 Lakh Crore
consists of a comprehensive

suite of investment products,
spanning asset classes and scheme
categories to meet the various
investment objectives of our

large customer base of 53 Lakh
individuals and institutions.

We work with a broad and diverse set of distribution
partners which helps us expand our reach. We serve
our customers and distribution partners in over 200
cities through our network of investor service centres
and modern digital platforms. We also provide portfolio
management and separately managed account services.
These services cater to high-net-worth individuals

(HNIs), family offices, domestic corporates, trusts,
provident funds and domestic & global institutions.

To be a dominant player in

the Indian mutual fund space
recognised for its high levels of
ethical and professional conduct
and a commitment towards
enhancing investor interest.

For details on Mutual Fund AUM, refer Page 6 & 7

4 YOUR TRUST. OUR BENCHMARK.

Our promoter shareholders

Our principal shareholders are Housing Development Finance
Corporation Limited (HDFC) and Standard Life Investments
Limited which own 52.7% and 21.2% stake (as on March 31,
2021), respectively. The brand equity, goodwill, and expertise
of our sponsors empowers us to grow from strength to
strength.

HDFC

Incorporated in 1977 as a specialised mortgage finance
company and is today a financial conglomerate with a
dominant presence in multiple businesses

The HDFC brand enjoys strong recall and trust among
customers across generations

HDFC Business Presence

Housing finance

Q‘Q

Asset management

)

NN

Banking

Real estate funds

Life and non-life
insurance

®

Education finance

Standard Life Investments (SLI)

A subsidiary of Standard Life Aberdeen plc group.

With employees in more than 40 locations worldwide,
their operations extend across global financial capitals and
important regional centres.

The Company manages a total of $635 Billion of assets on
behalf of governments, pension funds, insurers, companies,
charities, foundations and individuals across 80 countries
(asat 31 December 2020).

As a responsible global investor, the Company leverages
its scale and market position to raise standards in both the
companies and industries in which they invest, and help
drive best practice across the asset managementindustry.
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Our Investment Philosophy

Our position as one of India’s leading asset management company is
a result of our sound track record over the long term, supported by a well laid out
investment philosophy and process coupled with risk management.

The underlying investment philosophy for equity/ fixed income investments
for various mutual fund schemes managed by us is as follows:

Equity-Oriented Schemes

Equity-oriented schemes constituted 43% of our total AUM
as of March 31, 2021. We are medium to long-term investors
in equities and our investments are driven by fundamental
research with a medium to long-term view. Our investment
philosophy for equity-oriented investments is based on
the belief that over time, stock prices reflect their intrinsic
values. Our research efforts are predominantly focussed on
bottom up research keepingin mind the economic outlook and
macro-economic conditions. The focus is on understanding
the businesses, key drivers and understanding the risks
taking into account both quantitative (growth prospects, key
variables, analysis of P&L statements, Balance Sheet and cash
flows etc.) and qualitative (management quality, corporate
governance, track record, competitive advantage, feedback

Debt Schemes

Debt Schemes Investments in fixed income securities are
guided by our investment philosophy of Safety, Liquidity and
Returns (SLR), generallyinthat order. Given the limited liquidity
of fixedincome markets inIndia, especially in difficult times, we
believe focus on liquidity, especially in open ended schemesiis
of paramount importance. It was this philosophy that enabled
our schemes to tide over a very challenging environment in
fixedincome markets during the last three years due to default
by a large NBFC & HFC, COVID-19 related credit stresses as
well as shutting of several fixed income schemes by another
mutual fund due toilliquidity of the underlying portfolios. Our
fixed income schemes constituted 55% of our total AUM as
of March 31, 2021. Our fixed income schemes invest in debt
securities including government securities, non-convertible
debentures, corporate bonds, asset-backed securities,
money market instruments, etc. All investments are done
in line with the Scheme Information Documents (SID) and
in permitted instruments. Our Credit Risk Assessment

from dealers, customers & experts etc.) factors. While the
above forms the core of our approach to equity investments,
we are mindful of the fact that there are/ can be long phases
in markets when alternative approaches to investing perform
better. With a view to offer choice of diversity of styles to our
customers and to mitigate business risk, we built capabilities by
adding appropriateresources during the year. While we already
have products which focus on different market capitalisations,
we feel diversity in our investment style and approach will be
in the long-term interest of customers and the business. We
will remain firmly focussed on fundamentals-led research and
will continue to strive to improve our understanding of the
investment universe.

framework lays emphasis on Four Cs of Credit — Character of
Management, Capacity to Pay, Collateral pledged to secure
debt and Covenants of debt, wherever applicable. Further,
we have an internal framework to determine absolute and
relative investment exposure limits for individual credits.
This approach along with a deep understanding of credits has
helped us avoid majority of stress cases faced by the mutual
fund industry over the past decade. Also, in the few instances
where our holdings experienced some stress, we were able
to recover a major portion of our investments due to good
covenants, strength of underlying businesses/ collateral and
parentage. This approach along with conservative sizing of
investments has kept credit losses to minimal levels. Apart
from quality credit research we aimto addvalue infixedincome
investments by managing duration of portfolios driven by our
view oninterest rates andyield curve etc.

ANNUAL REPORT 2020-21 5



HDFC ASSET MANAGEMENT COMPANY LIMITED

Our Product Suite

We have a comprehensive product portfolio catering to the needs of a large and
diverse customer base. We enjoy the highest market share in actively managed
equity-oriented funds. Our offering of systematic transactions further enhances
our appeal to customers preferring to adopt a disciplined, periodic route to
wealth creation.

Equity-oriented Debt-oriented

24

schemes

68

schemes

02

schemes

07

schemes

Equity-oriented includes all solution oriented schemes/portfolios
Othersincludes Arbitrage funds, Exchange Traded Funds (ETF) and Fund of Funds (FoF)

(% in crore)
Category of the scheme Average AUM for the
quarter quarter
Liquid Fund/Money Market Fund/ Floater Fund 92,067 1,04,304
Gilt Fund/ Glit Fund with 10 year constant duration 1,651 1,956
Remaining Income/ Debt Oriented Schemes 1,19,933 1,26,916
Growth/ Equity Oriented Schemes (Other than ELSS) 90,012 89,869
ELSS Funds 9,179 9,337
Hybrid Schemes 68,202 69,287
Solution Oriented Schemes 6,356 6,219
Index Funds 4,855 4,499
GOLDETF 2,124 2,145
Other ETF 1,095 1,034
Fund of Fund investing overseas - -
Total 3,95,476 4,15,566
Segment-Wise Break-Up (%) Channel-Wise Break-Up of Total Channel-Wise Break-Up of Equity-
AUM (%) Oriented AUM (%)
2.3
10.0 20.2 14.2
46.5
17.6 23.9 41.7
® Equity ® Liquid ® Banks ® National Distributors ® Banks ® National Distributors
® Debt ® Others ® MFDs @ Direct ® MFDs ® Direct
Ason 31stMarch 2021

6 YOUR TRUST. OUR BENCHMARK.



@ CORPORATE

OURPRODUCT SUITE | OUR PRESENCE OVERVIEW

Our Presence

Our strong distribution reach is one of the major drivers of our growth. During the
year, we continued to enhance our footprint. We constantly strive to identify and

establish our presence in cities with growth potential.

Spread of ISCs across India Physical footprint ISCs
@ T30 B30 Total
March 2017 66 100 166
T March 2021 78 149 227
North
Including a representative office in Dubai
i
@<: i~ @
= +
Percentage of AUM by Geography
South Top 5 Cities 69%
d Next 10 Cities 14%
@ Next 20 Cities 6%
Next 75 Cities 9%
Others 2%
Number of distribution partners
March 2021
March 2017
50,000+ 65 ,OOO i
Investor base break-up (%) Geography wise breakup (%)
® Individual MAAUM ® B30- MAAUM T30-Top 30citiesin India
® Non-individual MAAUM ® T30-MAUUM B30-Beyond the top 30cities in India

Ason 31stMarch 2021

ANNUAL REPORT 2020-21
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Key Terms used in the
MF Industry

Asset management companies have distinct business models where funds
are raised from investors and invested by the company. In this section, we try
to simplify some of the industry-specific terms used frequently.

Asset Under Management (AUM)

It is the total value of all investments managed by the
mutual fund. AUM can be at a scheme level oraplanlevel.
For a mutual fund as a whole, AUM represents value of
total investments across all schemes.

Asset Allocation

This refers to the investment strategy that aims to
balance risk and rewards by allocating capital between
different asset classes such as equity, debt, etc.

8 YOUR TRUST. OUR BENCHMARK.

Net Asset Value (NAV)

It is the price of each unit of a mutual fund scheme.
Typically, new mutual fund schemes are priced at
%10 per unit during the New Fund Offer (NFO) period.
Consequently, the NAV will change depending on the
performance of the scheme. For instance, if an investor
invests ¥50,000 in an NFO he/ she will get 5,000 units,
each having a NAV of ?10.

Expense Ratio

The expense ratio of a mutual fund is calculated by
dividing the total expenses the fund has incurred by its
AUM. It gives the cost, amutual fundincurs, for managing
each unit. A mutual fund deducts these expenses from
the NAV before declaring it on a daily basis.




KEY TERMS USED IN THE MF INDUSTRY

@ CORPORATE
OVERVIEW

Systematic Transfer Plan (STP)

This plan can be used in volatile markets to gradually
transfer or switch small amounts of investments at
chosenintervals (days/month/quarter) from one scheme
to another scheme of a mutual fund. It is essentially used
to transfer investments from one asset type to another.

Systematic Withdrawal Plan (SWP)

Through this facility, the investor receives a pre-
determined amount ona periodic basis from the invested
scheme. Investors who needregularincome, likeretirees,
often go for this option. The payments are usually given
from the scheme's dividend income or capital gain
distribution.

Systematic Investment Plan (SIP)

Amutual fund givesinvestors an option of eitherinvesting
lump sum or through a SIP, breaking the amount into
periodic investments over a long period. For example, if
an investor wants to invest 60,000 annually in a mutual
fund scheme and does not have the lump sum amount
available, he/she canoptforan SIP of 35,000 every month.

ANNUAL REPORT 2020-21 9



HDFC ASSET MANAGEMENT COMPANY LIMITED

Key Performance Indicators

REVENUE FROM OPERATIONS
(Zin Crore)

1,480 1,760 1,915 2,003 1,853

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 5.13%
PROFIT BEFORE TAX
(X in Crore)

800 1,063 1,375 1,653 1,749

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 19.82%
RETURN ONEQUITY
(%)

42.8 40.3 35.0 35.6 30.1

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

OPERATING PROFIT
(% in Crore)

692 955 1,193 1,513 1,400

FY 16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 16.35%
PROFIT AFTER TAX
(Xin Crore)

550 722 931 1,262 1,326

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 22.64%
DIVIDEND PER SHARE
R)

16 24 28 34

FY17-18 FY 18-19 FY19-20 FY20-21

Note -

Jury

.All datais as of March for each year, unless stated otherwise.
2.FY 15-16 has been taken as the base year for CAGR calculation. Revenue from operations, operating profit, profit before tax and profit after taxin FY 15-16

were ¥ 1,442.55 Crore,%656.45 Crore, 3708.25 Crore and ¥477.88 Crore respectively.

W

accounting standards.

(S0

Meeting.

10 YOUR TRUST. OUR BENCHMARK.

. The details from FY 15-16 to FY 17-18 considered here, are as reported in the financial statements of that year which were under earlier applicable

Return on Equity from FY 16-17 to FY 17-18 was under earlier applicable accounting standards whereas for FY 18-19 onwards, it is under IndAS.
. Dividendfor FY 20-21 is recommended by the Board of Directors on April 27, 2021 which is subject to shareholders' approval at the ensuing Annual General



KEY PERFORMANCE INDICATORS

@ CORPORATE
OVERVIEW

ASSETS UNDER MANAGEMENT
(% in Crore)

2,30,594 2,91,985 3,43,938 3,19,090 3,95,476

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 19.02%

SYSTEMATIC TRANSACTIONS
(T in Crore)

677 1,153 1,182 1,130 1,035

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

DIGITAL TRANSACTIONS AS % OF TOTAL
(%)

ACTIVEEQUITY AUM
(% in Crore)

95,659 1,44,925 1,64,263 1,20,050 1,65,381

FY 16-17 FY17-18 FY18-19 FY19-20 FY20-21

5-year CAGR 21.31%

LIVE INDIVIDUAL ACCOUNTS
(% in Lakh)

61.5 80.5 90.3 93.4 88.6

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

INDIVIDUAL'S SHARE IN AUM
(% of monthly average AUM)

41 51 67 69 82 56.0 62.2 63.0 57.2 57.6
FY 16-17 FY17-18 FY 18-19 FY 19-20 FY 20-21 FY 16-17 FY17-18 FY 18-19 FY 19-20 FY 20-21
Note -

1. All datais as of March for each year, unless stated otherwise.

2.March 2016 has been taken as the base for CAGR calculation. Assets under management and Actively managed equity-oriented AUM in March 2016
were<1,65,619 Crore and62,941 Crore respectively.

3. Assets under management (AUM) refers to month end closing AUM.

4. Actively managed equity-oriented AUM includes all solution oriented schemes/ portfolios and excludes index funds & ETFs.

ANNUAL REPORT 2020-21 11



HDFC ASSET MANAGEMENT COMPANY LIMITED

Chairman’s Message - MUTUALFUNDS Sahi Hai

The outlook on the mutual fund industry
remains positive, given the growth
potential and under penetration of mutual
funds in the country.

Dear Shareholders,

The financial year gone by will go
down as one of the most unusual and
challenging years in living memory.

The world experienced unprecedented setbacks due to
COVID-19, which resulted in the global economy witnessing
one of the worst contractions since World War Il. The Indian
economy too contracted by 7.3% in FY 20-21 —an event seen
only forthe secondtime since Independence and the first since
the economic liberalisation in 1991.

As expectations of a sharp recovery started gaining ground,
India bore the brunt of the second wave from March 2021.
With localised lockdowns and varying degrees of restrictions
imposed by state andlocal governments, therecoveryremains
fragile and prospects of any sharper uptick remain largely
reliant on the pace of vaccination. Inoculating a population as
vast as India’s is no doubt a mammoth task, but it is the only
way to overcome the crisis.

Since the outbreak, the RBI has taken several steps to reduce
the financial stress onthe economy by loweringinterestrates,

12  YOUR TRUST. OUR BENCHMARK.

boosting liquidity, and providing relief/restructuring options
on loans that came under duress due to the pandemic. The
government has implemented several counter measures in
phases to provide relief to the vulnerable sections of society,
revive growth and create aroadmap to make India self-reliant.
In the Union Budget 2021-22, the government renewed
its thrust on infrastructure development and improving
healthcare infrastructure. Backed by synchronised fiscal and
monetary policy measures, along with acceleration in the
vaccination drive, the Indian economy should be able to get
back toits growth trajectory sooner than later.

Despite the strong headwinds throughout the year, the
Indian mutual fund industry continued to grow and scaled an
all-time high of ¥ 30 lakh crore in Assets Under Management
(AUM). With the pandemic reinforcing the importance of
financial savings among Indian households and given the
underpenetration of mutual funds, the industry outlook
remains buoyant.

Over the last five years, India has been among the fastest
growing mutual fund markets in terms of AUM. However,
India’'s MF AUM to GDP ratio remains significantly low at 15%,



CHAIRMAN'S MESSAGE

CORPORATE
OVERVIEW

i

as compared to a global average of 75%. Similarly, equity
AUM to market cap stood at 5% as against a global average
of 30%. Another way of looking at penetration is to measure
MF AUM against bank deposits. For instance, in 2014, MF AUM
was equivalent to 10% of bank deposits, currently, MF AUM
stands at 20% of bank deposits. Despite the sharp growth,
penetration levels by any measure remain considerably lower
compared to other large economies. India has more than 50
crore income tax Permanent Account Numbers (PANs), but
only 2.2 crore mutual fund investors. This reaffirms my belief
that the industry has the potential to grow exponentially.

An emerging opportunity that asset management companies
should capitalise onis global capital. Foreign Portfolio Investors
as a group are the second largest after promoters in terms
of ownership of India’'s market capitalisation. Most of these
fund managers are based overseas from where they manage
Indian assets. The government has taken positive steps to
attract these managers/funds with variousincentives through
India’s international financial services centre, GIFT City. The
regulatory framework is progressive and should facilitate the
relocation of foreignfunds to GIF T City. Globalagencies admire
SEBI's Mutual Fund regulatory framework and consider the MF
industryamongthe topinterms of global best practices.lhope
we can capitalise on this and make our domestic mutual funds
accessible internationally.

Unlike certain businesses within the financial services space,
asset management by its nature tends to be much more
volatile, especially in the short term as it is highly correlated
with the equity markets. HDFC AMC did see a contraction in
its equity AUM in March 2020 due to the steep fall in markets,
triggeredby the suddenness of the pandemicand the resultant
nationallockdown. However, this trend reversed as confidence
returned and equity markets revived.

Although the pandemic has adversely affected several
businesses, large or small, SIP flows in the last fiscal year
were relatively stable. This validates the effectiveness of
the financial literacy campaign by the MF industry and the
Association of Mutual Funds in India (AMFI). The campaign
focused making people aware of theimportance of proactivity
over reactivity while avoiding impulsive decisions based on
temporary events. | compliment AMFI for not only instilling
discipline at an industry level, but also for its constructive
communications with the regulator and other stakeholders to
ensure orderly growth in the industry.

Theframework putin place by SEBl has enabled theindustry to
follow a ‘customer first' approach and instil confidence among
investors in mutual funds and other capital market oriented
products. SEBI's emphasis on transparency and disclosure
standards is laudable.

With ahighly experienced team, well-established distribution,
robust IT infrastructure and digital network, and a bouquet of
products with goodlong-termtrackrecord, HDFC AMCisona
strong footing to capitalise on the opportunities in the Indian
savings landscape. We look forward to further expanding our
business and setting new benchmarks. HDFC AMC has been
at the forefrontin terms of its social footprint and governance
standards. We were the first and only one to date to launch a
mutual fund dedicated for a social cause.

On behalf of HDFC AMC, | thank all our shareholders for their
continued support and belief in our business. We are also
grateful to our customers for their unwavering trust and
confidence in us, even during these challenging times. We
will continue to strive towards our goal of spreading financial
literacy, increasing the acceptance of capital market-oriented
products and deepening mutual fund penetration levels in
the country.

As you are aware, Milind Barve, who was the Managing
Director of HDFC AMC since its inception in 1999, retired
during the year. Under Milind's leadership, we emerged as
the leading asset manager and achieved many milestones.
| take this opportunity to thank Milind on behalf of all of you
for leaving behind such a great legacy and wish him the very
best for his retired life. Navnheet Munot has taken over the
reins. | am confident that Navneet's leadership qualities and
multi-faceted business experience will take the Company to
even greater heights, with his thought process, value systems
and people-first approach being aligned with that of the
HDFC Group.

Let me also acknowledge the continued dedication and
efforts of all our employees, distribution partners and service
providers for pursuing the mission of being a wealth enabler
and creator for every Indian. Let us hope and pray that the
worldis able to overcome this pandemic soonand look forward
to better times ahead.

Deepak S. Parekh

Chairman

ANNUAL REPORT 2020-21 13



HDFC ASSET MANAGEMENT COMPANY LIMITED

MD’s Message

Dear Shareholders,

It gives me immense pleasure to write
my first letter to youas MD & CEO of
HDFC AMC, an organisation | have
always admired from outside.

Atthe outset, | would like to express my sincerest gratitude to
you and the Board of Directors for giving me the opportunity
to steer this esteemed organisation. Over the past two
decades, HDFC AMC has crossed many milestones under the
able leadership of my predecessor, Mr. Milind Barve. We have
builtafranchise that has size and scale andisamongstindustry
leadersinterms of AUM and profitability. Today, nearly one out
of every four mutual fund investors in India is invested with
us. However, the other way to look at is 3 out of 4 are not. We
thus have along way to go in our journey of helping customers
manage their investments efficiently.

14  YOUR TRUST. OUR BENCHMARK.

As India continues on its growth
journey, we aspire to be a wealth
creator for every Indian with an
audacious vision: to be the most
respected asset manager in the world.

The past 15 months have tested ourresilience tothe maximum.
As | write this note, uncertainty still prevails with the second
wave of the pandemic hitting India even harder. Throughout
the pandemic, we have remained focused on ensuring
well-being of our employees while continuing to deliver to our
customers. With extreme grief, lwould like to mention that two
of our colleagues succumbed to the virus. And we are doing
our best to assist both the families to manage this utmost
difficult period.

Maintaining growth momentum in
a volatile environment

The economy and markets were impacted materially at the
start of the financial year. The Government's focus on fighting
the pandemic and aiding economic recovery yielded positive
results. The RBI took decisive and innovative monetary
measures to keep financial conditions benign, ensure orderly
evolution of the yield curve and sustain growth on a durable
basis. SEBI took steps for uninterrupted functioning of the
capital markets while managing risks effectively. The mutual
fund industry continued its growth trajectory, with annual
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average industry AUM rising by 8.6%; total industry AUM
as of March 31, 2021 stood at ¥ 31.4 Lakh Crore. Systematic
Investment Plan (SIP) flows stayed resilient. B-30 (beyond
the top 30) cities continue to contribute to the growth of
the industry.

We closed FY 20-21 withan AUM of ¥ 3.96 Lakh Crore, 53 Lakh
unique customers, 90 Lakh live accounts serviced through
227 branches, of which 149 are in B-30 cities. We continue to
enjoy afavourable mix of 43% equity-oriented assetsand 57%
non-equity oriented assets as compared to the industry mix of
41% and 59%, respectively. It would be worth a mention that
we are the most preferred choice of individual investors, with
a market share of 13.7% of the individual MAAUM (monthly
average assets under management) for March 2021. Our
total income grew 3% y-o-y to ¥ 2,202 Crore. We focused
on rationalising costs to navigate through these challenging
times, whichresultedinan 8% dropinexpensesto3 453 crore.
We thus delivered another year of profitable growth with a
profit after tax (PAT) of ¥ 1,326 Crore.

Managing investmentsin
the new normal

Investment management is all about developing a culture -
of doing right for the customer. We are the fiduciary to our
customers - their interests clearly supersede. Transparency
and good governance are the key pillars in upholding the
highest standards of fiduciary responsibilities. Our customers
entrustus with their savings, witha strongbelief that we would
help them achieve their financial goals. Our culture reflects a
deep sense of trusteeship towards them.

Today, we offerabroadrange of products across asset classes/
risk spectrum which addresses varied customers' needs. We
constantly evaluate opportunities but refrain from creating
a product/solution unless we strongly believe that it will
add value to our customers’ portfolios over the long term.
During FY 20-21, we launched the HDFC Dividend Yield Fund,
which received positive response during the New Fund Offer
(NFO) period and has been seeing continued traction since.
We also launched the HDFC Banking ETF. With equity markets
near record highs and interest rates at the lower end of the
spectrum, investors are searching for the right balance to
optimise their portfolio returns. Our hybrid funds and asset
allocation-oriented products enableinvestors to balance their
assetallocation, optimise portfolioreturnsandride out market
gyrations. In the next few quarters, we would like to expand
our equity product portfolio to cover sector/specific themes,
international markets and passive strategies.

For details on Mutual Fund AUM, refer to page 6 & 7

Looking ahead

The second wave of COVID-19 hit us just when the growth
momentum started reviving. However, the COVID curve is
showingsigns of flattening, strain on healthcare infrastructure
is easing and the nationwide vaccination drive is gathering
steam. Keeping this in mind, | believe the economy should
come back to a steady recovery path. The markets are clearly
exhibiting confidence, signalling better times ahead. Our
people are well equipped with top class digital infrastructure
to function seamlessly. We have created the tools to provide
best-in-class User Interface and User Experience to our
customers and partners. We will continue to strengthen our
digital capabilities with a focus on delivering customer delight.

More importantly, despite strong growth in the past decade,
mutual fund penetration remains extremely low in India.
At HDFC AMC, we are well positioned to capitalise on the
opportunities with Pedigree, People, Processes, Products,
Performance, Presence, Partnerships and Platform. While
maintaining a highly cost-conscious culture, we will not shy
away from investing in the future. As India continues on its
growth journey, we aspire to be a wealth creator for every
Indian with an audacious vision: tobe the mostrespected asset
manager in the world.

| thank you once again for your trust and confidence in HDFC
AMC. | also take this opportunity to thank our customers,
distribution partners, service providers, and above all, our
people for their unwavering commitment. We would like to
thank SEBI for continued guidance and direction for an orderly
growth of our industry.

Navneet Munot
MD & CEO

ANNUAL REPORT 2020-21 15



HDFC ASSET MANAGEMENT COMPANY LIMITED

Digital

Our solutions are built on cloud

leveraging emerging technologies
which are secure, robust and scalam’ 47'.

Our Key Focus is to:

S 2 > a5

Enable multiple digital channels for our Power our Partners digitally
diverse investor base for transactions, across channels

Continuous iterative approach to
improve user experience

statements, updates etc.

Key initiatives during the year:

Increased Personalization
for users

We have enhanced our user experience with
personalization tools to amplify engagement and
create experiences that resonate with our users.

High touch Service models

To ensure our users have all the help they need,
at their fingertips, this year, we introduced new
easy-to-use, minimum-effort service channels like
Call Back Services and Co-browsing to facilitate
faster servicing.

WhatsApp for Partners

We have added another channel for our Partners
to have easy and instant access for transactions,
statements and more on-the-go with WhatsApp
for Partners.

16  YOURTRUST. OUR BENCHMARK.

EKYC for onboarding first

time investors

With Aadhaar based EKYC, we enable new to mutual
fundinvestorsto startinvestingimmediately on our
digital channels.

Digital Marketing for Partners
Enabled our partners with both tools and
educational webinars on Digital Marketing. Over
10,000 + Partners joined us on this initiative via
multi lingual webinars on social media marketing.

Increased Automation

We have automated our system testing
process with leading market tools for robotic
process automation.
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Investor Portal Investor App Chat Bot Quick Links WhatsApp for
Investors
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Partners Portal Partners App ARN Link Admin Portal

Engagement Channels in addition to above
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Co-browsing Call Back Services Agent HelpDesk Journey
Services Management

Success stories of the year

Transaction volumes on our
inhouse platform grew

21%

>60%

of direct transactions are
oninhouse digital platform
and the balanceis divided
between physical and
aggregator platforms

We connected with a

customer every 2 minutes ~1 0 0 +
via calls, chats, mails, etc
users logged in every minute
on our online platform

last year

© &

WhatsApp for Digital Marketing
Partners Solution

He
A

Live Chat

Mobile-to-web ratio had
increased with every third
digital transaction being on
mobile

~3 new

users onboarded every
minute on our online
platform last year
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Marketing Initiatives

Our communication strategy in the wake of the COVID-19 pandemic underwent
a major overhaul in order to factor in the tectonic shifts taking place in the

world of marketing.

We increased our spends on digital communication and
advertising, increasing our presence in news and information
websites and advertisingin Over the Top (OTT) platforms. For
instance, we ran advertisements on SIPs on OTT platforms
during the Indian Premier League (IPL). Our video ads on ELSS
also appeared on various OTT platforms. We also increased
our social media presence to promote investor education.
The strategy was to engage with specific target groups
on social platforms through topical communication and
moment marketing.

A few of the campaigns that we launched in FY 20-21:

We launched MFBytes in last April, a one of its kind gamified
investor education app that enables users to not only learn
about mutual funds through byte-sized courses, but also
engages users through gamified quizzes for each course.
MFBytes has content for everyone, whether a novice or a
seasoned investor. It presents users with an opportunity to
top the leaderboard of the app once they complete all the
courses within the app. We also launched MFBytes in Hindi to
reach out to the wider Hindi-speaking markets in Tier 2 and
Tier 3 towns and help them to learn about investments and
financial planning.

Child Education

The digital film released in 2020 on
Children’s Day, aimed to educate and
create awareness among parents
that only long-term investment
could ensure a bright future for
their kids, and this could be done
through Solution Oriented Children's
Fund. The video garnered over
21 Lakh views.
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Long Innings with SIP
The film released during the 2020 IPL
used the analogy of cricket to talk
about SIP investments, encouraging
SIP investors to stay invested
without getting distracted by market
fluctuations and actinginahurry. The
video garnered over 18 Lakh views.

Second Marriage

The objective of this filmwas to create
awareness aboutinvestment through
SIPs by drawing a parallel between
relationshipsinlife and the principle of
investing in mutual funds where trust
builds up gradually over time as one
stays invested. The video garnered
over 19 Lakh views.
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Multi Asset Funds

As part of our Investor Education initiative, we wanted to
educate investors about the potential benefits of investing
in a Multi Asset Fund. In order to drive this message home
we simplified it for the masses through films and with the
help of a simple crossword puzzle in the daily newspaper,
where a husband is seen explaining to his wife the benefits
of investing in a multi-asset fund. The video garnered over
99 Lakh views.

Pl 5 HDFC S
Education | e yvergrTy

BHAROSA APNO KA

KAMAL KUMBHAR

Women's Day

We launched a series of videos with women Mutual Fund
Distributors (MFDs) on the occasion of International
Women's Day to pay a tribute to their work. We alsolaunched
avideoon Women's day introducing Kamal Kumbhar, a social
entrepreneur whowent throughalot of challenges & despite
that, inspired many other women & kept marching towards
her goals one step at a time.

HDFC MF - New Endeavors

In line with the rapid growth in mobile usage, we plan to
target users with a mobile-first approach and reach out
especially to millennials through customised communication
across various digital platforms. We also aim to expand our
campaign communications in more local languages.

BHAROSA APNO KA

qisen]

Come back stronger

Duringthe challengingtimeslast year, we attemptedto send
amessage of hope with our campaign # ComeBackStronger.
The video expressed solidarity with the people.

Networkm & Bptasi S HDES,

'BHAROSA APNO KA

PRESENT

Bachat, Nivesh aur Aap

We did a four-episode TV series — Bachat, Nivesh aur Aap
— COVID Special, with CNBC Awaaz and a few regional
channelsin2020. Allthe episodes were topicalandaddressed
concerns of investors in the pandemic environment.

ANNUAL REPORT 2020-21 19



HDFC ASSET MANAGEMENT COMPANY LIMITED

ESG Initiatives

The HDFC Group has been associated
with high levels of social responsibility,
ethical business practices and strong
governance oversight.

Asoneofthelargest employersinindia, the Group has ensured
alignment of this culture with its employees and associates.
The Group operates with a shared mindset that sustainability
goals are part of its financial goals. HDFC AMC inherits this
culture and integrates it into its qualitative and quantitative
ESG factors. Although this culture underlies business
communication and activity at the grassroot level, we can
summarise some of our commitments towards Environment,
Socialand Governance factors as below.
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Environment

We are a service-oriented business primarily involved in
flow of information and financial transactions. Our carbon
footprint is therefore limited to the use of consumables, such
as paper, plastic, office equipment, water and energy. Well
before environmental concerns picked upinIndiaas aconcept,
we realised the importance of going paperless, not only for
conservation of the environment, but also as a benefit to our
operating efficiencies. We joined the efforts of the industry
to move to a digital delivery of account statements over the
last decade.

We have consistently invested in technology and built a roust
digitalenvironmentinthe organisationto ensure minimumuse
of paper-based transactions and communication. Over the
last 5 years, our digital transactions have grown at a CAGR of
38%. Inthe FY 20-21, 82% of our transactions were executed
digitally as against 69% inFY 19-20,and 36% in FY 15-16.

There is a pressing need to conserve water, energy and
manage waste (Physical/E-Waste) in an eco-friendly manner.
To achieve these objectives we conduct awareness drives,
encourage reuse/recycle wherever possible and monitor
improvement. Our process of managing e-waste is validated
by an external agency.

Investor KYC, On-boarding,
transacting, statement of
account, all done digitally.

Optimal usage of office
equipment, stationery &
consumables.

Replacement of plastic water
bottles with glass/steel
bottles.

Deployment of plastic
recycling machines

Installation of low
consumption, energy efficient
fittings, including automatic
lighting, water taps, air dryers,
etc.

Frequent communication to
employees on optimum usage
of consumables

Weintend to continue identifyingand acting on opportunities
toreduce ourimpactonthe environment. Thisincludes further
upgradation to our technology and digital infrastructure,
launching greeninitiatives with our customersand partnersand
promotingan overall culture of conservationand sustainability.
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Social

Our continued focus to nurture relationships with key
stakeholders in our business, the investors, distributors,
employees, suppliers and community at large is the key to our
success. In all of our interactions, we ensure sensitisation to
important social factors like diversity andinclusion, workplace
practices and prohibition of economic, racial or physical
inequalities.

We are an equal opportunity employer. We believe in hiring the
right talent on merits and up skilling of the work force to align
with the changing business environment. For example, we are
upskilling more than 1000 of our employees by enrolling them
for CFA Foundation course which covers various aspects of
investment management. We believe such large initiatives will
enhance the overall skill level of the industry, with immense
benefits percolating to the large mutual fund distribution
network and even to mutual fund investors.

We run various initiatives with our distribution partners and
customers to continuously engage with the community at
large. Theseinclude programmes centred around special days
ofthe year, educational programmes for large audiences, social
media campaigns around positivity and optimism, donation
drives during calamities, and various other events. We were
also commended for our unique decade long programme to
provide financial assistance for the treatment of needy and
low-income patients.

We are one of the youngest work-force with an average age
of 34 years, and amongst the lowest attrition rate in the BFSI
space. We are strong proponents of ensuring pay parity, career
developmentand overallfairnessintreatment ofallemployees.

We are now present at 227 locations in India, providing local
employment opportunities and business to local vendors.
Presence at multiple locations ensure our work force
comprises of people from diverse backgrounds. Over 25 % of
our permanent work force are women.

Governance

Our Board and Management share a mutual and firm
commitment toward sustainability, which is reflected in our
internal practices around governance, employee and partner
development, environmental impact, ethical practices,
universal fair treatment and data privacy. Our board acts
independently and is highly engaged with the management
in ensuring best practices across all functions. The Board
acts as stewards on behalf of our shareholders in overseeing
managementand operations, evaluatingriskand opportunities
for our business and challenging our management team.
The diverse backgrounds of our individual directors play a
significant role in their ability to oversee our business from
a variety of perspectives. We have a Board Diversity Policy,

which includes guidance on skills, qualification, professional
experience, knowledge, gender, ethnicity and background.

We have well laid out policies documented and available to all
our stakeholders. These provide clear guidelines around Code
of Conduct, nomination and remuneration, whistle blowing,
handling of UPSI, and various other activities to ensure the
highest level of governance is adhered to. The Company
has also prescribed strict guidelines and processes for the
prevention of bribery, corruption and fraud. HDFC's zero
tolerance in the matters relating to unethical practices has
helped it not only gain the tremendous confidence and trust
of its stakeholders but also market leadership. New employees
are well initiated to all company policies and practices, with
access to detailed employee guidelines.

Well-defined Code of Conduct
(CoC) for employees.

Training on Anti-Money
Laundering and cyber-
security to employees

Well-defined Privacy Policy
and includes data security
measures and standards.

Ourinvestment team monitors ESGrelated factorsininvestee
companies. They engage with the management of investee
companies on issues such as executive compensation,
dividend distribution policies, capital allocation, related party
transactions etc. We have adopted a stewardship code in line
with the regulatory prescription.

We have implemented highly institutionalised risk
management practices, designed taking into consideration
the varying needs of our organisation, operating structure,
business operations and regulatory requirements. Our
risk management philosophy clearly defines these lines of
defence within the organisation. Our Board approved policy
details out our approach torisk managementandtherolesand
responsibilities of all stakeholders. The Audit Committee and
Risk Management Committee are responsible for overseeing
the risk management framework, reviewing the key risks and
mitigation strategies, and ensuring the effectiveness of risk
management policies and procedures. The Management
is also responsible for ensuring that the risk management
framework is effectively implemented within all areas of their
respective functions.

We place regulatory andlegal compliance at the highestlevel of
priority inallour operations. We are part of ahighly transparent
industry, and we uphold our brand culture to endeavor to
go one step further regarding disclosures, compliance and
best practices.
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Our Board of Directors

Deepak S. Parekh

Non-Executive Director and Chairman

Mr. Deepak Parekh [DIN 00009078] is a
Non-Executive Director and Chairman on
our Board. He has been on our Board since
July 4, 2000. He is also the Non-Executive
Director and Chairman of one of our
Promoters, Housing Development Finance
Corporation Limited (HDFC) and its key
subsidiaries. He is a fellow of the Institute
of Chartered Accountants (England and
Wales). He is on the board of several leading
companies across diverse sectors. He
has won several awards and accolades,
which includes Padma Bhushan, one of the
highest civilian awards by the Government
of India in 2006, '‘Bundesverdienstkreuz’,
Germany's Cross of the Order of Merit, one
of the highest distinction, by the Federal
Republic of Germany, in 2014, "Knight in the
Order of the Legion of Honour", one of the
highest distinctions by the French Repubilic,
in 2010, first of a network of international
ambassadors for championingLondonacross
the globe by the Mayor of Londonin 2017, first
international recipient of the Outstanding
Achievement Award by the Institute of
Chartered Accountantsin Englandand Wales
in2010andthe 'Lifetime Achievement Award’
at CNBC TV18's 15 India Business Leader
Awards, 2020.
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Keki Mistry

Non-Executive Director

Mr. Keki Mistry [DIN 00008886] is a
Non-Executive Director on the Company'’s
Boardsince December24,2007.He isalsothe
Vice Chairman and Chief Executive Officer of
one of our Promoters, HDFC. He is a fellow
of the Institute of Chartered Accountants
of India. He joined HDFC in 1981. He was
appointed as an Executive Director of HDFC
in 1993, as the Deputy Managing Director
in 1999 and as the Managing Director in
2000. He was re-designated as the Vice
Chairman and Managing Director of HDFC
in October 2007 and as the Vice Chairman
and Chief Executive Officer, with effect from
January 1, 2010. Some of his recognitions
include being awarded ‘CEO of The Year’
under BFSI Category at CNBC Awaaz CEO
Awards 2019, “"Best Independent Director
Award 2014" by Asian Centre for Corporate
Governance & Sustainability, the Best CEO
Financial Services (Large Companies) 2014 by
Business Today magazine, CFO India Hall of
Fame by the CFO India Magazinein 2012, One
of Best CEO for Investor Relations- India at
the Thomson Reuters “Extel Awards” - 2021,
Best Banker of the year in 2011 by Financial
Express,awarded the QIMPRO Gold Standard
2011- Leader for Quality in Business by the
Qimpro Foundation, honoured with the ‘CA
Business Achiever of the year’ award in the
Financial Sector by the Institute of Chartered
Accountants of India (ICAl) in 2011, declared
astheBest CFOinFinancial Services Category
by the ICAlfor 2008,and CNBC TV18's award
for the ‘Best Performing CFO in the Financial
Services Sector’ for three consecutive
years - 2006, 2007 and 2008 and CFO of
the Year for 2008 and selection as the 'Best
Investor Relations Officer’ in the Corporate
Governance poll by Asiamoney (2008).
Heis the chairman of the Cll National Council
on Corporate Governance and a member
of Primary Market Advisory Committee set
up by the Securities and Exchange Board of
India (SEBI). He was also a member of the
Committee on Corporate Governance setup
by the SEBI.

Renu S. Karnad
Non-Executive Director

Ms. Renu Karnad [DIN 00008064] is a
Non-Executive Director on the Company'’s
Board since July 4, 2000. She is also the
Managing Director of one of our Promoters,
HDFC with effect from January 1, 2010. She
holds a Master's degree in Economics from
the University of Delhi and a Bachelor's
degreeinLaw from the University of Mumbai.
She is a Parvin Fellow — Woodrow Wilson
School of Public and International Affairs,
Princeton University, USA. Ms. Karnad has
had to her credit, numerous awards and
accolades. Prominent among them being
featured in list of ‘25 top non-banking
women in finance’ by U.S. Banker magazine,
listed by Wall Street Journal Asia as among
the "Top Ten Powerful Women to Watch Out
for in Asia’. "Outstanding, Woman Business
Leader” by CNBC-TV18, 25 Most Influential
Women Professionals in India by India Today.
Ms. Karnad is currently the President of the
International Union for Housing Finance
(IUHF), an association of global housing
finance firms.
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James Aird
Non-Executive Director

Mr. James Aird [DIN 01057384]
Non-Executive Director on the Company'’s
Board and has been nominated by one of
our Promoters, Standard Life Investments
Limited. He has been on the Company's
Board since April 23, 2009. He holds a degree
in Economics from Edinburgh University. He
is the Global Head of Strategic Partnerships
for Standard Life Aberdeen plc (formerly
Standard Life plc) where he focusses on
developing new international business, joint
ventures and mergers and acquisitions and
is responsible for corporate finance. He
joined Standard Life Aberdeen plc in 1997
and has held a number of senior roles within
Standard Life Aberdeen plc, including as the
ChiefExecutive of Standard Life Investments
mutual fund business and as a director of

is a

Standard Life Investments (Asia) in Hong
Kong. He was the Chief Executive of Ignis
Investment Services Limited, from 2015 -
2020, where he was responsible for the day-
to-day management of the business.

Rushad Abadan

Additional (Non-Executive
Non-Independent) Director

Mr. Rushad Abadan [DIN 08035538] is
appointed as an Additional (Non-Executive
Non-Independent) Director on our Boardand
hasbeennominated by one of our Promoters,
Standard Life Investments Limited.
Mr. Abadanjoined Standard Life Aberdeen plc
asits Group General Counselin January 2016.
He is a member of the Executive Leadership
Team and holds executive responsibility
for the group's global legal and governance
function. Prior to this, Mr. Abadan held
several senior positionsinanother significant
NatWest Group
(previously Royal Bank of Scotland Group),
including as Group Deputy General Counsel
and General Counsel Corporate and M&A.
Mr. Abadan also has previous experience as
a M&A and private equity counsel with Indian
law firms, Crawford Bayley & Co. and DSK
Legal, and subsequently with the UK law firm,
CMS. Mr. Abadan was an alternate director of
HDFC Life Insurance Company Limited until
January 2021.

financial institution,

Dhruv Kaji

Independent Director

Mr. Dhruv Kaji [DIN 00192559] is an
Independent Director on the Company’s
Board with effect from October 31, 2018. He
holds aBachelor’'s degree in Commerce from
the University of Mumbai and is an Associate
Member of the Institute of Chartered
Accountants of India. He was the Finance
Director of Raymond Limited, Executive
Director of Pinesworth Holdings Pte. Ltd.
(Singapore) and a Director on the Boards
of Raymond Apparel Limited, Colorplus
Fashions Limited, Hindustan Oil Exploration
Company Limited, Balaji Telefilms Limited,
Balaji Motion Pictures Limited and Diamines
& Chemicals Limited. He is currently an
advisor, guiding business strategies and
organizational development, both in India
andabroad. HeisalsoaDirectoronthe Board
of Network 18 Media & Investments Limited,
TV 18 Broadcast Limited and Ceinsys Tech
Limited.
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Our Board of Directors

Jairaj Purandare
Independent Director

Mr. Jairaj Purandare [DIN 00159886] is an
Independent Director on the Company's
Board with effect from October 31, 2018. He
is the Founder Chairman of JMP Advisors Pvt
Ltd, a leading advisory, tax and regulatory
services firm, based in Mumbai, India. He
has three and half decades of experience
in tax and business advisory matters and
is an authority on tax and regulation. He
was Regional Managing Partner, Chairman
— Tax and Country Leader - Markets &
Industries of Pricewaterhouse Coopers,
India. He was earlier Chairman of Ernst &
Young India (EY). He was the Country Head
of the Tax & Business Advisory practice of
Andersen India, before joining EY. He has
considerable experience on various issues in
the Financial Services, Infrastructure, Power,
Telecom, Media, Pharma and Auto sectors.
International Tax Review (Euromoney), in
its report - World's Leading Tax Advisors,
has named him several times as among the
leading Tax Advisors in India. A frequent
speaker at seminars in India and abroad, he
has presented several papers in areas of
his expertise, including inbound/outbound
investment structuring, international tax,
transfer pricing, M&As, Indian Budget and
Economy. He is an Independent Director
on the boards of two other companies. He
is fellow member of Institute of Chartered
Accountants of India and holds a degree of
Bachelor of Science (Hons) from University
of Bombay.
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Parag Shah

Independent Director

Mr. Parag Shah [DIN 00374944] is an
Independent Director on the Company'’s
Board with effect from January 22, 2019. He
isthe Managing Partner of Mahindra Partners,
the Private Equity and Venture Capital
division of the Mahindra Group. In a career
spanning over 20 years, Mr. Shah has held
various positions with the Mahindra Group
andis aDirector onseveral Group companies.
He has extensive experience in building new
businesses, start ups, turn arounds, joint
ventures and mergers & acquisitions. He is
the Group lead for business representation
in Israel and is also an Executive Committee
member of various councils of Mahindra
Learning University. Mr. Shah has been an
Executive Committee Member of the ClII
National Committee on Private Equity and
Venture Capital, FICCI Solar Energy Task
Force, ClINational Committee on Renewable
Energy, American Alumni Association in
addition to other external associations.
He is part of the Cll National Healthcare
Council. He is also an angel investor & is on
the advisory board of Trustees of The IndUS
Entrepreneurs, Mumbai(TiE). Mr. Shahholds a
BS Degreein Computer Engineering fromthe
Illinois Institute of Technology with special
electives in Psychology and Manufacturing
Technology and is a graduate of the General
Management Program from Harvard
Business School. He has been recognised
by Economics Times and Spencer Stuart as
India’s Top 40 Business Leadersundertheage
of 40. He was also featured by India Today as
"Leader of Tomorrow" in their anniversary
issue. Parag is affiliated with various NGO
associations such as Sabarkanta Relief
Committee and S&G Charitable Trust. He has
also been a Founder Director of “Executives
Without Borders”,an NGO basedin USA.

Roshni Nadar Malhotra

Independent Director

Ms. RoshniNadar Malhotra [DIN 02346621] is
an Independent Director on the Company's
Board with effect from April 27, 2019. She
is the Chairperson on the Board of HCL
Technologies, and Chairperson of its CSR
Committee. She is also the CEO of HCL
Corporation and a Trustee of the Shiv
Nadar Foundation, which is committed to
the process of nation building by driving
transformational leadership through
education. Roshni is the Chairperson
and driving force behind VidyaGyan, a
leadership academy for the meritorious but
economically underprivileged, rural students
of Uttar Pradesh. She is also the Founder &
Trustee of the Habitats Trust, a foundation
working towards protecting habitats and
their indigenous species. Passionate about
wildlife and nature, she founded the Trust
with the mission of creating and conserving
sustainable ecosystems through strategic
partnerships and collaborations with all
stakeholders at every level. Roshni is a
member of the Dean’s Advisory Council
at the MIT School of Engineering, USA and
serves on the board of directors of US-India
Strategic Partnership Forum (USISPF). She
has been featured in ‘'The World's 100 Most
Powerful Women' list, compiled and released
by Forbes, for four consecutive years since
2017 and is an alumnus of the Forum of
Young Global Leaders (YGL), a unique and
diverse community of the world’'s most
outstanding, next-generation leaders, an
initiative of the World Economic Forum. She
holds an MBA from the Kellogg Graduate
School of Management with afocus on Social
Enterprise and Management and Strategy.
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Sanjay Bhandarkar

Independent Director

Mr. Sanjay Bhandarkar [DIN 01260274] is an
Independent Director on the Company’s
Board with effect from October 31, 2018. He
has over three decades of corporate finance,
advisory andinvestment banking experience
in the country. He is also an independent
non-executive director on the boards of
other listed companies such as Tata Power
Company Limited and S Chand & Company
Limited since late 2016 and also on the board
of other unlisted companies such as Tata
Projects Limited and Chemplast Sanmar
Limited and on the board of the National
Investment and Infrastructure Fund Limited
as a shareholder nominee. Sanjay is on the
Investment Committee of a SEBI registered
seed capital fund called Contrarian Vriddhi
as an external IC member. The fund has
fully invested its corpus. He is also on the
Investment Committee of the US$ 170m
South Asia Growth Fund Il of GEF Capital
Partners as an external IC member. He is on
the advisory board of 1Crowd, a seed capital
stage onlineinvesting platformwhichhasalso
raised a SEBI approved fund for seed stage
investing. Sanjay started his career with ICICI
in 1990 and ISec, the joint venture between
ICICland JP Morgan,andthenspenttwoyears
with Peregrine Capital. He was part of the
foundingteam of Rothschild Indiain 1998 and
played a key role in establishing Rothschild
as a well-recognised and respected pure
play advisory investment banking firm in
India. He led the Rothschild India business
from December 2005 to June 2016 when he
stepped down from his full-time role. Sanjay's
focus at Rothschild was on M&A as well as
equity capital market advisory for Indian and
international companies. He led the teams
that worked closely with the Government of
India on the 3G and BWA spectrum auctions,
the first e-auctions done in India, and on the
restructuring of the Enron and GE owned
Dabhol power project, one of the largest and
most complex restructurings to date. Sanjay
did his MBA from XLRI, Jamshedpurin 1990.

Shashi Kant Sharma

Independent Director

Mr. Shashi Kant Sharma [DIN 03281847] is
an Independent Director on the Company's
Board with effect from October 26, 2019.
He served as the Comptroller and Auditor
General (CAG) of India from 23 May, 2013
to 24 September, 2017. Before taking
office as the CAG, he was the Defense
Secretary, Government of India. He was
also the Secretary, Department of Financial
Services (Ministry of Finance) and Secretary,
Department of Information Technology
(Ministry of Telecommunication), in the
Government of India. In his capacity as
CAG of India, he was elected by the General
Assembly of the United Nations as a Member
of UN Board of Auditors in July, 2014, and
was chairing the UN Board of Auditors. He
was active on the Governing Boards of the
International Organization of Supreme
Audit Institutions (INTOSAI) and the Asian
Organization of Supreme Audit Institutions
(ASOSAI). He was chairperson of the
INTOSAI's Knowledge Sharing Committee
and Working Group on
Technology. He chaired the 13t Assembly
of the ASOSAI (Kuala Lumpur, 2015) and
the Commonwealth Auditors General
Conference (Delhi, 2017). Asamember of the
Indian Administrative Service since 1976, he
has also worked in various other capacities
in the Central government and in Bihar
state, including extensive field assignments
in districts. In all, he has over forty years of
experiencein public policy and management.
He has an M.A. in Political Science from Agra
University (India) and M.Sc. in Administrative
Science and Development Problems from the
University of York (the UK). In June 2016, he
was conferred an Honorary Professorship at
Nanjing Audit University, China.

Information

Navneet Munot
Managing Director & Chief Executive
Officer

Mr. Navneet Munot [DIN 05247228] is
the Managing Director & Chief Executive
Officer of the Company since February 16,
2021. He has 27 years of rich experience in
financial services. Prior to this, he worked
with SBI Funds Management Private Limited
as an Executive Director and CIO and was a
key member of the Executive Committee
since December 2008. As the CIO, he was
responsible for overseeinginvestments over
$ 150 billion across various asset classes in
mutual funds and segregated accounts. He
was also a nominee director on the Board of
SBIPension Funds Private Limited.

Mr. Munot started his career in 1994 with
Aditya Birla Group. He then joined Birla
Global Finance Limited and worked in various
spheres of financial services business. He had
a brief stint in the sell-side with Birla Sunlife
Securities Limited. As the Chief Investment
Officer (ClO) for fixed income and hybrid
fundsinBirla Sunlife Mutual fund, he playedan
importantroleinbusiness development while
delivering consistent risk-adjusted returns.
He moved to Morgan Stanley Investment
Managementin 2007 as an Executive Director
and head of multi-strategy boutique and
then joined SBI Funds Management Private
Ltd in December 2008. Presently, he is the
Chairman ofthe Board of Indian Association of
Investment Professionals (CFA society, India).
He has a Masters degree in Accountancy
and Business Statistics and is a qualified
Chartered Accountant. He is also a charter
holder of CFA Institute and CAIA Institute and
done Financial Risk Management (FRM).
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Our Leadership Team

Spearheaded by our Managing Director & Chief Executive Officer, Navneet Munot
and Executive Director & Chief Investment Officer, Prashant Jain, our leadership
team has demonstrated track record on execution across different economic
cycles. Known for setting industry benchmarks around performance and solid
corporate governance practices, this team is truly responsible for enabling our

Company to achieve greater heights.

Investments

Equity

Amit Ganatra
Senior Fund Manager

Krishan Kumar Daga
Senior Fund Manager

Fixed Income

Chirag Setalvad

Senior Fund Manager

Gopal Agrawal

Senior Fund Manager

Rakesh Vyas
Fund Manager - Equities
and Senior Equity Analyst

Anil Bamboli

Senior Fund Manager

Anupam Joshi
Fund Manager

Shobhit Mehrotra

Senior Fund Manager and
Head of Credit

Sales

Naveen Gogia Rajiv Maniar Shyamali Basu Simal Kanuga

Co-Head - Sales & Co-Head -Sales and Head -Products, Marketing Head -PMS Sales, New

Distribution, Co-Head - Distribution & Training Initiatives and Product

International Business and Development, Co-Head -

Head - Public Relations International Business and
Chief Investor Relations
Officer (AMC)

Corporate

Alok Sheopurkar John Mathew Mudeita Patrao Piyush Surana

Head -Human Resources

Supriya Sapre
Chief Compliance Officer

Head - Client Services

Sylvia Furtado

Company Secretary
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Head- Operations
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Management Discussion and Analysis

Economy, Markets, Industry
A. Economicenvironment

Al. Global

FY 20-21 willgodowninhistory as one of the most challenging
years in recent history. The economic and social disruption
faced by people across the world due to the COVID-19
pandemic was hitherto unfathomable. After the declaration
of COVID-19 as a pandemic, the uncertainty, rapid spread
and pressure on the health infrastructure caused many
countries to impose varying degree of lockdowns and
restrictions onpublicmovementand gatherings. Thisbrought
about an abrupt halt to economic activities and triggered
concerns in the real economy as well as financial markets.
There were large scale layoffs, equities plummeted sharply,
yields plunged and volatility engulfed the forex markets.

REAL GDP GROWTH (%)
(%)
6.0
4'1 4-4
3.4
-3.3
2010-14 2015-19 2020E 2021E 2022E

Source: IMF

The number of COVID-19 cases rose at a fast pace in most
countries, although therestrictions andlockdowns contained
the spread to a certain extent. Many countries such as the
US, UK, European countries, etc. even experienced a 2" and
3 wave in the second half of the year, with gradual easing
of lockdowns. While new cases have moderated from their
peak in many countries, they still continue to remain at an
elevatedlevel. As on March 31, 2021, an estimated ~13 Crore

Note: CY stands for calendar year

people have been infected by COVID-19 with an average
mortality rate of ~2.2%. Fortunately, the combined efforts of
governments and pharma companies in developing vaccines
fructified. Today, multiple vaccines have been developed and
rolled out within arecord span of 8-10 months as against the
usual timeframe of ~8-10 years. The vaccination process has
begun at arapid pace and by end of 2021, it is likely that most
advanced economies would have vaccinated a critical mass of
their population. This is likely to go along way in preventing a
resurgence of the virus in those countries and aid a rebound
of the global economy at a robust pace.

The impact on the global economy was unavoidable and
Q1CY20 witnessed the highest GDP contraction since World
War Il. However, post the initial shock, the global economic
situation started to normalise aided by fiscal stimulus,
increased global liquidity, improvement in consumer
confidence and the easing of restrictions. IMF estimates
that world GDP contracted by 3.3% in CY20, after 10 years
of continuous expansion. In general, services were impacted
more than manufacturing sector and unemployment rate
in many economies rose higher than levels seen during the
Global Financial Crisis (GFC).

The governments and central banks in advanced as well as
emerging markets were quick to respond and announced a
flurry of measures to prevent this health crisis from turning
into an economic one. The scale of fiscal and monetary
stimulus was unprecedented, surpassing the magnitude
witnessed during the GFC. The actions taken included direct
income transfers, increase in unemployment benefits,
concessional credit to businesses impacted, reductions in
policy rates, restarting quantitative easing aggressively,
stepping up spending on health infrastructure, etc. These
globally synchronised measures helped stabilise the financial
markets and volatility reduced significantly.

These measures led to a considerable widening of fiscal
deficits and sovereign debt as a % of GDP rising to all-time
high levels for Advanced Economies (AEs) and Emerging
& Developing Economies (EMEs). Aggressive monetary
stimulus by global central banks resulted in massive increase
intheir balance sheet size as well. Further, with the US Federal
Reserve (US Fed), European Central Bank (ECB) and Bank of
Japan (BoJ) not expected to roll back the quantitative easing
anytime soon, the size is likely to increase further.
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GENERAL GOVERNMENT DEBT AS % OF GDP
(%)
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The economy bounced back strongly and improved
sequentially Q3CY20 onwards as restrictions eased and the
policy responses began to show impact. YoY contraction
narrowed significantly, global trade started normalising
and unemployment moderated. Despite many countries
experiencing a 2" and 3" COVID-19 wave, the impact on
economy and financial markets was not severe as people
adapted to the new normal.
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Global commodity prices also witnessed extraordinary
volatility with a sharp fall during the early part of the year
followed by buoyant rise in the second half. The rally in
commodity continuedinthefirst half of 2021 andis nowbeing
called a ‘commodity super cycle’' by many experts.

An important fallout of this crisis was that most economies
witnessed a rise in household savings as uncertainty and
restricted mobility led to an aversion to spending and
reduction of avenues for it. The consumers scaled back their
discretionary spends, especially services.
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GLOBAL HH SAVINGS RATE
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Going forward, the fast paced normalisation in economic
activity, rise in savings and low leverage of households in
advanced economies (AEs), continued monetary and fiscal
support along with return of consumer confidence should
propel a strong growth reboundin 2021 and beyond.

A2. India

The Indian economy entered the pandemic while it was in
the midst of a cyclical slowdown. Hence, the impact of the
pandemic was prominent.

The cases in India started rising from March 2020. To curb
the spread and scale up the health infrastructure in the face
of uncertainty, the Government of India (Gol) implemented
one of the strictest lockdowns starting from the last week of
March 2020. The economic impact of this sudden standstill
was inescapable and the GDP contracted by over 24% YoY
in Q1FY 21.

Thegovernmentannouncedtargeted measuresto softenthe
blow of this sudden slowdown. Inthe first round of measures
under the Garib Kalyan Yojana — largely targeted towards
the most vulnerable sections of society —it distributed free
food grains, free LPG cylinders, direct transfer of money to
senior citizens and women, among other measures. Thiswas
followed by initiatives to support the economy, carry outlong
pending reforms and lift employment under the Atmanirbhar
Bharat package. The measures announcedincluded support
for MSMEs and the rural sector, incentives for domestic
manufacturing, plan for privatisation of many CPSEs and
other sector specific measures. This was supplemented
by other measures under the broader umbrella of
the Atmanirbhar Bharat package, primarily targeting
sector specific reliefs along with support and push for
domestic manufacturing.

Key highlights of FY 20-21

* S&Preaffirmedindia’s sovereignratingat BBB-/Stable
and Moody's downgraded it to Baa3/Outlook negative
(from Baa2/Stable). Fitch too, revised India’s rating
outlook to negative, while maintaining the rating at
BBB-. Thus, currently India’s sovereign rating is BBB-
(similar to Baa3) by all the three major international
rating agencies.

e Capex focused budget announced for FY 21-22 with
higher allocation to capital spending, announcement
of setting up of “Bad Bank", Developmental Financial
Institution, etc.

* Franklin Templeton India Mutual Fund announced
winding up of 6 debt schemes due to sharp increase in
redemptions and liquidity pressures.

* Indian Supreme Court (SC) dismissed review petitions
of the telecom companies on the AGR case but later
allowed payment to be made over 10 years.

* Announcement of Production Linked Incentive (PLI)
Scheme by Gol for 13 sectors, to boost domestic
manufacturing.

* US saw achangeinregime with Joe Biden, a democrat
representative, winning US Presidential elections. He
announced large fiscal stimulus of USD 1.9 trillion, in
addition to earlier measures.

The Reserve Bank of India (RBI) also led from the front and
announced aggressive measures to ease financial conditions,
improve liquidity and reduce financial market volatility. Apart
fromreducing repo rate by 115 bps, it reduced Cash Reserve
Ratio (CRR) by 1% for ayear, gave special refinancing facilities
for select PFls, permitted moratorium and restructuring of
loans, among other measures. The RBI also took a leaf from
developed economies Central banks and announced Long
Term Repo Operation (LTROs), Targeted LTROs, Operation
TWIST, etc. Recently (April 2021), it has also launched
Government Securities Acquisition Programme (G-SAP)
under which it expressly commits an amount for purchasing
Gsecs, a move deemed similar to Quantitative Easing done
by Central Banks of Advanced Economies.

Driven by easing of restrictions, government and RBI
measures, normalisation of activity as well as the pent-up
demand, the economy started to heal and GDP contraction
narrowed considerably in Q2FY 21. GDP growth turned
positive in Q3FY 21 and Q4FY 21 led by improvement in
personal as well as Government consumption along with a
reboundininvestment spending. While agriculture remained
resilient to pandemic disruption, manufacturing and power
sector bounced back strongly post the unlocking. However,
on a full year basis, India’'s GDP shrunk by 7.3%, a first after
four decades.
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An important insight which is often missed in the headline
numbers is that the Indian recovery has possibly been
uneven, because the pandemicimpacted different categories
of households (HH) differently. Indian HH income pyramids
indicate that over 75% of Indian HHs earn less than ¥ 4 Lakh
perannum. This category includes people who are employed
in the unorganised segment / services sector or are casual
workers / self-employed. They are likely to have limited
savings. Itis no secret that the pandemic hasimpacted these
sectorsmore and theimpactis continuing due to the 2"¢wave.
Thus, the adversity and impact on income is more acute for
people employed in these sectors, compared to those at the
upper end of the pyramid. Source: UBS

HHINCOME DISTRIBUTION (FY 20E)
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In view of the above, it is likely that, though the recovery has
been sharp, it has been uneven. As someone has famously
remarked, "we are in the same storm, but not in the
same boat".

However, the outlook for FY 21-22 is optimistic and likely
to register strong growth on the back of a low base effect,
continued momentum of economic activity and conducive
global environment. RBI estimates GDP to grow by 9.5% in
FY 21-22. (Source: MPC Meeting June 2021).

The estimates were revised down (April 2021: 10.5%) recently
as the surge in cases since February 2021 is likely to impact
the recovery. While the impact till March 2021 was of alesser
degree, thefirstquarter of FY 21-22 has witnessed aslowdown
in momentum driven by fresh lockdowns and restrictions, by
most major state governments. Further, the 2"wave has also
impacted the rural sector more compared to the first wave.
These developments can adversely impact growth in H1FY
22 (assuming the situation does not deteriorate significantly
from hereon).

Indian economy outlook beyond COVID-19: While the
near-term outlook of Indian economy is likely to be impacted
adversely by the new restrictions and surge in COVID-19
cases, the outlook over the medium-term the remains
robust, possibly, even better than pre COVID-19 levels.
India has aninherently huge growth potential given the large
under penetration of consumer durables and investment
potential due to large unmet infrastructure needs. Further,
the following developments which have happened over past
few years bodes well for growth outlook of India.

PLIScheme approved for 13 key sectors (T ‘000 Cr) - Incentives

Mobile phone 41.0
Drug Intermediaries, APIs 6.9
Medical Devices 3.4
Advance Chemicals/Cell Battery 18.1
Electronic/Technology Products 5.0
Automobiles & Auto Components 57.0
Pharmaceuticals drugs 15.0
Telecom & Networking Production 12.2
Textile: MMF segment/Technical 10.7
Food products 10.9
HE Solar PV Modules 4.5
White Goods 6.2
Specialty Steel 6.3
Total 197.2

Made in India gets shot in the arm: Over the past few
years, many MNCs were shifting base from China to other
EMs on the back of rising wage costs as well as compliance
and environmental costs. The episode of COVID-19 and
the disruption in supply chain has highlighted the perils
of overdependence on one country. Hence, this is likely
to nudge global MNCs to consider diversifying their
manufacturing operations and accelerate the process
of shifting manufacturing from China. Simultaneously,
over the past few years, Gol has been constantly making
efforts to boost Make in India and have taken steps like
concessionary tax rates, incentivising foreign investors,
increasing sectoral FDI limits, improving ease of doing
business, etc. toattract foreign capitaland to make Indiaan
attractive manufacturing destination. The border standoff
between India and China has also accelerated the pace of
reforms by the Indian government.

FY 20-21also sawsignificant steps taken by the Government
in this direction and schemes/steps like Production Linked
Incentive (PLI) Scheme for select 13 sectors, increase in
import duties on select products, among others, were
unveiled. Apart from these reforms, India is also likely to
be a preferred destination for setting up manufacturing
operations given its large domestic market, geographical
advantage, skilled population, availability of raw materials
and relatively competitive wages. Thus, the combination
of aforesaid factors is likely to boost India’s manufacturing
and employment over medium-term.

Conducive environment for capex: Over the past few
years, weak corporate profitability, stressed bank balance
sheets, delay in resolution of cases under IBC, etc. stalled
the private capex cycle. However, the situation is fast
changing with corporate profitability turning the corner on
the back of cost savings, strongeconomicrecoveryandrise
in commodity prices. While the current capacity utilisation
still remains below pre-pandemic period, it has improved
significantly from the lows. Thus, the private capex might
witness some traction over the comingyears. Inaddition to
theabove, thelikely shiftin global supply chainfrom Chinato
EMsincluding Indiais also likely to result in pick up in capex.

Further, the government has put significant focus on capex
in recent times and has aggressively increased the capex
budget with focus on infrastructure, roads, defence, etc.
Further, Gol's National Infrastructure Pipeline (NIP) with
total outlay of more than X 110 lakh crore over FY 2019-25
should aid strong growth in infrastructure spending.
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NIP; For FY 20-21 onwards, we have estimated corporate profitability by

extrapolating FY 19-20 profit of Morgan Stanley universe of companies |4 3ddition to above, the strong recovery in domestic demand,

based on NIFTY 50 profit estimates of Kotak Institutional Equities. favourable external conditions with global trade improving
ample global and domestic liquidity, improved access to

CENTRAL GOVERNMENT CAPEX SPENDING finance, etc. bodes well for the revival of capex cycle in India.
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¢ Budget - Makes a decisive push: The FY 21-22 budget
was well received as government increased its thrust on
infrastructure with budgeted capital spending scaled up to
~2.5% of GDP from an average spend of 1.8% in past five
years. The major measures announced in the budget are:

« Setting up of Development Financial Institution with
initial capital of ¥ 20,000 Crore

« Building a National Monetisation Pipeline to monetise
existing assets to fundinfrastructure spending

« Launched Jal Jeevan Mission, to ensure access of piped
water for households, with estimated spending of ~¥ 2.9
lakh crore spread over five years

« Stepped up divestment and privatisation target with
intention to remain invested in strategic sectors only.
Also,announced privatisation of airports for Operations
and maintenance.

Fiscal situation

Gol entered the pandemic on a weak footing as the lockdown
inthelast week of March 2020 impacted revenue collections.
InFY 20-21, the fiscal deficit stretched furtheras therevenue
collections were considerably impacted, especially in first
half. However, the recovery in economic activity during the
second half made up significantly for the first half shortfall.
The gross tax revenues were largely flat on YoY basis as the
lower direct tax collections were largely set off by higher
duties on auto fuels. However, the non-tax revenues and
divestment proceeds were muted and significantly below
budget expectations.

The total expenditure rose during the year, driven by increase
in capital expenditure and pandemic related fiscal stimulus
(which were partially offset by rationalisation of revenue
spending). Notably, the government also paid off its dues on
food and fertilisers subsidies which widened fiscal deficit by
~2.5-3% of GDP.

State governments’ own tax revenues were also affected
due to the pandemic. The disruption also impacted the
GST collections. While states share of GST revenue is
protected, given the large shortfall (~1% of GDP) Central
and State Governments agreed to meet the shortfall by (1)
raising additional loans (~% 1.1 lakh crore) to be serviced by
the compensation cess collected post June 2022 and (2) by
allowing state governments to increase their fiscal deficit by
another 0.5% of GDP.
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Given the sharp rise in fiscal deficits, India’'s sovereign debt
widened significantly in FY 20-21. Further, given that the
central government has relaxed the fiscal deficit target from
bringing it down below 3% by FY 22-23 to less than 4.5% by
FY 25-26, the sovereign debt is likely to remain at elevated
levels over the medium-term. The rise in sovereign debt
impacted India’s sovereign ratings, with two of the three
major rating agencies putting India’'s rating on negative
outlook. The overhang on India’s ratingis likely to persist for
some time, and any change will be determined by a sustained
rebound in growth, improvementin financial sectors, path of
fiscal consolidation and other such factors.
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External sector: One bright spot in the overall difficult
economic scenario was India’s external sector. After various
degrees of lockdowns/restrictions were imposed by the
major countries in March 2020, commodity prices, especially
crude oil prices, fell sharply. This was a blessing in disguise
forIndia, whichis alarge net oilimporter. The strict lockdown
and its consequent impact on incomes also led to a decline
in import demand, especially that of discretionary items
such as gold, electronics, etc. This resulted in overall trade
deficit falling significantly during the year. However, net
services exports moderated only marginally compared to
last year. This is likely to result in India reporting a current
account surplus (~0.8% of GDP, Source: Kotak Institutional
Equities) after a gap 16 years. The strong external outlook
and ample global liquidity resulted in capital flows increasing
significantly during the year.
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Despite the currentaccount turning surplus andlarge capital
inflows, appreciation of the Indian Rupee was relatively low
compared to the currencies in other countries due to the
RBI's continued forex intervention throughout the year to
stem any significant rise in the Rupee. During the year, the
RBI purchased net US dollars of over $68.3 Billion in the spot
market and ~$78 Billion in forward market. This resulted in
India's foreign exchange reserves rising from $475 Billion as
on March 31, 2020 to $579 Billion as on March 31, 2021.
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Goingforward, Balance of Payments (BoP) is set to normalise
as oil prices have inched up to pre-COVID levels and domestic
demand has also normalised to a large extent. Although
the recent surge in COVID-19 cases is likely to moderate
the demand to a certain extent, it is expected to normalise
once therestrictions are eased. Thus, the current accountis
likely to turninto a deficitin FY 21-22 (~0.9% of GDP, Source:
Kotak Institutional Equities). However, given the ample global
liquidity and expectations of strong economic growth, capital
flows are likely to remain robust and thus, the outlook on BoP
appears comfortable.

Inflation: Retail inflation or Consumer Price Index (CPI)
averaged 6.2% in FY 20-21 (FY 19-20: 4.8%), higher than the
upper range of RBI's target of 6%, a first since the average
inflation targetingwas implemented. Theincrease was driven
byfoodandbeverageinflationthataveraged ~7.4%inFY 20-21
(FY 19-20: 6%) as a result of supply chain disruption caused
by the lockdowns, stocking up by consumers in the midst
of uncertainty, unseasonal rainfall, elevated international
food prices, and so on. Further, core inflation (CPI ex food
and fuel) also inched up significantly and averaged 5.5% in
FY20-21(FY 19-20:4.1%). Thiswas a fallout of theincrease in
duties on auto fuels, higher prices of precious metals as well
as industrial commodity prices, recovery in demand being
faster than normalisation in supply chain, higher input costs,
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widening of retail margins, etc. Going forward, CPl is likely to
remain higher than RBI's target of 4% but less than the upper
bound of 6% driven by factors such as base effect, strong
core inflation momentum, recovery in demands for services
as well asrise in input costs given the elevated commodities
prices and other cost push pressures like fuel prices, labour
costsandsoon.

Equity markets

After the sharp fallin March 2020, the equity markets during
theyearnotonlyrecoveredthelossesbutalsotouchedanew
all-time high, propelled by large monetary and fiscal stimulus
measures globally, lower cost of capital, strong recovery in
economic activity, higher corporate earnings, optimism on
the roll-out of vaccines, among other factors.

S&P BSE SENSEX / NIFTY 50 ended the year ~70% higher,
outperforming major equity indices of most developed
and emerging markets. Further, following years of
underperformance, the small cap and mid-cap indices
outperformed the large cap. Most of the key sector indices
registered strong gains with Metal, Auto, IT and Capitalgoods
performing better than other sectoral indices.

Globally, most major indices also ended the year with high
gains, with Korea, Japan, the US and Germany performing
better than therest.

Domesticand globalindicesin FY 20-21

FY 20-21

% Change in Indices

S&P BSE India Auto (42.9) 107.1
S&P BSE India Bankex (35.4) 70.3
S&P BSE India Capital Goods (40.6) 92.1
S&P BSE India FMCG (12.7) 25.6
S&P BSE India Healthcare (15.7) 75.6
S&P BSE India Metal (49.7) 151.2
S&P BSE India Power (32.3) 79.6
S&P BSE India Oil & Gas (34.4) 47.9
S&P BSE India IT (16.0) 106.7
S&P BSE SENSEX (23.8) 68.0
NIFTY 50 (26.0) 70.9
NIFTY Midcap 100 (35.9) 102.4
NIFTY Smallcap (46.1) 125.7
% Change FY 20
S&P 500 (8.8) 53.7
FTSE (22.1) 18.4
DAX (13.8) 51.1
CAC (17.8) 38.0
Nikkei (10.8) 54.2
Hang Seng (18.8) 20.2
KOSPI (18.0) 74.5
Shanghai (11.0) 25.1
MSCI Emerging Market Index (19.8) 55.1

Source: Bloomberg

Institutional flows: The rally in the equity markets was
aided by strong foreign portfolio investments (FPI). FY 20-21
witnessed the highest ever equity inflow, with net FPI inflow
into equity rising to $37 Billion against $1.3 Billionin FY 19-20.
However, domestic equity oriented mutual funds witnessed
outflows of ~¥ 63,000 Crore in FY 20-21 vis-a-vis net inflows
of ~¥ 67,000 Crore a year before.

Equity markets: Key trendsin FY 20-21
NIFTY EPS estimates as on end

Mar-20 Apr-20
FY 20E 525 497 453
FY 20-21E 603 516 531
FY 22E 733 666 711
FY 23E 809
CAGR (FY 20-22E) 18.2% 15.8% 25.3%

Source: Kotak Institutional Equities

Corporate earnings revive strongly, likely to sustain:
Following a dip in profitability in Q1FY21, corporate earnings
witnessed a strong revival from Q2FY21 onwards. This was
driven by pent-up demand, improvement in realisation, cost
control measures, fast economic recovery, rise in commodity
prices, lower NPA provisioning, and so on. Interestingly,
corporate earnings in FY 20-21 have been better than initially
expected and FY 22E earnings are now estimated to be closer
topre-COVIDlevels. The outlook on corporate earningsis thus
bright as normalisation of economic activity, return of pricing
power, lower cost of funding, steady domestic and export
demand and other positive trends are likely to sustain over
the medium-term. Further, a landmark budget with its focus
on economic growth and capexrevival augurs well for the new
investment cycle and corporate credit growth.

Dichotomy of a weak real economy and strong equity market
performance: The equity markets’ stellar performance over
the pastyear has been a surprise to many, especially given the
weakness in real economy and contraction in GDP. There are
varieties of factors at play. For one, cost of capital has reduced
significantly due to ample domestic and global liquidity.
According to estimates, a 1% fall in the cost of capital can
resultinanincreaseinfair value by ~10%. Again, the impact on
corporate profitability has been far lower than feared earlier,
which led to the market free fall of March 2020. Also, recovery
in economic activity has exceeded initial expectations.
Besides, the impact of the lockdown on the organised
segment has been lower and the brunt has been faced by the
unorganised segment

Rising COVID cases and Rising Equity markets: The equity
markets seem unperturbed by the rising number of infections
in the ongoing second wave of COVID-19. The likely reason
is that markets see the same as a temporary bump in the
course of recovery and expect activities to normalise over
time. Further, the impact on the earnings of majority of the
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NIFTY50 sectors is likely to be temporary and limited. Large
players in financial services have emerged stronger due to
rising share, lower cost of provisioning and cost savings. Again,
the impact on FMCG/pharma/telecom/utilities is likely to be

limited too. Global cyclicals such as Metals, Oil & Gas, etc. may
not be majorly affected by local factors. Auto, aviation sectors
and other discretionary consumption are likely to experience a
relatively higher impact, but it should be transitory.

Divergencein sectoral valuations: Anotherinteresting characteristic of thisrally has beenthe divergence in sectoral valuation.

. . Private PSU .
Sector Valuations Auto Consumer ) Con'sumer Oiland Cement ) IT Pharma Banks Metals Tobacco Banks Elc'ec':t.nc
P/E* staples* Discretionary gas services utilities

P/B P/B

Valuation 22 50.7 63 148 34.1 25.5 24.7 2.7 9.5 16.1 0.9 8.1
multiple
10Y Average 15.9 39.4 429 111 22.1 17.8 22.2 2.5 10.2 24.2 1.1 11
Valuations
Premium/ 38.4 28.5 47 334 54.4 43.3 11.3 8.5 -76  -335  -148  -26.5

(discount)*%

#-asonMarch 31, 2021. *ex tobacco; “to Long-term (LT) average

Source: Kotak Institutional Equities. Stocks are part of Kotak Institutional Equities universe. Automobile and Oil & Gas valuations are high due to one
company. Excluding these, the multiples are 22.8x for Auto & 8.0x for Oil & Gas vs 10 year average multiple of 18.5x & 9x respectively.

SECTOR VALUATION DIVERGENCE
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Source: Kotak Institutional Equities

Divergence in sector valuations, as reflected in standard
deviation, has beenrising and is now at a decadal high. While
this divergence has moderated to acertain extentdue torally
in the broader market, there are still certain sectors where
valuations are below the long-term average.

Equity market valuations: The sharp rally in equities has
surpassed expectations. But one should view the sameinthe
context that NIFTY 50 returns over the past 10-15 years are
at ~10-11% CAGR, which is largely in line with nominal GDP
growth. The returns over CY 2018-2020 were polarised with
the top 5 stocks accounting for a high proportion of returns
(refer following table). Interestingly, the rally is becoming
broad based in recent months (refer chart), a trend more
supportive of active fund management.
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Calendar Year NIFTY 50 Returns  Top 5 contributors

2005 39.1 48.9
2006 46.2 45.8
2007 57.1 47.7
2008 (51.2) n.a.
2009 77.9 38.1
2010 19.5 53.5
2011 (23.6) n.a.
2012 29.9 49.8
2013 8.5 102.3
2014 33.4 38.8
2015 (2.8) n.a.
2016 4.5 72.8
2017 30.3 48.4
2018 4.6 152.2
2019 13.5 81.3
2020 16.1 81.7
3M2021 5.3 52.5

n.a.—not applicable

Source: Bloomberg

Thus, in view of the sequential improvement in economic
activity, comfortable external scenario, monetary and fiscal
measures, low cost of capital, expected improvement in
earnings, and other such trends, valuations seem reasonable
and market outlook appears positive over medium to long
term. However, the significant rise in spread of COVID-19,
the unwinding of expansionary fiscal and monetary stimulus,
significantrisein crude oil prices, higher than expected NPAs
post the moratorium, etc. are key risks in the near term.
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Debt markets

FY 20-21 was an action-packed year for Indian fixed income
markets. 10-year G-secyields, which spikedinearly April 2020
on the back of massive FPI selling and the fear of a significant
rise in fiscal deficit, reversed its course soon and started
trending lower. The yield fell below 6%, driven by aggressive
monetary easing, but inched up again and hovered around
6% throughout the year. The 10-year yield ended only 3 bps
higher than last year despite the central government'’s fiscal
deficitrising sharply from the budgeted 3.8% to 9.2% of GDP.
This was mainly due to the RBI's intervention through open
market operations (OMOs), Operation Twist and others (refer
the table on RBl actions).
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Source: Bloomberg; Term Spread = 10Y Gsec Yield - 364D T-bills cut off
yields

Term spread, however, jumped in March 2020 from ~1% to
over 2% and remained at elevated levels as the shorter end
of the yield curve was firmly anchored due to ample liquidity.

Domestic liquidity remained in ample surplus supported by
liquidity infusion by the RBI through LTROs, TLTROs, open
market purchases, foreign exchange purchases and other
measures. Further, the rise in government spending and the
muted credit growth also added to the surplus.
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Post-pandemic RBI measures

» Reductionin CRR by 1% for a year and repo and reverse
repo rate by 115 bps and 155 bps respectively

« Long Term Repo Operations (% 2 Lakh Crore), Targeted
LTROs (% 1.5 Lakh Crore) and On-Tap LTROs (X 1 Lakh
Crore)

« Refinance to NABARD, SIDBI, NHB and EXIM bank
(% 0.75 Lakh Crore)

 Liquidity facility for mutual funds

« Open market operations of ~¥3 Lakh Crore during
FY 20-21

» Allowed moratoriumforloansimpacted due to pandemic
and later allowed restructuring

« Announced Government Securities Acquisition
Programme (G-SAP 1.0) for Q1FY 22 and is likely to
expand the same.

FPI flows into Indian debt markets in FY 20-21 were weak,
albeit better than the previous year. The net FPI outflow
amountedto ~$2.2 Billionin FY 20-21 (FY 19-20: $5.4 Billion).

Goingforward, the outlook onyieldsremains uncertainasrise
ininternational crude prices, increase in 10-year US treasury
yields, elevated fiscal deficit and CPI, especially core CPI, etc.
poseanupsiderisk toyields. The high statutory liquidity ratio
(SLR)investment holdings of banks and signs of abroad-based
improvementineconomicactivity canalso pushyields higher.
However, the RBI has been consistently intervening to stem
any significantrise in the yields, and may continue to do soin

ANNUAL REPORT 2020-21 37



HDFC ASSET MANAGEMENT COMPANY LIMITED

the foreseeable future. Also, muted credit growth, low global
rates and ample liquidity bode well for yields in India.

During the year, credit markets faced heightened volatility,
resulting in the widening of spreads. This followed from
Yes Bank AT1 bonds being written off (in February 2020),
imposition of the lockdown, announcement of the winding
up of six debt schemes by Franklin Templeton, etc. The
spreads normalised from Q2FY 21 onwards, supported by the
RBI's monetary and regulatory easing measures, recovery
in economic activity, lower than expected impact of the
pandemic onfinancialinstitutions, improvementin collection
efficiency of banks and NBFCs, and other such factors.
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A3. Industry environment

The mutual fund industry closed the year ended March 31,
2021 with a 9% increase in folios from 8.97 Crore in March
2020t09.79 Crorein March 2021. Out of the total, 9.73 Crore
were individual folios, which saw ajump of 9% from 8.93 Crore
last year. During this period, unique investors identified on
PANincreased by 9% from 2.08 Crore to 2.28 Crore. The total
number of live folios in March 2016 was 4.77 Crore, which grew
substantially over the last five years and saw an addition of
5.02 Crore net new folios.

During the year, SIP flows continued to be resilient despite
the operations of several businesses being hampered due
to COVID-19. The mutual fund industry added 1.41 Crore
new SIP registrations and saw annual SIP flows of ¥ 96,080
Crorein FY 20-21, a decrease of 4% from FY 19-20 that saw
annual SIP flows of ¥ 1,00,084 Crore. It is interesting to note

Source: Industry data from www.amfiindia.com
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that the annual SIP flowsin FY 16-17 had been< 43,921 Crore
whereas the year gone by has seenabout double that number
signifying a very healthy trend of long-term growth.

Asset under management (AUM) as of March 31, 2021 rose
by 41% to X 31.4 Lakh Crore as against a closing AUM of
% 22.3 Lakh Crore as of March 31, 2020. During this period,
equity-oriented AUM rose by 58% from X 8.3 Lakh Crore
to ¥ 13.0 Lakh Crore, while the non-equity oriented AUM
grew from ¥ 14.0 Lakh Crore to % 18.4 Lakh Crore. The large
growth in equity AUM can be attributed to a rapid growth in
the market. From April 2020 to March 2021, the IISL NIFTY
50 TRand IISLNIFTY 500 TR indices have increased 73% and
78% respectively.

The Annual Average Assets Under Management (AAAUM)
for the industry rose by 9% to ¥ 28.5 Lakh Crore for FY 20-21
as against ¥ 26.3 Lakh Crore for FY 19-20. AAAUM for
equity-oriented assets grew by 5% to ¥ 10.8 Lakh Crore for
FY 20-21 from ¥ 10.3 Lakh Crore for FY 19-20, while, AAAUM
for non-equity assets grew by 11% in FY 20-21 against
FY 19-20.During FY 20-21, the Mutual Fund industry saw net
outflows to the tune of ¥ 0.63 Lakh Crore for equity-oriented
assets, ¥ 0.24 Lakh Crore for liquid assets, while debt saw
inflows to the tune of ¥ 2.20 Lakh Crore, and Others, including
Arbitrage funds, Exchange Traded Funds (ETF) and Fund of
Funds (FoF), saw netinflows of ¥ 0.82 Lakh Crore. Overall, the
industry saw net inflows of ¥ 2.15 Lakh Crore.

As of March 2021, individual investors contributed to 54% of
the industry monthly average AUM (MAAUM), adding up to
¥ 17.3 Lakh Crore, while institutional investors contributed
46% of industry MAAUM with% 14.9 Lakh Crore. The MAAUM
for the industry was split in the ratio 84:16 between the top
30 cities (T30) and beyond the top 30 cities (B30). The total
industry MAAUM in March 2021 stood at ¥ 32.2 Lakh Crore.
Contribution from B-30 AUM has remained constant. Out of
¥5.2LakhCrore,¥ 3.4 Lakh Crore comesfromequity-oriented
MAAUM. Although B-30 forms 16% of totalindustry MAAUM,
their contribution to equity MAAUMis 27%.

Indian mutual fund industry: recent trends

The AUM of the mutual fund industry in India has grown at a
CAGR of 20.6% over the past five years, with the equity AUM
growing at a CAGR of 25.0%. Rising awareness about the
benefits of investing in equity markets, growing popularity
of ways of investing, for example through SIP, are some of
the factors contributing to the increased participation of
domestic individual investors in the Indian mutual fund
industry. The MAAUM of individual investors in the industry
hasreached? 17.3 Lakh Crorein March 2021, and has recorded
agrowth of 22.9% since March 2016.


http://www.amfiindia.com
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Net inflows into the industry over the past five fiscal years
wereX 10.26 Lakh Crore, of whichX 4.91 Lakh Crore have been
inequity-oriented schemes. Fixedincome products, including
liquid funds, have also seen increasing popularity amongst
corporate as well as retail and high net worth investors.

Monthly SIP flows grew 3x from April 2016 to X 9,182 Crore
in March 2021. The number of SIP transactions processed in
March 2021 was 3.73 Crore as compared to 1.01 Crore in April
2016. SIPs offer the benefit of regular investing coupled with
the benefits of rupee cost averaging. They are typically sticky
long-term inflows and lend both visibility and predictability
of AUM growth.

The Asset Management industry has become a significant
part of the financial services industry as well as the overall
economy in India. The industry has reached its current level
afteralot of collective effort, but given the low penetration of
mutual fundsin India, it still has alot of headroom for growth.

Healthy growth of mutual fund AUM in India (X in Lakh
Crore)
5-Year CAGR: 20.6%

2017 2018 2019 2020 m
Equity AUM 6.28 9.22 10.21 8.26 13.00
Debt AUM 7.61 7.99 7.30 7.76 10.58
Liquid AUM 3.14 3.36 4.36 4.15 4.08
Other AUM 0.52 0.79 1.93 2.09 3.77
Total 17.55 21.36 23.80 22.26 31.43

Source: AMFI. Data as of March 31 each year. March 2016 has been taken
as the base for CAGR calculation.

B. Businessreview

B1l. Businessoverview

HDFC AMC is the investment manager to HDFC Mutual
Fund. HDFC Mutual Fund had a closing AUM of ¥ 3.96 Lakh
Crore as of March 31, 2021, and total Annual Average AUM
(AAAUM) of ¥ 3.84 Lakh Crore for the year ended March
2021. Equity-oriented closing AUM formed X 1.70 Lakh
Crore of our total AUM, with non-equity oriented closing
AUM making up therest.

We have a diversified product mix that caters to the needs
of ourinvestors by taking various factors into consideration
suchaslongtermandshorttermtimehorizons. Ourportfolio
has high risk and low risk products, products in multiple
asset classes including gold, solutions-oriented products,
asset allocation products and hybrid products. Our vast
suite of savings and investment products provides us with

Source: Industry- www.amfiindia.com, Company-Internal
For details on Mutual Fund AUM, Refer page 6 & 7

the flexibility to operate successfully across various market
cycles, address market fluctuations, reduce concentration
riskin a particular asset class and work with diverse sets of
distribution partners. We continue to add to our product
suite based on the needs of our investors.

These unique strengths coupled with a well laid out and
strongdistribution network, widespread presence across the
country and top-of-the-line digitalinfrastructure have been,
and will continue to be, the backbone of our growth.

We also provide portfolio management and separately
managed accounts services to HNIs, family offices, domestic
corporates, trusts, provident funds, and domestic and global
institutions. As on March 31, 2021, the aggregate assets
under these services stood at¥ 9,735 Crore.

B2. Operational performance review

Our Company's closing AUM as of March 31, 2021 rose by
24% to 3.96 Lakh Crore as against a closing AUM of ¥ 3.19
Lakh Crore as of March 31, 2020. During this period, actively
managed equity-oriented AUMrose from¥ 1.20 Lakh Crore to
¥ 1.65 Lakh Crore. Our Company's total mutual fund AAAUM
rose by 3% to ¥ 3.84 Lakh Crore for FY 20-21, as against
¥ 3.73 Lakh Crorefor FY 19-20. AAAUM for actively managed
equity-oriented assets fell by 9% to % 1.48 Lakh Crore for
FY 20-21 as against¥ 1.62 Lakh Crore for FY 19-20.

We remainthe most preferred choice forindividual investors,
with the highest market share in assets from individual
investors at 13.7%. We had about 53 Lakh unique investors
attheclose oftheyearasagainst2.28 Crore unique investors
in the mutual fund industry. In other words, 23 out of every
100 mutual fundinvestorsinIndia hasinvestedinone or more
of HDFC Mutual Fund schemes. We have a market share of
12.6%intotal closing AUM, and 12.9% market shareinactively
managed equity oriented funds. Equity-oriented assets form
43% of our total AUM. The number of live individual accounts
we serve stood at 88.6 Lakhas on March 31,2021. HDFC AMC
processed 3.6 Crore systematic transactions from April 2020
toMarch 2021, amountingto¥ 11,100 Crore. About 84% of all
systematic transactions have been signed up for over 5 years
and about 73% for over 10 years.
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Actioning our Business Continuity Plan during the lockdown

In the initial phase of the pandemic we successfully activated our Business Continuity Plan (BCP). We facilitated
work-from-home for our employees during the year, even as they continued to engage with customers, partners and
service providers. We created a safe environment with necessary protocols in place for our essential employees and
those who needed to work from the office/branches whenever required.

Our IT systems and digital platforms were the pillars on which we are able to operate seamlessly. We enhanced the
capacity of our cloud-based infrastructure to manage the additional online volumes and activity. Over the course of
the year, the remote working model has matured and currently we are able to conduct our operations seamlessly from
remote locations.

More than 80% of our transactions (non-systematic and new systematic registrations) during the year were carried out
electronically. Being at the forefront of embracing digitalisation helped us maintain continuity and efficacy of our sales
process during this tough time. In addition to providing comprehensive digital solutions to our partners and investors,
we moved to an online model of conducting meetings to ensure smooth flow of information.

Throughout the year our teams engaged with our customers and distributors for processing transactions online. We have
been leveraging our digital platforms comprising the corporate website, mobile applications, the CAMS online platform,
messaging services (including WhatsApp) and pre-filled transaction links. We also provide our distributors online facilities
such as adigital marketing tool, afinancial planning platform and so on, to facilitate their communication with customers.

Our investment and sales teams also interact with distributors and customers over video and audio calls.

B3. Financial performance review

« Our Company's Total income has increased by 2.72%
to¥ 2,201.74 Crorein FY 20-21

« The Profit After Tax (PAT) stood at ¥ 1,325.76 Crore and
grew by 5.02% over FY 19-20

« The Operating Profit (Profit Before Tax less Other income)
decreased by 7.48% to ¥ 1,399.74 Crorein FY 20-21

« PAT as a percentage of Annual Average AUM increased
from 0.34%inFY 19-20t0 0.35%in FY 20-21

« The Company's Average Networth increased by 24.02%
to¥ 4,402.72 CroreinFY 20-21.

Financial Performance with Respect to our Operations

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

Indian Accounting Standards (Ind AS) - IFRS Converged
Standards

The Company had adopted Ind AS with effect from April 01,
2018. Effective April 01, 2019, the Company had adopted Ind
AS 116 - Leases and applied it to all lease contracts existing
on April 01, 2019 using the modified retrospective method.
Further details of the same have been disclosed in note 29 to
the financial statements.

Significant accounting policies used for the preparation of the
financial statements are disclosedinthe note 3 to the financial
statements.
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COVID-19 Pandemic

The COVID-19 pandemic and consequent lockdown
imposed in March 2020 impacted a whole range of economic
activities adversely. The phase wise opening up initiated in
the quarter ended June 30, 2020 led to a recovery in varied
measures across different sectors of the economy, industries
and businesses.

While the situation looked quite upbeatin Jan-Feb 2021, due
to the onset of the ‘'second wave’, things have deteriorated
quickly since then. An accelerated increase in the number of
COVID-19 cases has necessitated imposition of restrictions
which may once again inhibit economic activity and
affect markets.

The extent to which the second wave of COVID-19 pandemic
willimpact the Company's financial statements willdepend on
ongoing as well as future developments, which at this juncture
are highly uncertain.

While it is expected that economic activity will improve once
restrictions are eased and vaccinations pick up speed, the
situation will have to be closely monitored till the pandemic
isputtorest.

The management does not, at this juncture, believe that the
impact of the pandemic on the functioning of the Company
on a medium to long term is likely to be material. However,
since the revenue of the Company is ultimately dependent
on the value of the Assets Under Management (AUM) it
manages, changes in market conditions and the trend of
flows into mutual funds have an impact on the operations
of the Company. Since the situation is still uncertain, the
ultimate effect on the operations of the Company may be,
to some extent, different from that estimated currently. The
Company continues to closely monitor changes in economic
conditions, markets and the mutual fund industry.
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The following table sets forth selected financial information from our Statement of Profitand Loss for FY 20-21and FY 19-20.

PARTICULARS

Revenue from Operations
Other Income

Total Income

Finance Costs

Fees and Commission Expenses
Employee Benefits Expenses
Depreciation, Amortisation and Impairment
Other Expenses

Total Expenses

Profit Before Tax

Current Tax

Deferred Tax

Tax Expense

Profit After Tax

3 (in Crore)
ILIRLEREETLNLELY  For the year ended
March 31,2020 % Change
1,852.53 2,003.25 (7.52)
349.21 140.18 149.12
2,201.74 2,143.43 2.72
8.95 8.98 (0.33)
5.69 20.89 (72.76)
226.75 214.71 5.61
55.41 50.37 10.01
155.99 195.43 (20.18)
452.79 490.38 (7.67)
1,748.95 1,653.05 5.80
369.39 410.52 (10.02)
53.80 (19.88) (370.62)
423.19 390.64 8.33
1,325.76 1,262.41 5.02

Revenue from Operations

Revenue from operations comprises of investment
management fees from the Mutual Fund and portfolio
management services and advisory fees.

Investment management fees from the Mutual fund
consists of fees from various schemes which invest in
different categories of securities like Equity, Debt etc. In
general, fees per unit AUM from schemes investing in equity
securities are substantially higher than schemes investing
in debt securities. Within each of these categories of funds
also there are variations in the fees per unit of AUM based
on factors like fund composition, fund size etc. Hence the
quantum of feesis dependent on the size and composition of
the AUM. Accordingly, any changes thereinleads to higher or
lower fees on an overall basis.

The decrease in Revenue from Operations from ¥ 2,003.25
CroreinFY 19-20to ¥ 1,852.53 Crorein FY 20-21, was largely
duetodecreaseininvestment management fee by 6.40% from
¥ 1,965.28 Crore in FY 19-20to X 1,839.51 Crore in FY 20-21.
While Average AUM for FY 20-21 was higher than that of
FY 19-20, the asset class mix became less remunerative
primarily due to reduction in the proportion of Equity
schemes within the total AUM as well as outflows in Credit Risk
category of schemes. This led to the decrease in investment
management fees.

Portfolio Management Fee and Other Advisory Services Fee
of FY 19-20 included a certain amount of performance fees
which did not accrue in FY 20-21 due to non-fulfillment of
certain parameters and hence the same has decreased from
¥ 37.97 CroreinFY 19-20to ¥ 13.02 Crorein FY 20-21.

Other Income
Our investment book rose in value due to retained
surpluses. As on April 01, 2020, the Company held certain

Non-Convertible Debentures (NCDs) that were secured
by a pledge of listed equity shares. These NCDs have been
classified as financial assets at fair value through profit and
loss. Hence, any realised gain on their sale/changes in fair
valueis reflected under ‘Other Income’.

The fair valuation of these NCDs had resulted in recognition
of an unrealised loss of ¥ 120.36 Croreinthe FY 19-20. During
FY 20-21, the Company had invoked and sold a majority of the
pledgedshares. Thereisanetgain of ¥ 85.65 CroreinFY 20-21
which consists of profit from sale of these shares as well as
accretionin the fair value of the residual pledged shares.

Accordingly, our other income increased by 149.12% from
%140.18CroreinFY 19-20to% 349.21 CroreinFY 20-21because
of gain on NCDs as explained above which is non-recurring in
nature as well as fair value gains on other investments.

Finance Costs

Finance Costs are on account of accounting treatment
prescribed under IND AS 116, where the futurelease payments
are discounted to its present value and are un-wound
subsequently, resulting in finance cost.

Fees and Commission Expenses

Fees and commission comprises primarily of commissions
paid to distributors on sale of our mutual fund schemes, PMS
and advisory mandates. In accordance with SEBI guidelines,
no commission on fresh sale of mutual fund schemes was
chargedtothe Company. Our Feesand Commissionexpenses
decreased by 72.76% from ¥ 20.89 CroreinFY 19-20to ¥ 5.69
Crore in FY 20-21 mainly due to reduction in amortisation
of mutual fund commissions paid in the past. The residual
unamortised amount of such commissions is miniscule.
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Employee Benefits Expenses

Our employee benefits expenses increased by 5.61% from
% 214.71CroreinFY 19-20to% 226.75 Crorein FY 20-21 due to
the following reasons:

« Anincrease in salaries and allowances of employees. This
increase was led by anincrease in the number of employees
duringFY 20-21aswellasanincreaseincertainemoluments
for employees.

» The Nomination and Remuneration Committee of the
Board of Directors of the Company at its meeting held on
February 22, 2021 had approved grant of 11,45,000 stock
options representing 11,45,000 equity shares of ¥ 5 each,
at a grant price of ¥ 2,934.25 per equity share (being the
market price as defined inthe applicable SEBIRegulations),
to its eligible employees under Employees Stock Option
Scheme - 2020 ("ESOS - 2020"). In terms of ESOS - 2020,
the options shall vest in three tranches. Each of these
tranches consisting of 1/3 of the options granted shall vest
on the completion of the 1%, 2" and 3™ year from the date
of the grant respectively. The total charge towards these
stock optionsforthe FY 20-21is ¥ 7.35 Crore and the same
is appearing as Share Based Payments to Employees.

Accounting for equity settled share based payment
transaction at fair value increases the non cash component
of Employee Benefits Expenses and is reflected in Share
Options Outstanding Account under Other Equity. This
balance of Share Options Outstanding Accountis transferred
to Securities Premium as and when the stock options are
exercised by the employees and hence neutral to Equity of
the Company.

Depreciation, Amortisation and Impairment

Our Depreciation, Amortisation and Impairment increased
from ¥ 50.37 Crorein FY 19-20to ¥ 55.41 Crore in FY 20-21,
primarily due to higher depreciation charge on Computer
Equipment, Computer Softwares and Right of Use assets
created as per IND AS 116.

Other expenses

Our other expenses decreased by 20.18% from ¥ 195.43
Crore in FY 19-20 to X 155.99 Crore in FY 20-21 primarily
due to a decrease in ‘Advertisement, Publicity and Business
Promotion expenses’, 'Office Cleaning and Security
Cost’, 'Printing, Stationery and Courier expenses’, ‘Travel
and Conveyance’, ‘Outsource Service Cost’, ‘Legal and
Professional Fees’, and ‘Miscellaneous Expenses'. These
savings were largely due to muted business environment on
account of the ongoing pandemic. However, there has been
an increase in Software related expenses and Corporate
Social Responsibility expense.

Our Advertisement, Publicity and Business Promotion
expenses decreased from< 26.88 CroreinFY 19-20to< 14.99
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Crore in FY 20-21. Our Office Cleaning and Security Cost
decreased from ¥ 19.82 Crore in FY 19-20 to ¥ 16.76 Crore
in FY 20-21. Our Printing, Stationery and Courier expenses
decreased from ¥ 12.50 Crore in FY 19-20 to ¥ 7.90 Crore in
FY 20-21. Our Travel and Conveyance expenses decreased
from3 7.22 CroreinFY 19-20t0% 2.07 Crorein FY 20-21 mainly
due to travel restrictions and in-person interactions going
virtual. Our Outsourced Service Cost decreased from<¥ 25.25
CroreinFY 19-20to% 22.23 Crorein FY 20-21.

During the FY 19-20, for matters related to Essel group
exposure in certain fixed maturity plans of HDFC Mutual Fund,
the Company being the Investment Manager to HDFC Mutual
Fund, had compensated an amount of ¥ 4.47 Crore to the unit
holders of the affected mutual fund schemes and had also paid
the settlement amount of ¥ 4.20 Crore to SEBI. The investor
compensation paid formed part of Miscellaneous expenses
and the settlement amount paid to SEBI formed part of Legal
& Professional Fees. Accordingly, our Legal and Professional
Fees decreased from? 13.74 CroreinFY 19-20to ¥ 5.72 Crore
in FY 20-21 and our Miscellaneous Expenses decreased from
3 9.78 CroreinFY 19-20toX 3.69 Crorein FY 20-21.

Software Expensesincreased from? 10.50 Crorein FY 19-20
to¥ 15.95CroreinFY 20-21 due to technology improvements
and digitisation during the current year. In accordance with
the requirement of the Companies Act, 2013, our Corporate
Social Responsibility expenses increased from ¥ 20.90 Crore
inFY 19-20to % 26.99 Crorein FY 20-21.

Profit Before Tax
Our Profit Before Taxincreased by 5.80% to ¥ 1,748.95 Crore
inFY 20-21from<¥ 1,653.05 Crorein FY 19-20.

Tax expenses

Our total tax expenses increased by 8.33% to ¥ 423.19 Crore
in FY 20-21 from X 390.64 Crore in FY 19-20. Our current tax
charge decreased to¥ 369.39 Crorein FY 20-21 from% 410.52
CroreinFY 19-20. Our deferred tax chargeincreasedto¥ 53.80
Crore in FY 20-21 from a credit of ¥ 19.88 Crore in FY 19-20
mainly on account of movementin ‘fair value gains/losses and
impairment on investments'. Our effective tax rate, including
deferred tax was at 24.20% and 23.63% for FY 20-21 and
FY 19-20, respectively. Our Company had elected to exercise
the optionofalowertaxrate providedunder Section 115BAA of
the Income-tax Act, 1961, as introduced by the Taxation Laws
(Amendment) Ordinance, 2019 dated September 20, 2019.

Profit After Tax

As a result of the factors outlined above, our Profit After
Tax increased by 5.02% to X 1,325.76 Crorein FY 20-21 from
% 1,262.41 CroreinFY 19-20.
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Dividend

Your Directors have recommended a final dividend of ¥ 34
(Rupees Thirty Four Only) per equity share of Face Value of
¥ 5 each for the financial year ended March 31, 2021. The
Dividend payoutratioforthe FY 20-21 would stand at 54.61%.

Statement of Assets and Liabilities
The following table sets forth selected financial information
from our Balance Sheet as at March 31, 2021 and
March 31, 2020.

3 (in Crore)

Asat
March 31,2020

Asat

PARTICULARS March 31, 2021

Assets

Financial Assets 4,871.71 4,066.14
Non-Financial Assets 222.99 242.46
Total Assets 5,094.70 4,308.60
Liabilities and Equity

Financial Liabilities 230.01 225.10
Non-Financial Liabilities 88.51 54.24
Total Liabilities 318.52 279.34
Total Equity 4,776.18 4,029.26
Total Liabilities and Equity 5,094.70 4,308.60

Financial Assets

Investments
Investments of the Company grew from ¥ 3,944.51 Crore in
FY 19-20to < 4,753.25 Crorein FY 20-21

« Theincrease in Investments carried at fair value through
Profit and Loss from ¥ 3,419.96 Crore in FY 19-20 to
% 4,263.12 CroreinFY 20-21is primarily due to net purchase
of mutual funds

« Theinvestments carried atamortised cost have decreased
from T 524.55 Crore in FY 19-20 to ¥ 490.13 Crore in
FY 20-21 mainly due to redemption of preference shares
during the year

Key Financial Ratios

Non-Financial Assets

Non-Financial Assets have decreased from ¥ 242.46 Crore
in FY 19-20 to ¥ 222.99 Crore in FY 20-21. This decrease is
primarily due to:

« Movementofnet Deferred Taxbalances from Non-Financial
Assets to Non-Financial Liabilities. This was largely on
account of the movement in the component of deferred
taxes on ‘fair value gains/losses and impairment on
investments'as explainedinthe Tax Expense sectionabove

« Increase in Other Non-Financial Assets - an amount of
% 12.46 Crore was paid to the incoming Managing Director
as one-time payment and the same is being amortised as
perthetermsofthe contract. Out of the same, 3 0.50 Crore
forms part of Employee Benefits Expenses and the balance
unamortisedamount of3 11.96 Crore asat March 31,2021 is
booked as prepaid under Other Non-Financial Assets.

Financial Liabilities

Financial Liabilities have increased from ¥ 225.10 Crore
in FY 19-20 to ¥ 230.01 Crore in FY 20-21. This increase
is primarily due to increase in liability towards Employee
Benefits accrued during the year.

Non-Financial Liabilities

Non-Financial Liabilities have increased by ¥ 34.27 Crore
in FY 20-21. This increase is primarily due to movement of
net Deferred Tax balances from Non-Financial Assets to
Non-Financial Liabilities as explained in the Non-Financial
Assets section.

Total Equity

Total Equity has increased mainly due to higher retained
earnings. Retained earnings represents the surplus profits
after payment of dividend.

PARTICULARS

Annual Average AUM (Zin Crore)

Profit After Tax as a % of Annual Average AUM
Debtors Turnover (times)

Current Ratio (times)*

Operating Profit Margin (%)

Net Profit Margin (%)

(LTALCRETIV -l For the year ended ?;g_';:::?
March 31,2021 March 31,2020 (Decrease)
3,84,139.23 3,72,966.37 3.00

0.35 0.34 1.96

26.37 27.97 (5.72)

6.44 11.96 (46.15)

75.56 75.52 0.05

60.21 58.90 2.22

Note: Inventory Turnover Ratio is not applicable to the Company. Further, Interest Coverage Ratio and Debt Equity Ratio have not been presented as
the Company is debt free as at March 31, 2021 and as at March 31, 2020. The finance costs appearing in the Statement of Profit and Loss is a result of
accounting treatment under Ind AS 116 —Leases and accordingly, there is no obligation on the Company to service any interest cost.

* This has decreased as current asset balances and specifically, investments which are maturing within 12 months from the reporting date including

new purchases, have changed.
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Return On Networth (Computed on Average Networth)

PARTICULARS

Networth at the Beginning of the Year
Networth at the End of the Year
Average Networth

Profit After Tax

Return on Average Networth (%)

3 (in Crore)
ooy "Chans
4,029.26 3,070.72 31.22
4,776.18 4,029.26 18.54
4,402.72 3,549.99 24.02
1,325.76 1,262.41 5.02
30.11 35.56 (15.33)

Return on Average Networth decreased from 35.56% in
FY 19-20 to 30.11% in FY 20-21. This is due to a higher %
change in Average Networth as compared to % change in
Profit After Tax.

B4. Outlook

Over the last five years, India has been amongst the fastest
growing mutual fund markets in terms of AUM. However,
India’'s mutual fund AUM as a percentage of GDPis 15% versus
the globalaverage of 75%, equity AUM to market capis about
7% as against a global average of 34% and India has more
thanapproximately 50 Crore income tax Permanent Account
Numbers (PAN) but only 2.2 Crore mutual fundinvestors. This
signifies that thereisimmense scope for theindustry to grow.

A few factors which can contribute to this growth are:
« Healthy savings rate of Indian households

« Increased financial literary and more awareness about
capital markets and their benefits

« Efforts putin by regulators, Association of Mutual Funds
in India (AMFI), media, asset management companies and
distributors in educating investors about the benefits of
investing in mutual funds products

« Further expansion of the asset management industry into
B-30 locations will help capture a significant portion of
Indian household savings

» Technology can enable asset management companies to
improve efficienciesand deliver better customer experience

« Simplifying on-boarding processes will increase the
industry customer base significantly

« Growinguse of fintech platforms that has introduced large
pool of new investors to the industry. This will further help
increase distribution and spread awareness about mutual
fund products

« Increased digitalisation connecting consumers to the
industry more rapidly, allowing AMCs to expand services
and improve penetration

» SIPs continue to account for a large portion of inflows;
initiatives such as large-scale advertising have improved
outreach.
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Given our strong positioning in the mutual fund industry, we
are wellplacedto capture and capitalise on the opportunities
inthe domestic market. Some of the prominent catalysts for
our future growth include strong brand recall, disciplined
investment philosophy and process, customer-centric
approach, well laid out distribution network and growing
reach and healthy financials.

Our strategic priorities include:

» Continuing to expand range of products and solutions
across asset classes to cater to various financial needs and
aspirations of consumers

« Capitalising on our existing reach and distribution network
and further enhancing the same

« Modernisingdigital platforms not only to service customers
anddistribution partners butalso to acquire new customers
and aid distributors to acquire new customers

» Remaining cost conscious while investing in the future in a
calibrated manner.

C. Internal control systems and their adequacy

The Company has instituted adequate internal control
systems commensurate with the nature of its business
and the size of its operations. This provides a high degree
of assurance regarding the effectiveness and efficiency of
operations, the adequacy of safeguards for assets, the
reliability of financial controls and compliance with applicable
laws and regulations.

The Audit Committee and Risk Management Committee are
responsible for overseeing the risk management framework,
reviewingkeyrisks and mitigation strategies,andensuringthe
effectiveness of risk management policies and procedures.
The Managementis alsoresponsible for ensuring that the risk
management framework is effectively implemented within all
areas of respective functions.

The Company has appointed Deloitte Touche Tohmatsu
India LLP to oversee and carry out an internal audit of its
activities. It carries out internal control reviews and provides
an independent report to the Audit Committee on the
adequacy and effectiveness of the risk management and
internal controls of the organisation. All significant audit
observations and follow-up actions thereon are periodically



MANAGEMENT DISCUSSION AND ANALYSIS

STATUTORY
REPORTS

2

reported to the Audit Committee and closely monitored for
effective implementation.

B S R & Co. LLP, the statutory auditors of the Company,
has audited the financial statements included in this annual
report. It has also issued, as a part of the Auditor’'s Report,
an attestation report on our internal financial controls with
reference to the financial statements (as defined in Section
143 of Companies Act, 2013).

Based onits evaluation, our Audit Committee has concluded
that, as of March 31, 2021, our internal financial controls were
adequate and operating effectively.

Overthe course of the year the remote working environment
required the Company to adjust and adapt certain control
mechanisms which was done in a manner so as to ensure
that there has been no material change in the overall control
environment of the operations of the Company.

D. Information Technology (IT)

At HDFC AMC, we have deployed best-in-class IT systems,
Resilient IT Infrastructure and processes, which play a crucial
roleinboostingagility, increase productivity, hence reducing
turnaround time across our operations, customer service,
dealing, research, risk management and other support
functions. IT is increasingly playing the role of a facilitator
in business development activities. All upgrades and fixes
are well managed and installed to keep our business up and
running without user or business interruption.

We have appointed HDFC Limited as our technology partner
to maintain our IT infrastructure, networks and IT security,
and provide IT hardware & software procurement services.
We have also entered into arrangements with reputed
vendors to provide IT infrastructure management services,
end-user support and data centre services.

With the growing prominence of technology in all our
activities, cyber security is of paramount importance to us.
We ensure that Cyber Security controls and practices are
embedded into the business process and we follow concept
of “Security by Design”. Enhanced cyber security practices &
effective governance haveresultedin matured cyber security
frameworks. OurIT assets are reviewed and audited regularly
by independent agencies. Our systems are subject tointense
scrutiny and validations in the systems audit. Proactive
measures are taken to ensure that they are adequately
protected against external threats.

Wehavealsodevisedarobust Disaster Recoveryand Business
Continuity plan with strategies like utilising branches as
alternate sites, work from home and IT Disaster Recovery
site, which are tested on aregular basis.

During the COVID-19 Pandemic BCP Plans were fully tested
andallthecritical functions worked seamlessly fromalternate
sites, the Virtual Private Network connectivity ensured that

all the critical functions not only worked seamlessly from
home but also adhered to all regulatory timelines.

Over the course of the year, the initial initiation of the BCP
gradually morphed into a regular functioning requirement
and the IT infrastructure was strengthened continuously
to cater to the increasing demands of a full-fledged remote
working environment. It has now become a mature operating
environment and the Company continues to invest in
additional IT assets as required.

E. Compliance

Through our compliance function, we monitor compliance
with regulatory requirementslaid down by the Securities and
Exchange Board of India (SEBI) with respect to mutual fund,
portfolio management services and alternative investment
funds activities and other business activities permitted under
Regulation 24(b) of SEBI (Mutual Funds) Regulations.

Various internal policies and procedures have been
established to enable compliance with the above-mentioned
regulatory requirements. Our Compliance Manual lists the
applicable regulatory requirements, regulatory timelines
and assigns responsibility to the functions concerned for
compliance. We have Employee’s Securities Dealing Codes
to regulate personal investment transactions of employees
and guidelines for personal dealing for AMC and Trustee
Directors. We have established policies such as Conflict of
Interest Policy, Outsourcing Policy, Code of Conduct for
Prevention of Circulation of Unauthenticated News, and a
Social Media Policy to enable compliance with the provisions
of the Acts and regulations applicable to our businesses.

Each function is also required to ensure compliance with
respect to applicable regulations pertaining to its areas of
operation. Accordingly, we have established procedures,
policies and manuals such as the Investment Manual,
Operations Manual, Valuation Policy, Voting Policy and Client
Services Manual. These policies and manuals are reviewed
and updated periodically. We have established a certification
process through which each function periodically confirms
compliance with the regulatory requirements.

Our compliance team stays abreast of the new regulatory
requirements and communicates the same to the relevant
functions along with meaningful inputs for implementation.
Compliance is monitored using a software system. The
Compliance team also reviews the implementation
status of various requirements by coordinating with the
respective functions.

Externalindependentinternal auditors have been appointed
to review activities of each department and function,
including the compliance function. They review certain
compliance reports before they are submitted to our Board
and the regulators concerned. Periodical SEBI inspections
and statutory audits are conducted which review and assess
the compliance status.
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Other responsibilities of our Compliance team include
drafting and issuing product offer documents, issuance of
notices/addenda related to scheme and product offerings,
reviewing marketing materials before dissemination, timely
filing of various reports with our Board and with regulators
andagencies concerned. The Compliance teamalso oversees
redressal of customer grievances. As part of its periodic
training initiatives, the Compliance team engages with the
employee(s) toeducate, sensitiseand create awarenessabout
their obligations under the codes/policies. Our Compliance
function is an interface between us and various regulators
and agencies, such as SEBI, the RBI, the Association of Mutual
Funds in India, depositories and stock exchanges. The Chief
Compliance Officer updates our Board and Audit Committee
at their meetings on various compliance matters.

During the COVID-19 pandemic, the BCP norms were
activated and the department could function from home,
comply with various regulatory requirements and engage
with other teams, service providers, regulators and industry
bodies seamlessly to make representations on challenges
faced and relaxations required. Due to branch closures in
the initial lockdown phase, our teams were available for any
kind of assistance required by our investors and distributors
for continued processing of transactions through
electronic modes.

F. Operations

Our operations are bifurcated into Mutual Fund Operations
(MFO) and Portfolio Management Services Operations
(PMSO).

The MFO team is responsible for servicing customers of the
Mutual Fund and Segregated accounts. The responsibilities
inter alia includes investment administration, banking, asset
valuation and unit pricing, unit administration, overseeing
customer service centre operations, coordination with
the RTA, redressal of customer grievances, anti-money
laundering (AML), regulatory compliances/reporting and
management of the information system.

The PMSO team performs functions such as post-trade
investment support, cash management, treasury and
settlement functions, recording of transactions in the
books of accounts of the respective clients, valuation of
securities in clients’ portfolios, providing various reports to
the management, and liaising with bankers and custodians.

The PMSO and MFO functions are kept completely separate
and operate with a separate set of systems and teams.

All operational activities are subject to independent audits.
Internal auditors perform transactional and risk-based audit,
apart from undertaking process reviews on a regular basis.
Statutoryauditorshave beenappointed,asrequiredunderthe
relevantregulations for our schemes, portfoliomanagement
and segregated account services. Inaddition, allapplications
used in our operations are periodically subjected to system
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reviews. Our Audit Committee reviews the Auditors’' Reports
inrespect of the entire operations.

Systems and processes form the backbone of our operations
with extensive focus on internal controls, minimising
operationalrisks, enhancing scalability and bringing efficiency
to meet various timelines. We keep upgrading our systems
and re-engineering our processes to ensure a high standard
of regulatory compliance and governance. We also have a
comprehensive Business Continuity Plan (BCP) and Disaster
Recovery Plan (DRP) for the entire operations of the AMC, and
these are periodically tested and placed before the Board of
Directors for review. The COVID-19 pandemic put to test the
comprehensive BCP and DRP outlined for the entire operations
ofthe Mutual Fundbusiness. But we ensured that the transition
to work from home (WFH) was seamless during the lockdown
period. We also ensured that the service providers who are
critical for our business also adhere to acceptable standards
of governance, compliance, IT preparedness and review their
BCPs from time to time.

G. Riskmanagement

Our risk management practices have been designed taking
into consideration the varying needs of our organisation,
operating structure, business operations and regulatory
requirements. Our risk management philosophy clearly
definesthelines of defence withinthe organisation. The Board
approved risk management policy details out our approach
to risk management and the roles and responsibilities of
all stakeholders.

The Audit Committee and Risk Management Committee are
responsible for overseeing the risk management framework,
reviewing the key risks and mitigation strategies, and
ensuring the effectiveness of risk management policies
and procedures. The Management is also responsible for
ensuring that the risk management framework is effectively
implemented within all areas of respective functions.

Risk assessment and mitigation strategies are an integral
part of the organisation’s business reviews. The key risk
management activities include Investment Risk, Operational
& Regulatory Risk and Business Continuity and Disaster
Recovery Management. Close monitoring and control
processes, including the establishment of appropriate key
riskindicators, are putin place to ensure that therisk profiles
are managed within the policy limits.

Given the rapid technological and digital advancement in
the securities market, cyber risks are inevitable. Hence, a
strong cyber risk management is essential. Our Company
has a strong Cyber Risk Management framework wherein
cyberriskandits mitigation are monitored by the Information
Technology Security Committee and Risk Management
Committee of the Company. Key areas covered under the
cyber risk management include strong adherence to the
Board approved Information and Cyber Security Policies,
compliance with SEBI guidelines and ISO 27001 standards to
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ensure that we are in line with industry best practices. Our
Company maintains a robust cyber security architecture
and has in place a cyber resilience framework to protect the
integrity of data and guard against breaches of privacy.

We have a formal programme for risk and self-assessment,
whereby risk owners are involved in the ongoing assessment
and improvement of risk management and controls.
Additionally, internalaudit carries out internal controlreviews
and provides anindependent report to the Audit Committee
on the adequacy and effectiveness of risk management and
internal controls of the organisation. Our statutory auditor
carries out a review of our internal controls over financial
reporting to the extent of the scope laid out in their audit
plans. All significant audit observations and follow-up actions
thereonare periodically reported to the Audit Committeeand
closely monitored for effective implementation.

The systems that are in place are intended to provide
reasonable but not absolute assurance against material
misstatements or loss, as well as to ensure the safeguarding
of assets, the maintenance of proper accounting records,
the reliability of financial information, compliance with
applicablelegislation, regulations and best practices, and the
identification and management of business risk.

H. Insurance

Our insurance policies cover the entire gamut of our
operations and protect the Company from unexpected
exigenciesinthe future. We have specialised policy coverage
as the investment manager to HDFC Mutual Fund, which,
in addition to the Company, also includes our employees,
Directorsandthe Trustee company of HDFC Mutual Fund. Our
insurance policy covers any liability arising out of operations
of Registrar and Transfer Agent and custodians associated
with our Mutual Fund business. We provide our employees
with group term life and personal accident cover in addition
to medical insurance.

l. Intellectual property

We use, among others, the name, brand and trademark
"HDFC", "HDFC Mutual Fund”, "HDFC Asset Management
Company" and associatedlogosinthe ordinary course of our
business and in our corporate name. The trademark "HDFC"
is owned by and is registered in favour of HDFC. HDFC has
granted us the non-exclusive licence to use the trademark,
"HDFC", which is not currently subject to any terms and
conditions.

J. Digital platforms

Our digital solutions framework includes digital solutions
for our partners, investors and corporate website. It is a
continuously evolving platform that is being tuned to user
needsinordertoensure thatitis comprehensive and secure.

We provide an end-to-end digital onboarding solution for
retailindividualinvestors and for our mutual fund distributors.

Building multiple channels to support diverse end-user
preferences both for investors and partners has been our
focus. Our digital solutions include our web portal, mobile
application, WhatsApp, transaction bot and pre-filled
transaction links to facilitate digital transactions. The
Transactionbotiscommonacrossinvestorsand partners. We
have also implemented specificinterventions in the investor
journey to improve experience, e.g. multi-channel approach
to connect with an investor while transacting if there is a
drop during completion, personalised communication on
portal, nudges and so on. As a part of our partner solutions,
we provide an array of services for our partners to transact
digitally — web portal, app, WhatsApp, agent desk for
transactions and investor servicing requests, quick links to
create transactions for theirinvestors, digital marketing tool
and more. Our corporate website not only hosts information
but is also powered with leading smart search technology,
transaction bot etc. Built on an open source CMS, it powers
our business users enabling them to add, modify and update
without any IT intervention.

We have invested heavily in technology and people to build
and scale up ourin-house digital capabilities. Our technology
platform s on cloud, built using cloud native technologies. It
isamicro services based open architecture. We continuously
improvise on our cloud security. These factors ensure that
our technology platformis secure, scalable and robust.

We also leverage emerging technologies to enhance user
experience e.g. artificial intelligence for our website search,
robotic process automation for our technology testing etc.

Improving and building new competencies within the digital
domain continue to be our focus. We are providing multiple
platforms (web portal, app, bots, contact centre support
etc.) to meet the digital needs of the diverse partner and
investor community.

AMCsacross theboardare focusingondigital channels. There
hasalsobeenahugegrowthinthe number ofaggregatorsand
fintech players who provide options to transact on mutual
funds. In spite of this increase, our in-house channels have
continued to grow their share of transaction volumes. This
year, we almost doubled the user base from what it was at
the beginning of the financial year, and grew in-house channel
volumes over 25% on a month-to-month basis.

Duringthe course of the year, we have enriched the solutions
at hand by introducing features such as eKYC via Aadhaar,
Online Mandate registration and execution, Schedule
transaction, Pause SIP etc. In addition, we added more
services such as co-browsing on portal, missed call service
and click to call for investors to support their online journey.
Allthese features help build scale and add depth to our digital
solutions offering.
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Not only did we manage the entire operation remotely last
year but we also:

1. Ensured99.99% uptime on our solutions.
2. Launched our WhatsApp service for Partners.

3. Enriched our feature set extensively to facilitate
emergingbusiness needs, working securely, supporting
work anywhere model.

4. Delivered significant improvement on website through
our SEO interventions, change in design, content
relevance, performance engineering and so on, which
made us one of the fastest websites, with low bounce
rate and high percentage of organic traffic.

5. Communicated extensively with investors, updating
them on all online options, feature updates and helped
migrate investors to the digital channel.

6. Provided more options and services for partners to
transactdigitally; we also ran extensive education series
for our partners onhow to build adigital presenceanddo
digital marketing.

We will continue to strengthen our solutions across user
experience, communications and customer engagement
backed by strong analytics and communications.

Read more on pages 16 & 17 of this report.

K. Humanresources

Employee well-being and psychological safety continue to
be a priority for our Company. In the business environment
dominated by the COVID-19 pandemic, we continuedto assist
our employees and their families on all fronts to fight and
overcome this serious challenge. Being a caringemployer, our
Company took a series of actions to provide robust medical
assistance to employees. Cloud-enabled applications and
the implementation of latest technology ensured business
continuity through smooth implementation of hybrid work
arrangements including work from home. We continued
our focus on building employee capability by introducing a
series of learning and development interventions using our
e-learning systems. We also continued engagingand aligning
employees to the Company'’s purpose and mission. The HR
function focused on areas such as building a strong talent
pipeline, developing capability to deal with future business
challenges, having a robust succession plan to ensure
business continuity, consciously working towards achieving
a diversified workforce and ensuring compliance with all
regulatory and statutory obligations. We firmly believe that
employees play a vital role in creating shareholder value.
Creatingtheemployeevalue propositionandenrichingculture
remain the cornerstone of our HR strategy. We continue to
retain and grow our ability to attract and retain top-quality
talent. HDFC AMC enjoys an impeccable reputation as an
employer of choice.
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L. Marketinginitiatives
Behavioural impact of the COVID-19 crisis

The COVID-19 pandemic has had enormous consequences
and has influenced human behaviour on a global scale. In
India too, we have witnessed huge shifts in consumption
trends, including preference for online shopping, increased
use of social media, shift to online/digital modes for watching
movies, news and so on. Traditional media platforms such as
television (though Indiais an exception where viewership has
actually increased) and newspapers have taken a backseat.

We may be in the middle of a larger scale evolution with
respectto some ofthese trends. The share of digital mediain
India could touch 20% by the end of this year and is expected
to grow by a CAGR of 22.5% in the next year. It is estimated
that over three-fourths of all digital media spends is being
made through mobile devices. Speech and voice recognition
technology, which has a current market size of over ¥ 200
Crore, is expected to grow at a CAGR of over 25% in the next
few years. (Source — Dentsu Advertising Report 2021)

HDFC AMC marketing strategy

Our communication strategy in the wake of the COVID-19
pandemic underwent a major overhaul in order to factor in
the tectonic shifts taking place in the world of marketing.
We increased our spends on digital communication and
advertising, increasing our presence in news and information
websites and advertisingin Over the Top (OTT) platforms. For
instance, we ran advertisements on SIPs on OTT platforms
during the Indian Premier League (IPL). Our videoads on ELSS
also appeared on various OTT platforms. We also increased
our social media presence to promote investor education.
The strategy was to engage with specific target groups
on social platforms through topical communication and
moment marketing.

We launched MFBytes in last April, a one of its kind gamified
investor education app that enables users to not only learn
about mutual funds through byte-sized courses, but also
engages users through gamified quizzes for each course.
MFBytes has content for everyone, whether a novice or a
seasoned investor. It presents users with an opportunity to
top the leaderboard of the app once they complete all the
courses withinthe app. We also launched MFBytes in Hindi to
reach out to the wider Hindi-speaking markets in Tier 2 and
Tier 3 towns and help them to learn about investments and
financial planning.

A few of the campaigns that we launched in FY 20-21:

Child Education

The digital film released in 2020, on Children’s Day, aimed
to educate and create awareness among parents that only
long-term investment could ensure a bright future for their
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kids, and this could be done through Solution Oriented
Children’s Fund. The video garnered over 21 Lakh views.

Long Innings with SIP

The film released during the 2020 IPL used the analogy
of cricket to talk about SIP investments, encouraging SIP
investors to stay invested without getting distracted by
market fluctuations and actinginahurry. The video garnered
over 18 Lakh views.

Second Marriage

The objective of this film was to create awareness about
investment through SIPs by drawing a parallel between
relationships in life and the principle of investing in mutual
funds where trust builds up gradually over time as one stays
invested. The video garnered over 19 Lakh views.

Multi Asset Funds

As part of our Investor Education initiative, we wanted to
educate investors about the potential benefits of investing
in a Multi Asset Fund. In order to drive this message home we
simplified it for the masses through films and with the help
of a simple crossword puzzle in the daily newspaper, where a
husband is seen explaining to his wife the benefits of investing
inamulti-asset fund. The video garnered over 99 Lakh views.

Come back stronger

During the challenging times last year, we attempted to send
amessage of hope with our campaign #ComeBackStronger.
The video expressed solidarity with the people.

Women's Day

We also launched a video on Women's day introducing Kamal
Kumbhar, a social entrepreneur who went through a lot of
challenges & despite that, inspired many other women & kept
marching towards her goals one step at a time.

Bachat, Nivesh aur Aap

We did a four-episode TV series — Bachat, Nivesh aur Aap
— COVID-19 Special, with CNBC Awaaz and a few regional
channelsin 2020. Allthe episodes were topicaland addressed
concerns of investors in the pandemic environment.

HDFC MF - New Endeavour

Inline with the rapid growth in mobile usage, we planto target
users with a mobile-first approach and reach out especially
to millennials through customised communication across
various digital platforms. We also aim to expand our campaign
communications in more local languages.

M. Customer Service

At HDFC AMC, providing excellent service has been the
cornerstone of our customer centricity. We will always
endeavour to raise those standards that truly reflect
the brand.

Inaworldwhere customers areincreasingly betterinformed,
it is imperative that our frontline service support is agile,
well-trained and customer-centric. We relentlessly educate
our staff on these objectives. Our service teams at branches
are supported by an experienced team at the corporate
office. Regional Service Managers, who focus on service
delivery across our various regional offices, conduct periodic
visits to branches and engage with the staff, manage mutual
fund distributor requirements and augment support to the
branches, besides seeking feedback. The Corporate Client
Services team engages with these managers to work on
the feedback and also trains them routinely for the last
mile impact.

It is important that all stakeholders who work towards
enhancing customer experience should work in tandem.
Our Registrar and Transfer Agent (RTA), M/s CAMS, forms
the backbone of our service delivery chain. We work closely
with Computer Age Management Services (CAMS) to ensure
smooth operations, data and integrity. With CAMS, we
provide mutual fund distributor service support and review
operational aspects of the business on a regular basis to
meet the challenges of a constantly changing and dynamic
environment.

Service delivery and quality assessment is also measured in
terms of turnaround times, which is evaluated on a periodical
basis to improve and provide seamless delivery. Customer
complaints/grievances are reviewed for aroot cause analysis,
which also gives us an opportunity to improve our services.

Collaboration and collective endeavour is pivotal to ensure
customer delight. Last year was a challenging time for the
disruption induced by the COVID-19 pandemic. Despite
several obstacles, the AMC and CAMS could demonstrate
resilience as we operationalised our BCPs and ensured
that our services were uninterrupted. In accordance with
government protocol, we went back to ‘business as usual’ by
adopting a combination of work from home and office, ably
supported by the call centre. This difficult time was also an
inflection point as it gave us the opportunity to rewire and
re-engineer some of our services and standards. The ensuing
year willreflect some of these transformationinitiatives that
will aim to increase the convenience and experience of our
valued customers. Ourdigitalteam hasimplemented a myriad
set of initiatives on the website and mobile apps to provide
best-in-class services. The pandemic helped us accelerate
our digital footprint and acceptance of digital in a major way.

We provide support to our customers through our network of
227 branches, 260 service centres of CAMS, digital solutions
on our website, particularly HDFCMFOnline, the mutual fund
distributor mobile app, various other platforms via the stock
exchanges, channel partners, MF Utility, online websites of
mutual fund distributors and advisors and other avenues.
Our focused efforts towards enabling and supporting digital
transactions have led to a significant majority of transactions
being sourced digitally.
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As much as we value our customers and their well-being,
we have ensured the safety of our staff. We hope that the
pandemic ends soonand normalcy returns. Inthe meanwhile,
we will spare no efforts to meet customer expectations and
provide unhindered services.

Complaints as a percentage of transactions (%)
FY17-18 0.014
FY 18-19 0.012
FY 19-20 0.009
FY 20-21 0.006
N. Training

Thanks to the increased acceptance of online learning, we
managed to expand our reach in terms of target audience
for investor education initiatives. Traditionally, our learning
programmes had an audience strength of around 100-300
participants. Webinars saw an exponential increase in
participation, with several of our programmes drawing 2,000-
3,000 participants. During the pandemic, we expanded our
range of topics beyond investing and invited experts from
diverse fields including psychology, health, defence and
others to provide help on ‘decision making in tough times'.
The sessions focused on:

« How to adapt to a rollercoaster ride in the market and not
panic during crisis

» How to build debt allocation during challenging times

« Why it is important not to deviate from the path of asset
allocation

« Workshop and certification programmes on domain
knowledge with leading experts.

During FY 20-21, our 344 training programmes on a wide
range of topics saw an attendance of 2,13,054 participants.
We could reach out to 1,15,000 investors.

O. Social Initiatives

Read more on pages 20 & 21 of this report.

P. Risksand Threats

The competition is growing amongst existing AMCs as well
as alternative investment platforms such as fintechs and
distribution companies. As options for theinvestorincreases,
competitionis likely to drive down total expense ratios, which
in turn would drive down investment management fees, the
primary source ofrevenue for asset management companies.

As we rely heavily on our technology infrastructure, with the
majority of our transactions being processed digitally, any
interruptionsinthe samemayimpact the business adversely.
We have, therefore, invested heavily to keep our technological
infrastructure enabled to handle any such interruptions.
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Our business depends on consumer confidence in the overall
economy, economic growth rates, household savings rates
and consumer attitude towards financial savings, in particular
within India. Any adverse market rate fluctuations and/
or adverse economic conditions could affect the business
in many ways, including by reducing the value of our AUM,
leading to adeclineinrevenue.

If our investment strategies perform poorly, our existing
customers may reduce or withdraw their investments.
Underperformance related to benchmarks could lead to a
shifttolow cost passive funds. We are exposed to marketrisks
suchasliquidity risk, interestraterisk, creditrisk, operational
risk and legal risks. The effectiveness of our Company'’s risk
management is determined by the quality and availability of
data. Our schemes andotherinvestmentproducts carry their
own risks.

Our relationship with our existing distributors is key to our
business success. As many of our distribution relationships
are non-exclusive, our distributors may provide similar
services to our competitors or prioritise our competitors’
investment product over that of ours.

We depend on the skills and expertise of our employees
and our success depends on our ability to retain key team
members. If we are not able to retain existing employees or
attract new talent, our operations could get affected, leading
to adecline in our performance.

We are dependent on the strength of our brand and
reputation, as wellas the brand and reputation of other HDFC
Group entities. While our brand is well-recognised, we may
be vulnerable to adverse market and customer perception,
particularlyinanindustry whereintegrity, trustand customer
confidence are paramount. The regulatory environment in
whichwe operateis subjecttochange. Changestoregulations
could adversely impact our revenue and margins. Moreover,
new laws or regulations applicable to our Company and
customers may adversely affect our business.

Interms of the SEBI Mutual Fund Regulations, we are required
to avoid conflicts of interest in managing the affairs of our
mutual fund schemes and keep the interest of our customers
paramount in all matters. Accordingly, in the event of any
conflictarisingbetweentheinterests of our shareholdersand
those of our customers, we willhave to prioritise the interests
of our customers.

While we ensure that we are in compliance with all applicable
laws, any failurein detectingerrorsinour statutoryrecords or
errors or omissions in our business operations could expose
us to potential losses.

Besides the above threats which we can anticipate, situations
may arise due to unforeseen black swan events such as the
current COVID-19 crisis that has engulfed the world, and
these may affect our business in unforeseen ways.
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Directors’ Report

To the Members

Your Directors have the pleasure in presenting the Twenty-second Annual Report together with the Audited Accounts of your

Company for the financial year ended March 31, 2021.

Financial Results

The financial performance of your Company for the financial year ended March 31, 2021 is summarised as below:

3 (in Crore)
LI LGEREEILL . For the year ended

FINANCIAL RESULTS March 31,2021 March 31,2020
Profit before Tax 1,748.95 1,653.05
Less: Provision for Tax (Net of Deferred Tax) 423.19 390.64
Profit after Tax 1,325.76 1,262.41
Add/(Less): Other Comprehensive Income (Net of Tax) (0.69) (3.08)
Total Comprehensive Income (A) 1,325.07 1,259.33
Balance of Retained earnings carried forward from previous year 3,133.52 2,190.37
Less: Equity Dividend Paid for earlier year 595.96 255.11
Less: Tax on Equity Dividend Paid for earlier year = 52.44
Less: Other Adjustments - 8.63
Total (B) 2,537.56 1,874.19
Balance of Retained Earnings Carried to Balance Sheet (A+B) 3,862.63 3,133.52

For the year ended March 31, 2021, your Company posted a
net profit of ¥ 1,325.76 Crore as against ¥ 1,262.41 Crore in
the previous year. Appropriations from the net profit have
been effected as per the summary given above.

For a detailed analysis of the financial performance of your
Company for the year under review, refer to report on
Management Discussion and Analysis.

Your Company does not have any subsidiary or an associate
company or ajoint venture company.

Dividend

Your Directors recommend payment of dividend of ¥ 34/- per
equity share (680%) of face value of ¥ 5/- each for the financial
year ended March 31,2021 as againstX 28/- (560%) per equity
share of face value of ¥ 5/- each for the previous year.

The dividend pay-out ratio for the proposed dividend for the
year ended March 31, 2021 is 54.61%.

The dividend recommended is in accordance with the
parameters andcriteriaas set outinthe Dividend Distribution
Policy which has been approved by the Board of Directors.
The Dividend Distribution Policy of the Company is placed
on the Company’'s website at https://www.hdfcfund.
com/about-us/governance/codes-policies and the same

is annexed as Annexure | in terms of Regulation 43A of
Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015 (“SEBI
Listing Regulations”).

Management Discussion and Analysis Report,
Report of the Directors on Corporate Governance and
Business Responsibility Report

Management Discussion and Analysis, Corporate
Governance and Business Responsibility Reports form part
of thisreport.

Transfer to Reserves

There is no amount proposed to be transferred to
thereserves. For complete details on movementinReserves
and Surplus during the financial year ended March 31, 2021,
pleaserefertothe Statement of Changesin Equity included
in the financial statements.

Capital Structure

During the year, your Company issued and allotted 1,50,877
equity shares of ¥ 5/- each of the Company to eligible
employees on exercise of stock options granted under
Employee Stock Option Schemes of the Company.
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Consequently, the issued, subscribed and paid-up equity
share capital increased from< 1,06,40,16,625/- represented
by 21,28,03,325 equity shares of ¥ 5/- each as on April 01,
2020 to ¥ 1,06,47,71,010/- represented by 21,29,54,202
equity shares of ¥ 5/- each as on March 31, 2021.

Review of Operations

Assets under Management (AUM)* of HDFC Mutual Fund
("HDFC MF") at the close of FY 20-21 was ¥3.96 Lakh
Crore as against an AUM of ¥ 3.19 Lakh Crore at the close
of FY 19-20, an increase of 24%. The Annual Average AUM
grew by 3% to ¥ 3.84 Lakh Crore. HDFC MF is one of India’'s
largest mutual funds in terms of total AUM with a market
share of 12.6% based on closing AUM. It is also the largest
mutual fund in terms of actively managed equity-oriented
funds, with a market share of 12.9 %. The actively managed
equity-oriented AUM at the close of FY 20-21 was¥ 1.65 Lakh
Crore as against ¥ 1.20 Lakh Crore at the close of FY 19-20,
an increase of 38%. The actively managed equity-oriented
annual average AUM constituted 38.4% of the total annual
average AUM and fell by 9% to ¥ 1.48 Lakh Crore.

Your Company managed 90 lakh live accounts as on
March 31, 2021, predominantly those of individual (retail)
unitholders. The Individual monthly average AUM as a
percent of total monthly average AUM as of March 2021 was
57.6% as against 57.2% as of March 2020. Your Company has
established a strong and wide network of Investor Service
Centres (ISCs) rendering services toits unitholderslocated at
various locations across the country. Your Company has 227
ISCsasonMarch31,2021.1SCs of Computer Age Management
Services Ltd. (CAMS), the Registrar and Transfer Agent of
HDFC MF, are Official Points of Acceptance for transactions of
Schemes of HDFC MF. These offices supplement the investor-
servicing network of your Company. Your Company services
unitholders and over 65,000 empanelled distributors in over
200 cities pan India.

Your Company is the most preferred choice for individual
investors, with the highest market share in assets from
individual investors at 13.7%. Of the 2.28 Crore unique
investors in mutual funds in India (as identified by PAN), we
enjoy trust of 53 Lakh investors, a market penetration of
23%. Your Company's offering of systematic transactions
further enhances its appeal to individual investors looking
to invest periodically in a disciplined and risk-mitigating
manner. Your Company processed ¥ 11,100 Crore through
systematic transactions from April 2020 to March 2021.
These monthly flows provide a strong and stable “order
book", provide predictable flows, with 84% of live systematic
investment plans (SIPs) subscribed for a tenure of more than
5 years. Your Company also provides portfolio management
and segregated account services, including discretionary,
non-discretionary and advisory services, to high net worth
individuals (HNIs), family offices, domestic corporates, trusts,
provident funds and domestic and global institutions. As on
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March 31, 2021, the aggregate assets under these services
were at3 9,735 Crore.

Allour operations continuetoworkremotely usingthe existing
infrastructure in place. We have been able to successfully
continue Work from Home for employees, even in remote
locations. A safe environment following all the necessary
protocols, was created to enable essential employees to
operate fromthe office/ branches. Our strongIT systems and
digital infrastructure facilitated our operations to continue
seamlessly and also aided in managing the additional online
transactions and activity.

Schemes Launched

Two new schemes were launched during the financial year —
HDFC Banking ETF and HDFC Dividend Yield Fund.

Fundamental Attributes Changed

During the year, changes in fundamental attributes were
made to the following funds —HDFC Multi Asset Fund, HDFC
Flexi Cap Fund (Erstwhile HDFC Equity Fund) & HDFC Capital
Builder Value Fund, details of which were announced through
addendums dated 21t December 2020, 22" December
2020 & 13*h January 2021 respectively. HDFC Housing
Opportunities Fund was converted to an open-ended equity
scheme following Housing and Allied Activities Theme,
details of which were announced through an addendum
dated 12" December 2020.

* For details on Mutual Fund AUM, refer Page 6 & 7
Directors and Key Managerial Personnel

Non-Executive Directors

During the year, Mr. Norman Keith Skeoch (DIN: 00165850),
Non-Executive Director of the Company, director
nominated by Standard Life Investments Limited (SLI), one
of the Promoters of the Company, has resigned as Director
of the Company with effect from close of business hours of
January 20,2021. Since, Mr. Skeoch hadretired from the board
of Standard Life Aberdeen, he also stepped down as a Chief
Executive of Standard Life Aberdeen. Mr. Skeoch deemed it
appropriate to consequently also resign as a Non-Executive
Director of your Company.

The Board places on record its appreciation for the
contributions made by Mr. Skeoch during his long association
with the Company.

The Board of Directors of the Company at its meeting held
on January 20, 2021, based on the recommendation of the
Nomination & Remuneration Committee, approved the
appointment of Mr. Rushad Abadan (DIN: 08035538) as an
Additional Director (Non-Executive Non-Independent) on
the Board of Directors of the Company, liable to retire by
rotation, effective from January 21, 2021. Mr. Abadan has
been nominated by SLI.
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Pursuant to the provisions of Section 161 of the Companies
Act, 2013 (the Act) and Articles of Association of the
Company, Mr. Rushad Abadan shall hold office as an
Additional Director up to the date of the ensuing Annual
General Meeting (AGM) and is eligible for appointment as
Director. The resolution for aforesaid appointment along
with the brief profile of Mr. Rushad Abadan form part of the
Notice convening the AGM of your Company. Your Directors
recommend his appointment as Non-Executive Director of
your Company.

In accordance with the provisions of Section 152 of the Act
read with the Companies (Appointment and Qualification
of Directors) Rules, 2014 and the Articles of Association of
the Company, Mr. Keki Mistry (DIN: 00008886) and Ms. Renu
Karnad (DIN: 00008064), Directors, are liable to retire by
rotation at the ensuing AGM and being eligible have offered
themselves for re-appointment.

Necessary proposals for their re-appointment have been
placedforyourapproval at the ensuing AGM. The brief profile
has been detailed in the Notice convening the AGM of your
Company. Your Directors recommend their re-appointment
as Non-Executive Directors of your Company.

Executive Director

During the year, the members at their 21t AGM of the
Company hadre-appointed Mr. Milind Barve (DIN:00087839)
as the Managing Director of your Company for a period
effective from November 01, 2020 up to January 31,
2021. Further, in order to ensure a smooth transition of
the business activities and handover from Mr. Barve to his
successor, Mr. Navneet Munot, the Board of Directors of the
Company at its meeting held on January 20, 2021, based on
the recommendation of the Nomination & Remuneration
Committee, extended the term of Mr. Milind Barve as the
Managing Director of your Company for a further period
effective from February 1, 2021 up to February 15, 2021,
subject to approval of the shareholders.

Necessary proposal for Mr. Barve's re-appointment
including payment of remuneration has been placed for your
approval at the ensuing AGM. Your Directors recommend his
re-appointment as Managing Director of your Company for
the aforesaid period.

Members may note that during the year, Mr. Milind Barve's
termasthe ManagingDirectorcametoanendonFebruary 15,
2021 and he ceased to be a Director of the Company.
Mr. Milind Barve has served the Company as the Managing
Director since inception effective July 04, 2000. Mr. Barve
has beenthelongest-serving Managing Directorin the Indian
mutual fund industry. He has successfully led the acquisition
of Zurich, listing of shares of the Company and driven the
growth in the AUM to make HDFC AMC as one of the largest
Asset Management Companies of the country.

The Board places on record its sincere appreciation for
the valuable contribution made by Mr. Barve in building
and growing the Company to what it is today. Mr. Barve's
stewardship of the Company has been characterised by
strategic thinking, innovative ideas and his tireless efforts
to increase the creditability and visibility of HDFC Mutual
Fund. The Board thanks Mr. Barve for his dedication and
contribution to the Company.

The Board of Directors of the Company at its meeting held
on January 20, 2021, based on the recommendation of the
Nomination & Remuneration Committee, approved the
appointment of Mr. Navneet Munot (DIN: 05247228) as an
Additional Director/Managing Director & Chief Executive
Officer (CEQ) of the Company for a period effective from
February 16,2021 uptoJune 30,2024, subjecttotheapproval
of the shareholders at ensuing AGM of the Company.

Necessary proposal for appointment of Mr. Navneet Munot
including payment of remuneration has been placed for your
approval at the ensuing AGM. Your Directors recommend his
appointment as Managing Director & CEO of your Company.

Independent Directors

During the year, the members at their 21t AGM of
the Company had appointed Mr. Shashi Kant Sharma
(DIN: 03281847) as an Independent Director of the
Company for a term of 5 consecutive years effective from
October 26, 2019.

Mr. Dhruv Kaji, Mr. Jairaj Purandare, Mr. Sanjay Bhandarkar,
Mr.Parag Shah, Ms. RoshniNadar Malhotraand Mr. ShashiKant
Sharma, Independent Directors, have submitted declarations
stating that they meet the criteria of independence as per
the provisions of the Companies Act, 2013 and SEBI Listing
Regulations.

All the Independent Directors have also confirmed that
in terms of Rule 6(3) of the Companies (Appointment and
Qualification of Directors) Rules, 2014, they have registered
themselves with the Independent Director’'s database as
prescribed under the Act.

In the opinion of the Board, the Independent Directors fulfill
the conditions specified under the Companies Act, 2013, the
Rules made thereunder and SEBI Listing Regulations and are
independent of the management.

Allthe directors of the Company have confirmed that they are
not disqualified for being appointed as directors pursuant to
Section 164 of the Companies Act, 2013.

Key Managerial Personnel

In accordance with the provisions of Sections 2(51) and
203 of the Companies Act, 2013 read with the Companies
(Appointment and Remuneration of Managerial Personnel)
Rules, 2014, Mr. Navneet Munot, Managing Director & CEO,
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Mr. Piyush Surana, Chief Financial Officer and Ms. Sylvia
Furtado, Company Secretaryarethe Key Managerial Personnel
(KMP) of the Company.

During the year, Mr. Milind Barve, Managing Director, ceased
to be KMP of the Company w.e.f. February 15, 2021 upon
the end of tenure as Managing Director of the Company
and Mr. Navneet Munot, Managing Director & CEO, has
been appointed as one of the KMP of the Company w.e.f.
February 16, 2021.

Number of Meetings of the Board

During the FY 20-21, 7 (seven) meetings of the Board of
Directors of your Company were held and the details of
Board and Committee meetings held are provided in the
Report of the Directors on Corporate Governance, which
forms part of this report.

Annual Evaluation

Formal annual evaluation of the performance of the Board,
its committees and of individual directors are conducted by
the Board and details of the same are provided in the Report
of the Directors on Corporate Governance, which forms part
of this report.

Nomination & Remuneration Policy

In terms of the requirements under the Companies Act,
2013 and SEBI Listing Regulations, your Company has
in place a Nomination & Remuneration Policy, inter-alia,
detailing the director’'s appointment, remuneration, criteria
for determining qualifications, attributes, independence
of a director and other matters. The remuneration paid
to the Directors, Key Managerial Personnel and Senior
Management is as per the Nomination & Remuneration
Policy of your Company. The Nomination & Remuneration
Policy is placed on the Company's website at https://www.

hdfcfund.com/about-us/governance/codes-policies

Issue of Employee Stock Options

In line with the practice of incentivising the employees
through issue of stock options, your Company, pursuant
to approval granted by the Shareholders of the Company
at the Annual General Meeting held on July 23, 2020, has
formulated Employees Stock Option Scheme - 2020
(ESOS - 2020) in terms of SEBI (Share Based Employees
Benefits) Regulations, 2014 ("ESOP Regulations”).
Accordingly, the Nomination & Remuneration Committee
(NRC) of Board of Directors at its meeting held on February
22, 2021 has approved the said ESOS - 2020 and also
grant of 11,45,000 stock options representing 11,45,000
equity shares of ¥ 5/- each to the eligible employees of the
Company as determined by the NRC, under ESOS - 2020
at grant price of ¥ 2,934.25 per option. No employee was
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issued stock option, during the year equal to or exceeding
1% of the issued capital of the Company at the time of grant.

Your Company has also granted stock options to the
employees in the past under the various employee stock
option schemes viz. Employee Stock Option Scheme(s) 2015
— Series | and 2017 — Series | & Il (“Schemes") formulated
from time to time for the purpose of administering the
issue of stock options to the eligible Employees of your
Company. There has been no material variationin the terms
of the options granted under any of these Schemes and all
the Schemes are in compliance with the ESOP Regulations.
However, the above Schemes, formulated prior to IPO by
your Company, were aligned with the ESOP Regulations.
Your Company will not make any fresh grant of stock options
under these aforesaid Schemes.

Disclosures as required under the ESOP Regulations
have been placed on the website of the Company at
www.hdfcfund.com

Further, the certificate required under Regulation 13 of
the ESOP Regulations from the Statutory Auditors of the
Company that all the employee stock option schemes have
beenimplementedinaccordance with the ESOP Regulations
will be available at the ensuing AGM for inspection.

Auditors and Auditor’s Report

Statutory Auditors

In terms of Section 139 of the Companies Act, 2013 read
with the Companies (Audit and Auditors) Rules, 2014,
M/s. B S R & Co. LLP, Chartered Accountants (ICAI FRN:
101248W/W-100022) were appointed as the Statutory
Auditors of your Company for a period of 5 continuous years
i.e. from the conclusion of 18" AGM till the conclusion of
23" AGM, subject to ratification by the members at every
AGM of the Company.

In accordance with the Companies Amendment Act, 2017
notified on May 7, 2018 by the Ministry of Corporate Affairs,
appointment of the statutory auditors is not required to be
ratified at every AGM. Accordingly, no proposal for ratification
of appointment of M/s.BS R & Co. LLP as Statutory Auditors
of the Company will be placed at the ensuing AGM.

Secretarial Auditor

Pursuant to the provisions of Section 204 of the Companies
Act, 2013 read with the Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014, your
Company had appointed M/s. Bhandari & Associates,
Company Secretaries to conduct the Secretarial Audit of
your Company forthe FY 20-21. The Secretarial Audit Report
is annexed herewith as Annexure Il to this report.
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There were no qualifications, reservation or adverse
comments or disclaimer made by the aforesaid Auditors in
their audit reports.

The said Auditors of the Company have not reported any
fraud as specified under Section 143(12) of the Companies
Act, 2013.

Internal Auditors

M/s. Deloitte Touche Tohmatsu India LLP, were appointed
as Internal Auditors of your Company for the financial year
2020-21.

Risk Management Policy

The Risk Management Policy of your Company, reviewed by
the Audit Committee and approved by the Board, provides
for the Enterprise Risk Management (ERM) framework to
identify, assess, monitor and mitigate various business
risks. This framework incorporates the checks, process and
procedures toidentify potential risks in the operational areas
of the business and minimise theirimpact on your Company.
The framework is designed to identify risks, assess their
likely impact, ensure the review of mitigation measures and
requires reporting on a regular basis. The Audit Committee
of the Board of Directors at its meetings periodically reviews
the functioning of the ERM.

The primary business of your Company is to act as an
investment manager to HDFC Mutual Fund which requires
specialised expertise ininvestment management. Since this
is a very crucial aspect which has an extremely significant
bearing on the performance of your Company, a Risk
Management Committee is in place to oversee the risks
associated with this function. This Committee also reviews
the progress of risk management practices pertaining to
HDFC Mutual Fund.

With rapid technological and digital advancement in
securities markets cyber risks are inevitable, hence having
strong Cyber Risk Management is essential. The Company
has a strong Cyber Risk Management framework wherein
cyber risk and it's mitigations are monitored at the
Information Technology and Security Committee and Risk
Management Committee of the Company. Key areas covered
under the Cyber Risk Management are strong adherence to
the Board approved Informationand Cyber Security Policies,
compliance with SEBI guidelines and ISO 27001 standards
to ensure that we are in line with industry best practices.
The Company maintains arobust cyber security architecture
and has in place a cyber resilience framework to protect the
integrity of data and guard against breaches of privacy.

Adequacy of Internal Controls

Your Company has internal control systems which are
commensurate with the size and complexity of its operations.

The internal control systems comprise of standardised
policies and procedures covering all functional areas aimed at
ensuring sound management of operations, reliable financial
reporting, safeguarding of assets and prevention and
detection of frauds and errors. The Audit Committee of the
Board of Directors, at regular intervals and in co-ordination
with Internal and Statutory Auditors, reviews the adequacy
of Internal Controls within your Company.

Further, the internal financial controls related to financial
statements are found to be adequate and operating
effectively and that no material weakness has been noticed
during the year under review.

Corporate Social Responsibility

In terms of Section 135 of the Companies Act, 2013, your
Company has formed a Corporate Social Responsibility
(CSR) Committee to approve activities, expenditure to be
incurred and monitor the performance of the CSR activities
undertaken by the Company.

The CSR Committee comprises Mr. Deepak Parekh
(Chairman), Mr. Parag Shah and Mr. Navneet Munot. The
Company Secretary acts as the secretary to the Committee.

The Companyundertakesits CSRactivitiesthroughavariety
of effective programs. The major thrust of the CSR activities
ofthe Companyisintheareaof promoting preventive health
care through its contribution towards Indian Cancer Cure
Fund Project. This project aims to provide financial aid for
treatment to underprivileged and low income patients
diagnosed with any curable/ early detected cancers through
the empanelled hospitals. Given the current COVID-19
situation, your Company had also contributed to the Prime
Minister’s Citizen Assistance and Relief in Emergency
Situations Fund (PM Cares Fund) to provide relief to those
affected by any kind of emergency or distress situation such
as that posed by COVID 19 pandemic. The Company has
also undertaken other CSR activities under promotion of
education.

The Board of Directors and the CSR Committee review
and monitor from time to time all the CSR activities being
undertaken by the Company.

The annual report on CSR activities in accordance with the
Companies (Corporate Social Responsibility Policy) Rules,
2014 (asamended fromtimetotime),is setoutat Annexure Il
to thisreport.

The amount remaining unspent under Section 135(5) of
the Companies Act, 2013, pursuant to ongoing projects
undertaken by your Company, has been transferred to
Unspent Corporate Social Responsibility Account in
accordance with Section 135(6) of the Companies Act,
2013, and such amount shall be spent by your Company in
pursuance of its obligation within the approved timelines.
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The Composition of the CSR Committee, CSR Policy as well
asthe CSR activities undertaken by the Company is available
on the Company's website at https://www.hdfcfund.com/

about-us/corporate/csr

Particulars of Contracts or Arrangements with
Related Parties

Duringthe year, your Company has enteredinto transactions
with related parties as defined under Section 2(76) of the
Companies Act, 2013 read with Companies (Specification of
Definitions Details) Rules, 2014 and applicable Accounting
Standards, which were in the ordinary course of business
and on arms’ length basis and in accordance with the policy
on Related Party Transactions of the Company.

The Related Party Transactions Policy of the Company
provides for proper approval processes and reporting
requirements of the concerned transactions between the
Company and related parties.

The policy on Related Party Transactions is placed on the

Company's website at https://www.hdfcfund.com/about-us/
governance/codes-policies

During the year, there was no material transaction with any
related parties as per the Related Party Transactions Policy
of the Company and/or any other related party transaction
enteredinto by the Company that require disclosure in Form
AOC-2, hence, disclosure in Form AOC-2 is not applicable to
the Company.

The disclosures pertaining to related party transactions
as per the applicable Accounting Standards form part
of the notes to the financial statements provided in this
Annual Report.

Particulars of Loans, Guarantees and Investments

Details of loans, guarantees and investments, ifany, covered
under the provisions of Section 186 of the Companies Act,
2013 are provided in the notes to financial statements.

Deposits

Duringtheyear, your Company has notaccepted any deposits
within the meaning of Sections 73 and 74 of the Companies
Act, 2013 read together with the Companies (Acceptance of
Deposits) Rules, 2014.

Unclaimed Dividend on Shares

AsatMarch 31,2021, dividendamounting to¥ 44.56 Lakh had
not been claimed by shareholders of the Company andis lying
in the respective Unpaid Dividend Accounts.

Your Company has disclosed the statement containing the
names, last known addresses and the unpaid dividend to
be paid to each shareholder on the Company's website at
www.hdfcfund.com
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Annual Return

Pursuant to Section 92(3) read with Section 134(3)(a) of the
Companies Act, 2013, the Annual Return as on the financial
year ended March 31, 2021 is placed on the Company'’s
website at https://www.hdfcfund.com/about-us/financial/
annual-reports

Vigil Mechanism/Whistle Blower Policy

Whistle Blower Policy is in place and details of the same
are provided in the Report of the Directors on Corporate
Governance, which forms part of this report.

Particulars Regarding Conservation of Energy,
Technology Absorption and Foreign Exchange
Earnings and Outgo

The information pertaining to the conservation of energy and
technology absorption in terms of Section 134(3)(m) of the
Companies Act, 2013 read with the Companies (Accounts)
Rules, 2014 is stated as below:

(a) Conservation of energy and technology absorption

Your Company is in financial services industry and
does not consume high levels of energy. However,
regular efforts are made to adopt appropriate
energy conservation measures and technology
absorption methods. With Work from Home onaccount
of COVID-19, the Company has reduced considerable
consumption of energy.

(b) Foreign Exchange, earnings and expenditure during
the year

« Foreign exchange (earnings): ¥ 10.34 Crore (previous
year:¥33.77 Crore)

« Foreign exchange (expenditure): ¥ 15.35 Crore
(previous year: ¥ 18.55 Crore)

Particulars of Employees

As on March 31, 2021, your Company has 1,254 employees
and for the previous year, your Company had
1,194 employees.

In accordance with the provisions of Rule 5(2) of the
Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014, the names and particulars of the top
ten employees in terms of remuneration drawn are set out
in the annexure to this report. In terms of the provisions of
Section 136(1) of the Companies Act, 2013, the Directors’
Report is being sent to all shareholders of the Company
excluding the annexure. Any shareholder interested in
obtaining a copy of the annexure may write to the Company.


https://www.hdfcfund.com/about-us/corporate/csr
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Further, disclosures on managerial remuneration asrequired
under Section 197 read with Rule 5(1) of the Companies
(Appointment and Remuneration of Managerial Personnel)
Rules, 2014 are appended as Annexure IV.

Other Disclosures

e There was no change in the nature of the business of
the Company.

e There was no revision in the financial statements of
the Company.

« Disclosure pertaining to maintenance of cost records as
specified by the Central Government under sub-section (1)
of Section 148 of the Companies Act, 2013, is not applicable
to your Company.

« Your Company has not issued any sweat equity shares to
the employees of the Company.

« Your Company has notissued equity shares with differential
rights as to dividend, voting or otherwise.

« There was no application made or any proceeding pending
under the Insolvency and Bankruptcy Code, 2016 during
theyear.

e There was no one time settlement entered into with any
Bank or financial institutions in respect of any loan taken by
the Company.

« Details of the Audit Committee of the Board of Directors
including its composition are provided in the Report of the
Directors on Corporate Governance, which form part of this
report.

« There was no receipt of any remuneration or commission
by the Managing Director of the Company from its
holding company.

Directors’ Responsibility Statement

In accordance with the provisions of Section 134(5) of the
Companies Act, 2013 and based on the information provided
by the management, your Directors state that:

(i) Inthepreparationofthe annualaccounts, the applicable
accounting standards had been followed along with
proper explanation relating to material departures;

(i) Accounting policies selected were applied consistently.
Reasonable and prudent judgements and estimates
were made so as to give a true and fair view of the state
of affairs of the Company at the end of March 31, 2021
and of the profit of the Company for year ended on
that date;

(iii) Proper and sufficient care has been taken for
maintenance of adequate accounting records in

accordance with the provisions of the Companies Act,
2013, for safeguarding the assets of the Company and for
preventingand detecting frauds and other irregularities;

(iv) The annual accounts of the Company have been
prepared on a going concern basis;

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

(vi) Propersystemshavebeendevisedtoensure compliance
with the provisions of all applicable laws and that such
systems were adequate and operating effectively.

Secretarial Standards

Your Company is in compliance with the provisions of the
applicable Secretarial Standards issued by the Institute of
Company Secretaries of India in terms of the Companies
Act, 2013.

Prevention of Sexual Harassment Policy and its
Reporting

Your Company has framed and implemented a Policy on
Sexual Harassment of Women at Workplace aiming at
prevention of harassment of employees which lays down
the guidelines for identification, reporting and prevention
of undesired behaviour. 6 (six) Internal Committees (IC) for
different zones were constituted in accordance with the
Sexual Harassment of Women at Workplace (Prevention,
Prohibition and Redressal) Act, 2013 with women employees
being a majority and an external member. The Policy, IC
Members' details and the penal consequences of violating
the said Act/ Policy are displayed at all offices/ ISCs and on
the intranet of the Company. Regular employee awareness
sessions are conducted to generate awareness about the
policy, reporting mechanism and prevention of sexual
harassment at the workplace. During the year, the IC did not
receive any complaints pertaining to sexual harassment.

Significant/Material Orders passed by the Regulators

There are no significant and material orders by any regulator,
court, tribunal impacting the going concern status of the
Company and its operations in future.

Material changes and commitments, if any, affecting
the Financial Position of the Company from the
Financial Year end till the date of this Report

There have been no material changes and commitments
affecting the financial position of the Company which have
occurred between the end of the financial year 2020-21 and
the date of this Report.
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Dividend Distribution Policy
Objective Financial parameters

This Policy seeks to outline broad parameters that may be
applied and considered by the Board of Directors of HDFC
Asset Management Company Limited (“the Company”) for
the purpose of recommending/declaring dividend to the
shareholders of the Company. The Company has followed
a stable dividend policy in the past and strives to maintain a
consistent dividend payout ratio.

The policy is framed in lines with requirements of the
Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015
("Listing Regulations”).

Accordingly, this Policy has been approved and adopted
by the Board of Directors of the Company at its meeting
held on March 08, 2018 and subsequently modified on
February 26, 2019.

A. Policy on Dividend Distribution

The Board, in light of the prevailing Companies Act, 2013,
ListingRegulations, Articles of Associationandapplicable law,
while declaring/recommending dividend, shall ensure that
an appropriate balance is maintained between adequately
rewarding the shareholders and ensuring that adequate
financialresources are available to fuel the growth aspirations
of the Company.

The Company has so far had a practice of only declaring
interim dividend which was subsequently confirmed by the
shareholders as final dividend. However, this policy is now
being amended to authorise the Board to (i) declare interim
dividend followed by recommendation of such additional
amount as final dividend, (ii) final dividend or (iii) special
dividend, in each case as may be permitted under the
Companies Act, 2013 or any amendment, modification,
variation or re-enactment thereof.

I. Parameters to be considered before recommending
dividend:
The Board of Directors shall inter alia consider the
following parameters before recommending dividend:

Statutory and Regulatory Parameters

The Company shall declare dividend only after ensuring
compliance with provisions of the Companies Act,
2013 and rules made thereunder, the SEBI (Listing
Obligations and Disclosure Requirements) Regulations,
2015 as amended and any other regulations as may be
applicable from time to time.

« Profits earned during the financial year;

e Accumulatedreserves;

« Profitability outlook for the next two/three years;

« Investmentrequirements for the Company;

« Expected future capital/liquidity requirements;

« Brands or business acquisitions;

« Expansion or modernisation of existing businesses;
« Additionalinvestmentsin other businesses;

¢ Otherfactors and/or material events which the Board
may consider.

External Factors
« Shareholder expectations, including individual
shareholders;

« Macroeconomic conditions;
« Taxation provisions;
« Unfavourable market conditions;

«  Government policies.

Circumstances under which the shareholders of the
Company may or may not expect dividend

The Company may not distribute a dividend or may
distribute a reduced quantum of dividend when there
is absence orinadequacy of profits. Also, if one or more
of the criterion for recommendation of dividend is
not fulfilled by the Company, including any regulatory
restriction placed on the Company on declaration
of dividend, or if the Board is of the opinion that it
would be prudent to conserve capital for growth or
other exigencies, which shall be stated by the Board,
dividend may not be declared or reduced dividend may
be declared.

Utilisation of retained earnings

Retained earnings shall be utilised in accordance with
prevailing regulatory requirements, creating reserves
for specific objectives, fortifying the balance sheet
against contingencies, generating higher returns for
shareholders through reinvestment of profits for
future growth and expansion and any other specific
purpose as approved by the Board of Directors of
the Company.
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The Company shall endeavour to utilise retained
earnings in a manner that shall be beneficial to both, the
interests of the Company and its stakeholders.

Following a review of the above parameters, the
Board shall take a view on the extent of Dividend to be
distributed to the shareholders.

The Company currently has only one class of equity
shares that are fully paid-up, which rank pari passu with
respect to voting and dividend.

Conflict in Policy

In the event of a conflict between this policy and the extant
regulations, the regulations shall prevail.
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C. Disclosure of Policy

The Dividend Distribution Policy shall be disclosed in the
Annual Report of the Company and placed onthe Company'’s
website, www.hdfcfund.com.

D. Amendments

Any subsequent amendment/modification in the Act, SEBI
regulations and/or other applicable laws in this regard shall
automatically apply to this Policy.

E. Review of Policy

The Board shallreview the Dividend Distribution Policy of the
Company every two years.
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for the Financial Year ended March 31, 2021
[Pursuant to Section 204(1) of the Companies Act, 2013 and
Rule No. 9 of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014]
To, b) The Securities and Exchange Board of India
The Members, (Prohibition of Insider Trading) Regulations, 2015;

HDFC Asset Management Company Limited
CIN: L65991MH1999PLC123027

We have conducted the secretarial audit of the compliance
of applicable statutory provisions and the adherence to
good corporate practices by HDFC Asset Management
Company Limited (hereinafter called “the Company"”).
Secretarial audit was conducted in a manner that provided
us areasonable basis for evaluating the corporate conducts/
statutory compliances and expressing our opinion thereon.

Based on our verification of the Company's books, papers,
minute books, forms and returns filed and other records
maintained by the Company and also the information
provided by the Company, its officers, agents and authorised
representatives during the conduct of secretarial audit,
we hereby report that in our opinion, the Company has,
during the audit period covering the financial year ended
on March 31, 2021 complied with the statutory provisions
listed hereunder and also that the Company has proper
Board-processes and compliance mechanism in place to
the extent, inthe manner and subject to thereporting made
hereinafter:

We have examined the books, papers, minute books, forms
and returns filed and other records maintained by the
Company for the financial year ended on March 31, 2021
according to the provisions of?:

i.  The Companies Act, 2013 (the Act) and the rules made
thereunder;

ii. TheSecurities Contracts(Regulation)Act, 1956 ('SCRA')
and the Rules made thereunder;

iii. The Depositories Act, 1996 and the Regulations and
Bye-laws framed thereunder;

iv. Foreign Exchange Management Act, 1999 and the
rules and regulations made thereunder to the extent
of Foreign Direct Investment. The Company does not
have any Overseas Direct Investment and External
Commercial Borrowings during the financial year.

v. The following Regulations and Guidelines prescribed
under the Securities and Exchange Board of India Act,
1992 ('SEBI Act’):-

a) The Securities and Exchange Board of India
(Substantial Acquisition of Shares and Takeovers)
Regulations, 2011;

c) TheSecuritiesand Exchange Board of India (Issue of
Capitaland Disclosure Requirements) Regulations,
2018%

d) The Securities and Exchange Board of India (Share
Based Employee Benefits) Regulations, 2014;

e) The Securities and Exchange Board of India (Issue
and Listing of Debt Securities) Regulations, 2008%;

f) The Securities and Exchange Board of India
(Registrars to an Issue and Share Transfer Agents)
Regulations, 1993 regarding the Companies Act
and dealing with client;

g) The Securities and Exchange Board of India
(Delisting of Equity Shares) Regulations, 2009%; and

h) The Securities and Exchange Board of India
(Buy-Back of Securities) Regulations, 2018%;

#* The Regulations or Guidelines, as the case may be were not
applicable for the period under review.

Thelist of Acts, Laws and Regulations specifically applicable
to the Company are given below:

vi. The Securities and Exchange Board of India (Mutual
Funds) Regulations, 1996 as amended.

vii. The Securities and Exchange Board of India (Portfolio
Managers) Regulations, 2020.

viii. The Securities and Exchange Board of India (Alternative
Investment Funds) Regulations, 2012. (Company has
not commenced the business of Alternative investment
Funds).

We have also examined compliance with the applicable
clauses of the following:

i.  Secretarial Standards issued by The Institute of
Company Secretaries of India.

ii. The Securities and Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations,
2015. ["Listing Regulations”]

During the period under review, the Company has complied
with the provisions of the Act, Rules, Regulations, Guidelines,
Standards, etc. mentioned above to the extent applicable.
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We further report that -

The Board of Directors of the Company is duly constituted
with proper balance of Executive Director, Non-Executive
and Independent Directors. Further the changes in the
composition of the Board of Directors, that took place during
the period under review, were carried out in compliance with
the provision of the Act.

Adequate notice was given to all directors to schedule the
Board Meetings, agenda and detailed notes on agenda were
sent at least seven days in advance for meetings other than
those held at shorter notice, and a system exists for seeking
and obtaining further information and clarifications on
the agenda items before the meeting and for meaningful
participation at the meeting.

During the period under review, decisions were carried
through unanimously and no dissenting views were observed,
while reviewing the minutes.

We further report that there are adequate systems and
processes in the Company commensurate with the size and
operations ofthe Company to monitorand ensure compliance
with applicable laws, rules, regulations and guidelines.

Annexure A

To,

The Members,

HDFC ASSET MANAGEMENT COMPANY LIMITED
CIN: L65991MH1999PLC123027

Our Secretarial Audit Report for the Financial Year ended on
March 31,2021 of even dateis to beread along with this letter.

1. Maintenance of secretarialrecordis the responsibility of
the management of the Company. Our responsibility is
to expressanopiniononthese secretarial records based
onour audit.

2.  We have followed the audit practices and processes
as were appropriate to obtain reasonable assurance
about the correctness of the contents of the Secretarial
records. The verification was done on test basis to
ensure that correct facts are reflected in secretarial
records. We believe that the processes and practices,
we followed provide a reasonable basis for our opinion.

3. We have not verified the correctness and
appropriateness of financial records and Books of
Account of the Company.
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We further report that during the audit period the Company
has undertakenthe Members' approval atthe Annual General
Meeting held on July 23, 2020, for Employees Stock Option
Scheme - 2020 (ESOS - 2020), to grant in one or more
tranches, not exceeding 32,00,000 (Thirty Two Lakh only)
stock optionstothe presentandfuture permanentemployees
and directors of the Company (to the extent and in the
manner as may be permissible under the relevant provisions
of the Companies Act, 2013, rules made thereunder, SEBI
(Share Based Employee Benefits) Regulations, 2014 &circular
issued thereto and SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015).

For Bhandari & Associates
Company Secretaries

S. N. Bhandari

Partner

FCS No.:761; CP No.: 366
Mumbeai | April 27, 2021
UDIN: FO00761C000134180

This report is to be read with our letter of even date which
is annexed as Annexure ‘A" and forms an integral part of
thisreport.

4. Whereeverrequired, we have obtained the Management

representation about the compliance of laws, rules and
regulations and happening of events etc.

5. The compliance of the provisions of Corporate and

other applicable laws, rules, regulations, standards is
the responsibility of management. Our examination was
limited to the verification of procedures on test basis.

6. The Secretarial Audit report is neither an assurance
as to the future viability of the Company nor of the
efficacy or effectiveness with which the management
has conducted the affairs of the Company.

For Bhandari & Associates
Company Secretaries

S. N. Bhandari

Partner

FCS No.: 761; CP No.: 366
Mumbeai | April 27, 2021
UDIN: FO00761C000134180
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Annual Report on Corporate Social
Responsibility Activities

As prescribed under Section 135 of the Companies Act, 2013 and Companies
(Corporate Social Responsibility Policy) Rules, 2014

1. Briefoutline on CSR policy of the Company The Company carries its Corporate Social Responsibility (CSR) activities
through various implementing agencies. The details of the Company's CSR
Initiatives project/programmes and activities are provided in this annexure.
The CSR Policy of the Company is uploaded on its website and can be viewed
at https:/www.hdfcfund.com/about-us/corporate/csr
2. Composition of the CSR Committee As onMarch 31, 2021, the CSR Committee comprises of following members
of the Board —
Mr. Deepak S. Parekh (Chairman),
Mr. Parag Shah (Independent Director)
Mr. Navneet Munot (Managing Director & Chief Executive Officer)
Details related to number of CSR Committee meetings held during the year
and attendance is mentioned in the Corporate Governance Report forming
part of the Board's Report.
3. Web-link where Composition of CSR committee, CSR https:/www.hdfcfund.com/about-us/corporate/csr
Policy and CSR projects approved by the Board of
Directors of the Company are disclosed on the website of

the Company

4. Details of Impact assessment of CSR projects carried out  Not applicable as one year has not elapsed for any project towards which
in pursuance of sub-rule (3) of rule 8 of the Companies CSR contribution was made by the Company during this financial year.
(Corporate Social responsibility Policy) Rules, 2014,
if applicable

5. 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:

Sr. . . Amount available for set-off from preceding Amount required to be set- off for the financial

No. Financial Year financial years (in<) year, if any (in%)

1. FY2017-18 Nil Nil

2. FY 2018-19 Nil Nil

3. FY 2019-20 Nil Nil

TOTAL Nil Nil

Average net profit of the Company as per Section 135(5) i.e. for last three financial years: 713,49,74,08,067/-
7 (a) Two percent of average net profit of the Company as per Section 135(5) i.e. for last three financial years: $26,99,48,161 /-

(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) ¥26,99,48,161/-

8. (a) CSRamount spent or unspent for the financial year:

Amount Unspent (in<)

Total Amount Spent for the Total Amount transferred to Unspent CSR  Amount transferred to any fund specified under Schedule VIl as per
Financial Year (in%) Account as per Section 135(6) second proviso to Section 135(5)

Amount Date of transfer Name of the Fund Amount Date of transfer
% 28,05,50,441/- * % 17,29,60,000/- April 23,2021 NA NA NA

* This amount includes both: (i) the amount committed and transferred for ongoing projects (i.e. ¥ 17,29,60,000/- as set out in the table above);
and (i) amounts spent for other projects (3 10,75,90,441/-).
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(b) Details of CSR amount spent against ongoing projects for the financial year:

(1) (@ (3) (4) (5) (6) (7) (8) (9) (10) (11)

. Amount Mode of Implementation
Location of the i
Item from . transferred to —=Through Implementing
. Local project Amount Amount spent
thelist of . . Unspent CSR Mode of Agency
SI. Nameofthe R ared e Project allocatedfor inthecurrent . | R
No. Project activitiesin (Yes/ duration theproject financial Year A forthe o anon
. ) Schedule VIl prel 7 in? projectasper -Direct(Yes/No) CSR
tothe Act No) State  District (in3) in3) ¢ tion 135(6) Name Registration
(in3) number
1. Indian Cancer  Promoting Yes Maharashtra Mumbai UptoJune 715 00,00,000/- Nil % 15,00,00,000/- No Indian CSR00000792
Cure Fund preventive 30,2022 Cancer
Project health care Society
(ICCFP)
2.  Parivaar Seva Promoting No Madhya  Sheopur Upto %2,59,20,000/- %1,29,60,000/- ¥1,29,60,000/- No Parivaar CSR00000052
Kutir education Pradesh March 31, Education
2022 Society
3. TheBombay Promoting Yes Maharashtra Mumbai Upto %1,00,00,000/- Nil % 1,00,00,000/- No The Bombay CSR00006969
Scottish education March 31, Scottish
Orphanage 2022 Orphanage
Society Society
TOTAL ¥18,59,20,000/- <1,29,60,000/- ¥17,29,60,000/- -

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

(1) (2) (3) (4) (5) (6) (7) (8)

Item from the Local Location of the project Mode of Mode ofimplementation -
Sl. Nameofthe list of activities area prel Amount spent implementati Through implementing agency
T . for the project N
No. Project inscheduleVilto (Yes/ Distri (in3) on-Direct N CSR
the Act No) State istrict (Yes/No) ame registration number
1. Indian Cancer Cure Promoting Yes Maharashtra Mumbai %1,96,30,441/- No Indian Cancer CSR00000792
Fund Project preventive Society
health care
2. Prime Minister's Citizen Disaster Relief No NA NA 37,50,00,000/- No PM-CARES NA
Assistance and Reliefin  (COVID-19 Fund
Emergency Situations ~ pandemic)
Fund (PM-CARES Fund)
TOTAL 39,46,30,441/~

(d) Amount spentin Administrative Overheads — Nil
(e) Amount spent on Impact Assessment, if applicable — Nil
(f) Total amount spent for the Financial Year (8b+8c+8d+8e) -3 28,05,50,441/-

(This amount includes both: (i) the amount committed and transferred for ongoing projects (i.e. ¥ 17,29,60,000 as
set outin 8(a) above); and (ii) amounts spent for other projects (3 10,75,90,441/-).

(g) Excess amount for set-off, if any

Sr.

No. Particular Amount(in%)

(i) Two percent of average net profit of the Company as per Section 135(5) %26,99,48,161/-

(i)  Totalamount spent for the Financial Year 328,05,50,441/-

(iii)  Excessamount spent for the financial year [(ii)-(i)] $1,06,02,280/-*

(iv)  Surplus arising out of the CSR projects or programmes or activities of the previous financial years, if Nil
any

(v)  Amount available for set-off in succeeding financial years [(iii)-(iv)] 7 1,06,02,280/-

*This amount has been allocated for ongoing projects as mentioned in point 8(b) and has been transferred to the Unspent CSR Account as
per Section 135(6). This amount will be disbursed to the Implementing Agency (CSR Partners) upon receipt of the disbursement requests
basis the project reports furnished by the CSR partners.
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(a) Details of Unspent CSR amount for the preceding three financial years:

Amount transferred to any fund specified under Amount
Amount transferred Amount spentin Schedule Vil as per Section 135(6), if any remaining to
Sl. Preceding Financial Year toUnspent CSR the be spentin
No. Account under reporting Financial succeeding
Section 135 (6) (in3) Year (in%) NameoftheFund Amount(in%) Date of transfer  financial years
(in3)

1. FY 2017-18
2. FY 2018-19
3. FY 2019-20
TOTAL

Not Applicable

(b) Details of CSR amount spent in the financial year for ongoing projects of the preceding financial year(s):

(1) (2) (3) (4) (5) (6) (7) (8) (9)
. . . Total amount Amount s‘fe"‘ Cumulative Status of the
Financial Yearin . onthe project amount spent .
Sl . Name of the . . Project allocatedforthe . . project -
ProjectID . which the project . . inthereporting at the end of
No. Project duration project . . . - . Completed
was commenced (in3) Financial Year reportingFinancial /Ongoin
(in%) Year (in3) going
1.
2. ’
3 Not Applicable
TOTAL
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 thereason(s), if the Company has failed to spend two per cent of the average net profit as per Section 135(5):
Not Applicable
Sd/- Sd/-
Deepak Parekh Navneet Munot
DIN: 00009078 DIN: 05247228
Chairman of Corporate Social Responsibility Committee Managing Director & Chief Executive Officer
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Annexure IV

Disclosures on Managerial Remuneration

Details of remuneration as required under Rule 5(1) of the Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014, is provided below:

Ratio of remuneration of each director to the median employees’ remuneration for FY 2020-21

Ratio of remuneration to the median

Name Designation employees’ remuneration
Mr. Milind Barve ! Managing Director 82.9:1
Mr. Navneet Munot ? Managing Director & Chief Executive Officer 41:1
Mr. Deepak S. Parekh Non-Executive - Non Independent Director 5.8:1
Mr. James Aird Non-Executive - Non Independent Director -
Mr. Keki Mistry Non-Executive - Non Independent Director 4.8:1
Mr. Norman Keith Skeoch 3 Non-Executive - Non Independent Director -
Ms. Renu Karnad Non-Executive - Non Independent Director 4.5:1
Mr. Rushad Abadan * Non-Executive - Non Independent Director -
Mr. Dhruv Kaji Non-Executive - Independent Director 6:1
Mr. Jairaj Purandare Non-Executive - Independent Director 6:1
Mr. Sanjay Bhandarkar Non-Executive - Independent Director 5.4:1
Mr. Parag Shah Non-Executive - Independent Director 4.9:1
Ms. Roshni Nadar Malhotra Non-Executive - Independent Director 3.5:1
Mr. Shashi Kant Sharma Non-Executive - Independent Director 4.9:1
! Ceased to be Managing Director of the Company w.e.f. the close of business hours of February 15, 2021.

2 Appointed as the Managing Director & Chief Executive Officer of the Company w.e.f. February 16, 2021.

3 Resigned as the Director of the Company w.e.f. the close of business hours of January 20, 2021.

4 Appointed as an Additional Director of the Company w.e.f. January 21, 2021.

Notes:

a. The Company has considered fixed pay and performance bonus / commission for the computation of ratios. Fixed pay includes —salary, allowances,

as well as value of perquisites excluding retrial benefits.
b. One time payments made to the employees of the Company including the Managing Director & Chief Executive Officer are not included for the

computation of abovementioned ratios.

Percentage increase in the remuneration of each director and key managerial personnelin FY 2020-21

Key Managerial Personnel

Name

Designation

Increase in Remuneration (%)

Mr. Milind Barve!

Mr. Navneet Munot?
Mr. Piyush Surana
Ms. Sylvia Furtado

Managing Director

Managing Director & Chief Executive Officer
Chief Financial Officer

Company Secretary

(0.18%)
NA
2.27%
13.3%

!Ceased to be Managing Director of the Company w.e.f. the close of business hours of February 15, 2021.

2Appointed as the Managing Director & Chief Executive Officer of the Company w.e.f. February 16, 2021.
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Non-Executive Directors

There was no change in the sitting fees paid to the non-executive directors for attending meetings of board/committees.
The Commission payable to each Non-Executive Director for FY 2020-21 is X 20 lacs, which is same as last year and this
Commission will be paid after the financial statements are approved by the Shareholders at the Annual General Meeting
scheduled to be held on July 16, 2021.

Further details on remuneration for all the directors are provided in Corporate Governance Report which is a part of this
Annual Report.
Percentage increase in the median remuneration of employees in FY 2020-21.

The percentage increase in the median remuneration of employees in FY 2020-21 was -0.46 %.

Number of permanent employees on the rolls of the Company.
The Company had 1254 permanent employees as of March 31, 2021.
Average percentile increase already made in salaries of employees other than managerial personnel in last financial

year and its comparison with the percentile increase in managerial remuneration and justification thereof and point
out if there are any exceptional circumstances for increase in the managerial remuneration.

The average increase in the salaries of all employees for FY 2020-21 was 3.66 %. The average increase in remuneration of
managerial personnel was 2.14 % and non-managerial personnel was 3.75 %.

The criteriaforremuneration evaluation for allnon-managerial personnelis based onan appraisal process which is conducted
on semi-annual basis and the remuneration of the managerial personnel is based as per the Nomination & Remuneration
Policy. Theincreaseinremunerationis also dependent onthe overall performance of the Company and not only onindividual's
performance. The Company reiterates that there were no exceptional circumstances which warranted an increase in
managerial remuneration which was not justified by the overall performance of the Company.

Affirmation that the remuneration is as per the remuneration policy of the Company.

Yes
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PREAMBLE

HDFC Asset Management Company Limited ("HDFC AMC") is the investment manager to the schemes of HDFC Mutual Fund
("HDFC MF"). HDFC AMC has firmly put in place a stakeholder centric Business Responsibility Framework, aligned to the
principles of Business Responsibility as prescribed under the National Voluntary Guidelines on Social, Environmental and
Economic Responsibilities of Business (NVGs) released by the Ministry of Corporate Affairs, Government of India, to thrust
uponits Business Responsibility agenda. The disclosures made under this report provide transparent and relevant information
to all the stakeholders on the efforts and performance against the nine principles of Business Responsibility.

This Business Responsibility Report (BRR), covers HDFC AMC's domestic operations and is aligned with National Voluntary
Guidelines on Social, Environmental and Economic Responsibilities of Business (NVGs) released by Ministry of Corporate
Affairs, and is in accordance with SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. HDFC AMC also
complies with SEBI (Mutual Funds) Regulations, 1996.

A. GENERAL INFORMATION
1. Corporate ldentity Number (CIN) of the Company
L65991MH1999PLC123027
2. Nameofthe Company
HDFC Asset Management Company Limited

3. Registered Address
“HDFC House", 2" Floor, H.T. Parekh Marg, 165-166, Backbay Reclamation, Churchgate, Mumbai - 400 020
4. Website
www.hdfcfund.com
5. E-mail ID
shareholders.relations@hdfcfund.com
6. Financial Year Reported
FY 2020-21
7.  Sector(s) that the Company is engaged in (industrial activity code-wise)
66301
8. Listthreekey products/ services that the Company manufactures/ provides (as in balance sheet)

Mutual Funds, Portfolio Management Services, including Advisory Services
9. Total number of locations where business activity is undertaken by the Company
i. Number of International Locations (Provide details of major 5)
1 - Representative office in Dubai
ii. Number of National Locations
226 Investor Service Centres (ISCs)
10. Markets served by the Company - Local/ State/ National/ International
Pan India and various international markets

B. FINANCIAL DETAILS
1.  Paid up Capital (INR)
7106.48 Crore
2.  Total Turnover (INR)
32,201.7 Crore
3.  Total Profit after Taxes (INR)
31,325.76 Crore
4. Total Spending on Corporate Social Responsibility (CSR) as percentage of profit after tax (%)

Total spending on CSR is 2% of average net profit of the company for last three financial years. For further details on CSR expenditure,
please refer note no. 33 to Financial Statement for FY 2020-21, which forms part of this Annual Report.

5. List of activities in which expenditure in 4 above has been incurred

The Company undertakes its CSR activities through a variety of effective programmes. The major thrust of the CSR activities of the
Company is in the areas of promoting preventive health care. The Company also undertakes CSR activities in the areas of promoting
education. The details of CSR activities are also available in the annexure — Annual Report on CSR activities which forms part of the
Directors’ report for FY 20-21.
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C. OTHERDETAILS

1. Doesthe Company have any Subsidiary Company/Companies?
No

2. Do the Subsidiary Company/ Companies participate in the BR Initiatives of the parent Company? If yes, then indicate the number of
such subsidiary companies.
Not Applicable

3. Do any other entity/ entities (e.g. suppliers, distributors etc.) that the Company does business with, participate in the BR initiatives of
the Company? If yes, then indicate the percentage of such entity/ entities? [Less than 30%, 30-60%, More than 60%].
The Company has not mandated any vendors, suppliers, business partners etc. to participate in the BR initiatives of the Company.
However, they are encouraged to adopt BR Initiatives and follow the model expected from responsible business entities.

D. BRINFORMATION

The NVGs on social, environmental and economic responsibilities of business prescribed by the Ministry of Corporate Affairs
advocates nine principles referred as P1-P9 as given below:

P1
P2
P3
P4

P5
P6
P7
P8
P9

Businesses should conduct and govern themselves with ethics, transparency and accountability.
Businesses should provide goods and services that are safe and contribute to sustainability throughout their life cycle.
Businesses should promote the well-being of all employees.

Businesses should respect the interests of and be responsive towards all stakeholders, especially those who are disadvantaged, vulnerable
and marginalised.

Businesses should respect and promote human rights.

Businesses should respect, protect and make efforts to restore the environment.

Businesses, when engaged in influencing public and regulatory policy, should do so in a responsible manner.
Businesses should support inclusive growth and equitable development.

Businesses should engage with and provide value to their customers and consumers in a responsible manner.

Details on each of the principles are provided in Section E.

1.

70

Details of Director/ Directors responsible for BR
Details of the Director/ Director responsible for implementation of the BR policy/ policies and BR head

DIN Number: 05247228

Name: Navneet Munot

Designation: Managing Director (MD) & Chief Executive Officer (CEO)
Contact: +9122 66316333 (Board line)

E-mail: shareholders.relations@hdfcfund.com

Principle-wise (As per NVG) BR Policy (Y/N)
Details of Compliance

Sr.No. Questions Principles
1. Do you have a policy/ policies for each principle stated in The essence of each of the principles of the NVGs is broadly
the NVGs? encapsulated in the policy framework of the Company which

has been devised to ensure adherence to all applicable laws and
regulations while considering industry best practices.

2. Has the policy been formulated in consultation with the The policies are framed taking into consideration the interest of
relevant stakeholders? the stakeholders. Our policies adhere to the guidelines/rules issued
by SEBI and Ministry of Corporate Affairs and self-governing body,
AMFI. Any additional policies, as and when framed, would be post
subject to stakeholder consultations as applicable.

3. Has the policy been approved by the Board? If yes, has it As mentioned above, the policies mandated under the applicable
been signed by MD/ owner/ CEO/ appropriate Board of laws are duly approved by the Board, whereas the internal policies
Director? framed for the employees have necessary approvals.
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4. Does the Company have a specified committee of the
Board/ Director/Official to oversee the implementation of
the policy?

5. Has the policy been formally communicated to all relevant

internal and external stakeholders?

6. Does the Company have an in-house structure to
implement the policy/policies?

7. Does the Company have a grievance redressal mechanism
related to the policy/policies to address stakeholders’
grievances related to the policy/policies?

8. Has the Company carried out independent audit/evaluation
of the working of this policy by an internal or external
agency?

9. Does the policy conform to any national/international

standards? If yes, specify?

The Board and its various committees oversee the implementation
of the policies of the Company.

Yes, it is done from time to time.

Yes, the administrative structure of the Company ensures
implementation of the above-mentioned policy framework.

Yes, as required by the policy framework.

Independent audits regarding various aspects of the policy
frameworkare carried outregularly. However, a specificindependent
audit specifically on the NVG principles has not yet been done.

The essence of each principle of NVGs is captured in the internal
policies of the Company as well as in other policies of the Company,

which are mandated under the existing applicable laws and
regulations and after considering the best practices adopted by the
industry.

10. Indicate the link for the policy to be viewed online All publicly disclosed policies are placed on the Company'’s website

- https:/www.hdfcfund.com

Governance related to BR

a) Indicate the frequency with which the Board of Directors, Committee of the Board or CEO to assess the BR performance of the
Company. Within 3 months, 3-6 months, Annually, More than 1 year.
Annual

b) Does the Company publish a BR or a Sustainability Report? What is the hyperlink for viewing this report? How frequently it is
published?
The Company has published the BR Report in its Annual Report for FY 2019-20 and is available on the website of the Company viz.
www.hdfcfund.com. The BR Report for FY 2020-21 forms part of the Annual Report and is also available on the website of the
Company. The Company will publish this Report on an annual basis.

E. Principle-wise Performance

Principle 1: Businesses should conduct and govern themselves with Ethics, Transparency and Accountability.

1. Does the policy relating to ethics, bribery and corruption cover only the Company? Yes/No. Does it extend to the Group/ Joint Ventures/
Suppliers/ Contractors/ NGOs/ Others?
Internally, the Company has a Code of Conduct applicable to all employees and directors. Externally, all mutual fund participants such as
distributors comply with policies set by the regulator and AMFI. The Company as well as the HDFC Group is committed to be professional
and in compliance of all regulations in all dealings of the Company. The Company has prescribed guidelines and processes for the prevention
of bribery, corruption and fraud. HDFC AMC's zero tolerance in the matters relating to unethical practices has helped it not only gain the
tremendous confidence and trust of its stakeholders but also market leadership. The Company has strict protocols in place against sexual
harassment in the workplace and strives to ensure a healthy and safe environment for all employees.

2. How many stakeholder complaints have been received in the past financial/year and what percentage was satisfactorily resolved by the
management? If so, provide details thereof, in about 50 words or so.

During the year, the Company has received 7 complaints from shareholders and all the complaints were resolved during the year. There was no
complaint pending as on March 31, 2021.

Principle 2: Businesses should provide goods and services that are safe and contribute to sustainability throughout their life cycle.

1. Listup to 3 of your products or services whose design has incorporated social or environmental concerns, risks and/or opportunities.

HDFC Debt Fund for Cancer Cure: The HDFC Debt Fund for Cancer Cure was the first mutual fund offering in India dedicated to philanthropy
well before CSR became mandatory under the Companies Act, 2013. We have conducted this initiative 3 times, each for a period of 3 years.
The most recent edition of this initiative completed it's tenure last year and a new edition is being considered currently. Through this product
we have made an attempt to create a new asset class in the world of investment products dedicated to philanthropy.
We have also focused on our digital platforms and significantly increased the share of our electronic transactions vis-a-vis physical paper-based
transactions. We optimise client and distributor communication in favour of electronic means as much as possible, such as holding periodic
con-calls / VCs with distributors, eliminating events requiring travel, generating online statements, provide online dashboards, launching
messaging services, etc.
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For each such product, provide the following details in respect of resource use (energy, water, raw material etc.) per unit of product
(optional):

Our products are service oriented and therefore have only the required electricity, water, paper, stationary, etc., usage within our premises and
by all stakeholders/customers. Over the last 5 years we have invested heavily on our digital platforms and have managed to increase our share
in electronic transactions meaningfully. We now process more than 80% of our transactions electronically.

Does the Company have procedures in place for sustainable sourcing (including transportation)? If yes, what percentage of your inputs
was sourced sustainably? Also, provide details thereof, in about 50 words or so.

Not Applicable

Has the Company taken any steps to procure goods and services from local & small producers, including communities surrounding their
place of work?

Local and small producer sourcing for administrative goods and services are availed where the same is not critical to business operations.
Does the Company have a mechanism to recycle products and waste? If yes, what is the percentage of recycling of products and waste
(separately as <5%, 5-10%, >10%)? Also, provide details thereof, in about 50 words or so.

Yes, our offices are set up to recycle all paper, plastic and stationary refuse. We rent equipment where possible and optimise utilisation of all
resources. Although we do not track the percentage of these measures, we ensure the same for as much as possible, and also communicate
and train employees on the process.

Principle 3: Businesses should promote the well-being of all employees.

1. Pleaseindicate the total number of employees:
The total number of employees in the Company were 1,254 onrolls as on March 31, 2021.
2. Pleaseindicate the total number of employees hired on temporary/ contractual/ casual basis:
There are approximately 1,090 employees.
3. Pleaseindicate the number of permanent women employees:
There are 379 women employees.
4. Pleaseindicate the number of permanent employees with disabilities:
The Company believes in providing equal opportunities to all and does not differentiate candidates on the basis of disabilities. However, on the
Company's records, we have no employees with disability.
5. Do you have an employee association that is recognised by management?
No
6. What percentage of your permanent employees are a member of this recognised employee association?
Not Applicable.
7. Pleaseindicate the number of complaints relating to child labour, forced labour, involuntary labour, sexual harassment in the last financial
year and pending, at the end of the financial year.
. No. of complain
Sr.No. Category filed during"tl:;;fnc:nn:i‘:la;zzt pen:in‘; ::oqpe:d :;sf
the financial year
1. Child labour/ forced labour/ involuntary labour: NIL NIL
2. Sexual harassment: NIL NIL
3. Discriminatory employment: NIL NIL
8. What percentage of your under mentioned employees were given safety & skill up-gradation training in the last year?

Permanent Employees —78%

Permanent Women Employees —76%
Casual/Temporary/Contractual Employees — 4%
Employees with Disabilities — 0%

Principle 4: Businesses should respect the interests of, and be responsive towards all stakeholders, especially those who are
disadvantaged, vulnerable and marginalised.

1.

72

Has the Company mapped its internal and external stakeholders? Yes/No

Yes. Internal and external key stakeholders are identified, which include Shareholders/Investors, Customers, Employees, Distributors and
Regulatory Bodies. Regular and planned engagements are conducted with all the identified stakeholder groups.

Out of the above, has the Company identified the disadvantaged, vulnerable and marginalised stakeholders?
Yes
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Are there any special initiatives taken by the Company to engage with the disadvantaged, vulnerable and marginalised stakeholders? If
so, provide details thereof, in about 50 words or so.

The major thrust of the CSR activities of the Company is in the area of promoting preventive health care through its contribution towards
Indian Cancer Cure Fund Project. This project aims to provide financial aid for treatment to underprivileged and low income patients diagnosed
with any curable/ early detected cancers through the empanelled hospitals. Given the current COVID-19 situation, your Company had also
contributed to the Prime Minister’s Citizen Assistance and Relief in Emergency Situations Fund (PM Cares Fund) to provide relief to those
affected by any kind of emergency or distress situation such as that posed by COVID-19 pandemic. The Company has also undertaken other
CSR activities under promotion of education.

Principle 5: Businesses should respect and promote human rights.

1.

Does the policy of the Company on humanrights cover only the Company or extend to the Group/ Joint Ventures/ Suppliers/ Contractors/
NGOs/ Others?

Yes, for the relevant areas

How many stakeholder complaints have been received in the past financial year and what percent were satisfactorily resolved by the
management?

Please refer our response to Principle No.1.

Principle 6: Businesses should respect, protect and make efforts to restore the environment.

1.

Does the policy related to Principle 6 cover only the Company or extends to the Group/ Joint Ventures/ Suppliers/ Contractors/ NGOs/
Others?

HDFC AMC places a great emphasis on business best practices, transparency and accountability. We understand our responsibility to operate
in an environmentally sustainable and conscientious way by developing, promoting and implementing eco-friendly and resource efficient
driven services. We have taken proactive steps to reduce the direct environmental impact of our operations and we endeavour to keep our
environmental footprint as small as possible.

Does the Company have strategies/ initiatives to address global environmental issues such as climate change, global warming etc.?

Our shift to Green methods of conducting business, such as shift towards electronic transactions, eliminating paper reports and forms
where possible, recycling and reducing waste in all premises, etc. form part of our contribution towards this cause. We have also deployed
recycling stations and machines across our offices for paper, plastic, etc. This includes recycling of any plastic bottles, apart from replacing
them completely with glass and metal bottles. Our efforts on recycling and usage go beyond the directives of local regulations. We also run
employee awareness and communications drivesin an effort to minimise and optimise usage of office equipment, stationery and consumables,
energy, etc.

Does the Company identify and assess potential environmental risks? Y/N

Low relevance given the nature of the Company’s business.

Does the Company have any project related to Clean Development Mechanism? If so, provide details thereof, in about 50 words or so.
Also, if yes, whether any environmental compliance report is filed?

No

Has the Company undertaken any other initiatives on - clean technology, energy efficiency, renewable energy, etc? Y/N. If yes, please
give hyperlink for web page etc.

Our offices are well optimised for conservation of energy. This includes installation of low consumption energy efficient fittings, including
automatic lighting, water taps, air dryers, etc. All equipment used are ensured for energy efficiency and minimal wastage.

Are the Emissions/ Waste generated by the Company within the permissible limits given by CPCB/ SPCB for the financial year being
reported?

Not applicable

Number of show cause/ legal notices received from CPCB/ SPCB which is pending (i.e. not resolved to satisfaction) at the end of the
financial year.

Not received any notice from CPCB / SPCB.

Principle 7: Businesses, when engaged in influencing public and regulatory policy, should do so in aresponsible manner.

1.

Is your Company a member of any trade and chamber or association? If Yes, name only those major ones that your business deals with:
Yes, Asset Management Companies including HDFC AMC are part of a self-governing body called Association of Mutual Funds in India (AMFI).
Itis also a member of the Indian Association of Alternative Investments Funds (IAAIF).

Have you advocated/lobbied through above associations for the advancement or improvement of public good? Yes/No; if yes specify
the broad areas (e.g. Governance and Administration, Economic Reforms, Inclusive Development Policies, Energy security, Water,
Food Security, Sustainable Business Principles, Others)

Yes. The Company actively engages in investor education programmes for mutual funds in line with AMFI guidelines. Also, the Company has
advocated through AMFI, various governance, administration, economic and educational reforms.
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Principle 8: Businesses should support inclusive growth and equitable development
1.

Does the Company have specified programmes/ initiatives/ projects in pursuit of the policy related to Principle 8? If yes details thereof.
We believe that our growth is dependent on the development of our distribution partners, creating investment culture among the investors.
In view of this we have put significant efforts towards growth and development of our distribution partners, as well as the public (customer as
well as non-customers), through various training programmes and awareness material. Our fair treatment of all stakeholders, including our fair
treatment of customers in services offered, expense ratio charged, etc. ensure equitable participation in growth.

Are the programmes/ projects undertaken through in-house team/ own foundation/ external NGO/ government structures/ any other
organisation?

The Company carries its CSR activities through various implementing agencies registered in India, having a valid CSR Registration Number
granted by the Ministry of Corporate Affairs (MCA) and having track record of atleast 3 years in undertaking similar activities.

Have you done any impact assessment of your initiative?

Our CSR partner, Indian Cancer Society (ICS), had started the Indian Cancer Cure Fund Project with the principal objective of providing financial
aid for treatment of needy cancer patients. The project provides financial aid up to X 5 Lakh per patient to a needy cancer patient and emerge a
victor against the deadly disease. This project has transformed the lives of over 10,222 needy cancer patients from across 34 states and union
territories of the country, many of whom completed their treatment and returned to productive life once again. This project isimplemented at
a pan India level and 45% of the beneficiaries are between 16-45 years of age. Impact assessment for the other projects will be conducted in
the upcoming financial years, as applicable under the Companies Act, 2013 and rules thereto.

What is your Company'’s direct contribution to community development projects? Amount in INR and the details of the projects
undertaken.

During the Financial Year 2020-21, the Company has contributed ¥ 15 Crore to ICS as part of its CSR activities, apart from this the Company
has also contributed anamount< 7.5 Crore to PM Cares Fund, ¥ 2.592 Crore to Parivaar Education Society and% 1 Crore to the Bombay Scottish
Orphanage Society. The details of CSR activities are also available in annexure of Annual Report on CSR activities which forms part of the
Directors’ Report for FY 2020-21.

Have you taken steps to ensure that this community development initiative is successfully adopted by the community? Please explain in
50 words, or so.

The Company has undertaken its CSR activities in the area of promoting preventive health care and promoting education in FY 2020-21.
The Company monitors on a periodic basis the project and progress reports of the projects undertaken by the implementing agencies and
also holds meetings with the implementing agencies whenever feasible, to obtain an update on the projects and understand the impact of
the same to the beneficiaries. These programmes have been successfully implemented in line with its objectives. The Company may engage
external agencies in the coming financial years to undertake impact assessment of the CSR projects and monitor its progress as applicable
under the Companies Act, 2013 and rules thereto.

Principle 9: Businesses should engage with and provide value to their customers and consumers in aresponsible manner.
1.

What percentage of customer complaints/ consumer cases are pending at the end of the financial year?

Year Complaints Transactions Live Accounts % to transactions % to Live Accounts
FY 20-21 3,159 4,93,29,077 89,62,892 0.00004% 0.0002%

20 complaints pending.

Does the Company display product information on the product label, over and above what is mandated as per local laws? Yes/ No/ N.A./
Remarks?

Yes, the Company complies with disclosure requirements relating to its products and services, especially as per AMFI guidelines on product
labelling within risk and disclosure categories.

Is there any case filed by any stakeholder against the Company regarding unfair trade practices, irresponsible advertising and/or
anti-competitive behaviour during the last five years and pending at the end of the financial year? If so, provide details thereof, in about
50 words.

No
Did your Company carry out any consumer survey/ consumer satisfaction trends?
Yes, we do conduct consumer survey/ satisfaction trends.
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Corporate Governance Report

Philosophy on the Code of Governance

Your Company has always believed in upholding the highest
standards of corporate governance as a fundamental for
ensuring thelong-term success of the business. Responsible
business conduct is ingrained in your Company's values and
principles, whicharereinforcedatalllevels of the organisation.

In the past few years, corporate governance philosophy
globally is undergoing a tectonic shift — from maximising
shareholder value to accounting for the interest of all
stakeholders in business decision-making — to strengthen
long-term resilience and relevance. Although profitability
remains the bedrock of sustainability, the need to address
systemic challenges has never been felt so strong to create
sustainedvalue. Sinceinception, your Company—guidedbyits
Board and Management —has focused on aligning its actions
with the best practices on governance and sustainability
in India.

Our Board is active, well-informed and independent, with
clearly defined stewardship roles. It ensures that itis aligned
with the best governance and sustainability practices. The
Board also plays a pivotal role in guiding the evolution of
culture and values in line with the changing times and the

external environment. Your Company's Board has the right
balance and breadth of backgrounds, business experience,
skills and expertise in areas vital to its success, given the
markets served and the stage of development.

Board of Directors

The Board comprises twelve members, of which eleven are
Non-Executive Directors including the Chairman; the only
Executive Director onthe Boardis the Managing Director (MD)
& Chief Executive Officer (CEO). Of the eleven Non-Executive
Directors, six are Independent Directors. The composition
of the Boardis in conformity with the Listing Regulations and
Companies Act, 2013. None of the Directors of your Company
are related to each other or are debarred from holding the
office of director by SEBI or any other authority. They have
also confirmed that they satisfy the fit and proper criteria as
prescribed under the applicable regulations.

For abrief profile of the Board members, refer to Page nos. 22
to 25 of this Annual Report.
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Directorship and membership on the board/board committees of other public companies

As on March 31, 2021

Number of Number of Listed Entities

H % %
Directorships* Committees
Member Chairman Name of the Company

Name of Director Category

Nature of Directorship

Mr. Deepak Parekh

Mr. Keki Mistry

Ms. Renu Karnad

Mr. Rushad Abadan*

Mr. James Aird

Mr. Dhruv Kaji

Mr. Jairaj Purandare

Mr. Sanjay Bhandarkar

Mr. Parag Shah

Ms. Roshni Nadar
Malhotra

Mr. Shashi Kant Sharma

Mr. Navneet Munot##

Non-Executive
Non-Independent
Director

Non-Executive
Non-Independent
Director

Non-Executive
Non-Independent
Director

Non-Executive
Non-Independent
Director
Non-Executive
Non-Independent
Director
Non-Executive
Independent Director

Non-Executive
Independent Director

Non-Executive
Independent Director

Non-Executive
Independent Director
Non-Executive
Independent Director

Non-Executive
Independent Director

Executive Director

Siemens Limited
HDFC Life Insurance
Company Limited
Housing Development
Finance Corporation
Limited (HDFC Ltd.)
Tata Consultancy
Services Limited
Torrent Power Limited
HDFC Life Insurance
Company Limited
HDFC Ltd.

ABB India Limited
HDFC Life Insurance
Company Limited
HDFC Ltd.

HDFC Bank Limited
GlaxoSmithKline

Pharmaceuticals Limited

Unitech Limited

Network18 Media &
Investments Limited
Ceinsys Tech Limited

TV18 Broadcast Limited
S H Kelkar and Company

Limited

S Chand and Company
Limited

The Tata Power
Company Limited
Mahindra Logistics
Limited

HCL Technologies
Limited

Independent Director (Chairman)
Non-Executive Director
(Chairman)

Non-Executive Director —
(Chairman)

Independent Director

Independent Director
Non-Executive Director

Non-Executive Director
(Vice-Chairman & CEO)

Independent Director
Non-Executive Director

Managing Director
Nominee Director
Non-Executive Director

(Chairperson)
Nominee Director

Independent Director

Independent Director
Independent Director
Independent Director

Independent Director

Independent Director
Non-Executive Director

Non-Executive Director

Notes:

- Mr. Milind Barve (Executive Director) ceased to be Managing Director of the Company w.e.f. the close of business hours of February 15, 2021.

- Mr.N.K. Skeoch ceased to be a Non-Executive Director of the Company w.e.f. the close of business hours of January 20, 2021.

#  Appointed as an Additional Director of the Company w.e.f. January 21, 2021.

##  Appointed as Managing Director & CEO of the Company w.e.f. February 16, 2021.

*  Excludes directorship in Private Limited Companies, Foreign Companies and Section 8 Companies. Also excludes directorship in the Company.

** Membership and Chairmanshipin Audit Committee and Stakeholders Relationship Committeeinall publiclimited companies have been considered.
Also, excludes chairmanship and membership in the Company.
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Skills/ Expertise/ Competence of the Board of Directors

The Boardidentified, interalia, the following core skills/ expertise/ competencies to ensure the Board's effective composition
to discharge its responsibilities and duties required to govern your Company and also be compliant with the applicable

regulations.

Name of the Director

Qualification

Field of specialisation

Mr. Deepak Parekh, Chairman

Mr. Keki Mistry

Ms. Renu Sud Karnad

Mr. James Aird

Mr. Rushad Abadan

Mr. Dhruv Kaji

Mr. Jairaj Purandare

Mr. Sanjay Bhandarkar

Mr. Parag Shah

Ms. Roshni Nadar Malhotra

Fellow of the Institute of Chartered Accountants
(England & Wales)

Fellow of the Institute of Chartered Accountants of India

Master's degree in Economics from University of Delhi;

Graduate in law from University of Mumbai; Parvin
Fellow — Woodrow Wilson School of International
Affairs, Princeton University, US

Graduate in Economics from Edinburgh University

Bachelor's degree in Commerce from Sydenham

College, Mumbai; Graduate in law from Government Law
College, Mumbai; Solicitor — India; Solicitor —England

and Wales

B. Com. (University of Mumbai), Chartered Accountant

B.Sc. (Hons), University of Mumbai; Chartered
Accountant

B. Com., University of Pune; MBA, XLRI Jamshedpur

Bachelor's degree in Science

(Computer Engineering) from the lllinois Institute of
Technology; Graduate of the General Management
Program of the Harvard Business School

MBA from the Kellogg Graduate School of
Management, Northwestern University

- International Expertise/Strategic Planning
- Risk Management Expertise

- Financial Expertise

- Marketing Expertise

- Operational Expertise

- Industry Expertise

- Regulatory Expertise

- Mergers and Acquisitions

- Risk Management Expertise
- Financial Expertise

- Operational Expertise

- Industry Expertise

- Regulatory Expertise

- Mergers and Acquisitions

- Risk Management Expertise
- Financial Expertise

- Legal Expertise

- Industry Expertise

- International Expertise/Strategic Planning
- Risk Management Expertise

- Financial Expertise

- Marketing Expertise

- Operational Expertise

- Industry Expertise

- Legal Expertise

- Risk Management Expertise

- Financial Expertise

- Mergers and Acquisitions

- Industry (Asset Management Business)Expertise

- International Expertise/Strategic Planning
- Financial Expertise

- Operational Expertise

- Mergers and Acquisitions

- International Expertise/Strategic Planning
- Financial Expertise

- Operational Expertise

- Industry Expertise

- Regulatory Expertise

- Technology/Digital Media Expertise
- Risk Management Expertise

- Financial Expertise

- Regulatory Expertise

- International Expertise/Strategic Planning
- Technology/Digital Media Expertise

- Financial Expertise

- Industry Expertise

- Mergers and Acquisitions

- International Expertise/Strategic Planning
- Financial Expertise
- Marketing Expertise
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Name of the Director Qualification

Field of specialisation

Mr. Shashi Kant Sharma

University of York (UK); IAS (1976 batch)

Mr. Navneet Munot

M.A.in Political Science, University of Agra; M.Sc. in -
Administrative Science and Development Problems, -

Master's degree in Commerce; Chartered Accountant; -
Chartered Financial Analyst; Chartered Alternative -
Investment Analyst; Certified Financial Risk Manager -

International Expertise/Strategic Planning
Financial Expertise

- Risk Management Expertise

- Regulatory Expertise

Industry Expertise

International Expertise/Strategic Planning
Risk Management Expertise

- Financial Expertise

- Marketing Expertise

- Legal Expertise

- Operational Expertise

Responsibilities

Your Company has awell-defined framework that enables the
Board to provide strategic direction and effective oversight
of management. The Board also ensures that your Company
has appropriate corporate governance structures in place,
including standards of ethical behaviour and promoting
a culture of corporate and social responsibility. To focus
on crucial issues, various Committees are constituted
under the supervision of the Board with specific delegated
responsibilities.

The Board also ensures that the corporate governance
practices adopted by your Company empowers the
executive management adequately with appropriate checks
andbalancesin place. This ensures that the decision-making
powers vested in the executive management are only used
responsibly to meet your Company’s vision, stakeholder
aspirations and societal expectations. Codes and policies
are periodically reviewed to ensure their compliance with the
applicable regulations.

Appointment of Independent Directors

Independent Directors are appointed/re-appointed based
on the recommendation of the Nomination & Remuneration
Committee and approval of the Board. New Directors are
inducted after assessing whether their skills and expertise
would be beneficial for your Company.

For details on the terms and conditions of appointment of
Independent Directors, visit your Company’s website at
https://www.hdfcfund.com/about-us/governance/codes-

olicies.

Allthe Independent Directors have confirmed that they meet
the criteria as mentioned under Listing Regulations and
Section 149 of the Act. The maximum tenure of Independent
Directors is in accordance with the Act and other applicable
Regulations.

Based on the declarations received from the Independent
Directors, the Board is of the opinion that, all the
Independent Directors fulfill the conditions specified
in the Act, Listing Regulations and are independent of
the management.
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Meeting of Independent Directors

Independent Directors are mandated to hold at least one
meetinginafinancial year, where Non-Independent Directors
are not present. In such meeting, the Independent Directors
review the performance of Non-Independent Directors
and the Board as a whole; the Chairman of the Company
taking into account the views of Executive/Non-Executive
Directors; and assess the quality, quantity and timely flow
of information between your Company's management and
the Board that is necessary for the Board to effectively and
reasonably perform their duties.

During FY 20-21, the Independent Directors met once on
March 5, 2021.

Familiarisation Programme

The Directors are updated periodically about the Mutual
Fund industry, performance of the Company, regulatory
developments, the overview and outlook of the Indian
economy, markets, trends, risk management mechanism,
among others. An orientation programme is conducted for
the newly inducted Independent Directors to bring them up
to speed with the existing governance practices, mutual fund
business, regulatory developments, compliance processes
and financial matters.

An overview of the familiarisation programme during the
year is available on your Company's website at https://www.
hdfcfund.com/about-us/governance/codes-policies

Board meetings

The meetings of the Board of Directors are normally held
at your Company's Registered Office in Mumbai. Video
conferencing facilities are made available to conduct such
meetings in case physical presenceis not possible. In view of
the ongoing COVID-19 pandemic, most meetings of the Board
and its Committees were held through video conferencing.

The Chairman ensures that the meetingis conductedin such
way that the business for which it was convened is properly
attended to, and that all those entitled to may express their
views and that the decisions taken by the meeting adequately
reflect the views of the meeting as a whole. He summarises
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the discussions to ensure that members are in agreement
with the Board's view on the issues discussed.

At the Board/Committee meetings, the Managing Director
and senior management, who are invited to those meetings,
make presentations onvarious mattersincluding the financial

results, operations related issues, risk management, the
economic and regulatory changes.

During the financial year, Seven (7) Board meetings were
held i.e. on May 09, 2020; June 11, 2020; July 23, 2020;
October 22,2020; November 16, 2020; January 20,2021 and
February 22, 2021.

Attendance at 7 Board meetings held during FY 20-21 and at the last AGM

Name of the Director Number of Board meetings Attendance

Held during tenure Attended atthe21**AGM
Mr. Deepak Parekh 7 7 YES
Mr. Keki Mistry 7 7 YES
Ms. Renu Karnad 7 7 YES
Mr. James Aird 7 7 YES
Mr. N K Skeoch? 6 5 YES
Mr. Rushad Abadan? 1 1 NA
Mr. Dhruv Kaji 7 7 YES
Mr. Jairaj Purandare 7 7 YES
Mr. Sanjay Bhandarkar 7 7 YES
Mr. Parag Shah 7 7 YES
Ms. Roshni Malhotra 7 6 YES
Mr. Shashi Kant Sharma 7 7 YES
Mr. Milind Barve® 6 5 YES
Mr. Navneet Munot* 1 1 NA

1 Mr. N.K. Skeoch ceased to be a Non-Executive Director of the Company w.e.f. the close of business hours of January 20, 2021.

2 Appointed as an Additional (Non-Executive) Director w.e.f. January 21, 2021.

3 Ceased to be Managing Director of the Company w.e.f. the close of business hours of February 15, 2021.

* Appointed as Managing Director & CEO w.e.f. February 16, 2021.

To enable better and more focused attention on the affairs
of the Company, the Board delegates particular matters
to committees of the Board set up for the purpose. The
composition and functioning of these board committees is
in compliance with the applicable provisions of the Act and
Listing Regulations.

There have been no instances where the Board has not
accepted any recommendation of any Committee of the
Board whichis mandatorily required, during the financial year.

Audit Committee

The Audit Committee comprises six Non-Executive Directors
of which four are Independent Directors, who are well-versed
with accounting, financial matters and corporate laws. The
Chairman of the Audit Committee was also present at the last
AGM of the Company.

During the year, Six (6) Audit Committee meetings were held
i.e.onMay9, 2020; July 23,2020; August 19, 2020; October 6,
2020; October 22,2020 and January 20, 2021.

Audit Committee composition and attendance of
members at the 6 meetings heldin FY 20-21.

Number of meetings

Name of the Director

Held during tenure Attended
Mr. Dhruv Kaji (Chairman) 6 6
Mr. Jairaj Purandare 6 6
Mr. James Aird 6 5
Mr. Keki Mistry 6 6
Mr. Sanjay Bhandarkar 6 6
Mr. Shashi Kant Sharma 6 6

The Company Secretary acts as the Secretary to the Audit
Committee. The Committee invites the Managing Director,
Chief Financial Officer, Head — Client Services, Head -
Operations, Chief Compliance Officer, other executives of
the Company as it considers appropriate, representatives of
statutory auditor and representatives of internal auditor to
attend the meetings of the Committee.
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The terms of reference for the Audit Committee broadly
include:

1.

10.

80

Oversight of the Company's financial reporting process
and the disclosure of its financial information to ensure
that the financial statement is correct, sufficient and
credible.

Recommendation for appointment, remuneration and
terms of appointment of auditors of the Company.

Approval of payment to statutory auditors for any other
servicesrendered by the statutory auditors.

Reviewing, with the management, the annual financial
statements and the auditors’ report thereon, before
submission to the Board for approval, with particular
reference to:

a) matters required to be included in the Directors’
Responsibility Statement to be included in the
Board's reportin terms of clause (c) of sub-section
3 of Section 134 of the Companies Act, 2013

b) changes,ifany,inaccounting policies and practices
and reasons for the same

c) majoraccountingentriesinvolving estimates based
on the exercise of judgement by management

d) significant adjustments made in the financial
statements arising out of audit findings

e) compliance with listing and other legal
requirements relating to financial statements

f)  disclosure of any related party transactions
g) modified opinion(s) in the draft audit report.

Reviewing, withthe management, the quarterly financial
statements before submissionto the Board forapproval.

Reviewing, with the management, the statement of
uses/application of funds raised through an issue
(public issue, rights issue, preferential issue, etc.), the
statement of funds utilised for purposes other than
those statedinthe offerdocument/ prospectus/ notice
and the report submitted by the monitoring agency
monitoring the utilisation of proceeds of a public or
rightsissue, and making appropriate recommendations
to the Board to take up steps in this matter.

Reviewing and monitoring the auditor's independence
and performance, and effectiveness of audit process.

Approval orany subsequent modification of transactions
of the Company with related parties.

Scrutiny of inter-corporate loans and investments.

Valuation of undertakings or assets of the Company,
wherever it is necessary.
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11.

12.

13.

14.

15.

16.

17.

18.

19.
20.

21.

Evaluation of internal financial controls and risk
management systems.

Reviewing with management, performance of statutory
and internal auditors, and adequacy of the internal
control systems.

To formulate the scope, functioning, periodicity and
methodology for conducting the internal audit in
consultation with the Internal Auditor.

Discussion withinternalauditors any significant findings
and follow up there on.

Reviewing the findings of any internal investigations
by the internal auditors into matters where there is
suspected fraud or irregularity or a failure of internal
control systems of a material nature and reporting the
matter to the Board.

Discussion with statutory auditors before the audit
commences, about the nature and scope of audit as
well as post-audit discussion to ascertain any area of
concern.

Looking into the reasons for substantial defaults in
the payment to the depositors, debenture holders,
shareholders (in case of non-payment of declared
dividends) and creditors.

Reviewing the functioning of the Whistle-Blower
Mechanism.

Approval of appointment of Chief Financial Officer.

Reviewing the compliance with the provisions of SEBI
(Prohibition of Insider Trading) Regulations, 2015 at
least once in afinancial year and verify that the systems
for internal control are adequate and are operating
effectively.

Carrying out any other function as is mentioned in the
terms of reference of the Audit Committee.

Nomination & Remuneration Committee

During FY 20-21, nine (9) Nomination & Remuneration
Committee meetings were held on May 5, 2020; June
11, 2020; June 19, 2020; June 29, 2020; August 4, 2020;
August 20, 2020; November 16, 2020; January 20, 2021 and
February 22,2021.

Composition of Nomination & Remuneration Committee
and attendance of members in meetings.

Name of the Director

Number of meetings

Held during tenure Attended
Mr. Jairaj Purandare 9 9
(Chairman)
Mr. Dhruv Kaji 9 9
Mr. Deepak Parekh 9 9
Mr. Parag Shah 9 9
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The Company Secretary acts as the Secretary to the
Committee.

The broad terms of reference of the Nomination &
Remuneration Committee include:

1. Identify persons who are qualified to become Directors
and who may be appointed in senior management in
accordance with the criteria laid down, recommend to
the Board their appointment and removal and carry out
evaluation of every Director’s performance.

2. Formulate the criteria for determining qualifications,
positive attributes and independence of a Director
and recommend to the Board a policy, relating to
the remuneration for the Directors, key managerial
personnel and other employees.

3. Formulate criteria for evaluation of performance of
Independent Directors and the Board of Directors.

4. Devise apolicy ondiversity of Board of Directors.

5. Review and recommend compensation payable to
the Managing Director/Whole-time Directors of the
Company including any variation therein from time to
time and administer the Company's stock option plans
subject to the applicable law.

6. Whethertoextendorcontinuethetermofappointment
of the Independent Director, on the basis of the report
of performance evaluation of Independent Directors.

7. To recommend to the Board, all remuneration, in
whatever form, payable to senior management.

8. Anyothermatters/authorities/ responsibilities/ powers
assigned as per Companies Act, 2013, Rules made
thereunder and Listing Regulations, as amended from
time to time.

Remuneration of Directors
Nomination & Remuneration Policy

The Nomination & Remuneration Policy, including the criteria
for remunerating Non-Executive Directors is recommended
by the Nomination & Remuneration Committee and approved
by the Board. The objective of the policyis to lay down criteria
and terms and conditions with regard to identifying persons
who are qualified to become Directors (Executive and
Non-executive) and persons who may be appointedin Senior
Management, Key Managerial positions and to determine
their remuneration. The Nomination & Remuneration Policy
canbeaccessed onyour Company's website at https://www.
hdfcfund.com/about-us/governance/codes-policies

Non-Executive Directors

The remuneration paid to Non-Executive Directors consists
of sitting fees and commission. Further, the expenses for
participationinthe Board and other meetings are reimbursed
to the Directors other than directors nominated by Standard
Life Investments Limited including remuneration. Stock
Options may be granted to the Non-independent Directors
as approved by the Committee. No stock options are granted
toIndependent Directors.

There were no other pecuniary relationships or transactions
of Non-Executive Director vis-a-vis the Company.

Details of the remuneration and shareholding of the Directors of the Company for the financial year 2020-21 are as follows:

Name of Directors Sal?i:‘y;; Perqul:;:e;) Slttmgé:e;) Commlss(li:n; T(I.;t;; Shareholding
Mr. Deepak Parekh - - 25,00,000 20,00,000 45,00,000 1,60,000
Mr. Keki Mistry - - 17,00,000 20,00,000 37,00,000 1,68,320
Ms. Renu Karnad - - 15,00,000 20,00,000 35,00,000 1,68,320
Mr. James Aird - - - - - -
Mr. Norman Keith Skeoch? - - - - - -
Mr. Rushad Abadan? - - - - - -
Mr. Dhruv Kaji - - 27,00,000 20,00,000 47,00,000 -
Mr. Jairaj Purandare - - 27,00,000 20,00,000 47,00,000 -
Mr. Sanjay Bhandarkar - - 22,00,000 20,00,000 42,00,000 -
Mr. Parag Shah - - 17,00,000 20,00,000 37,00,000 -
Ms. Roshni Malhotra - - 7,00,000 20,00,000 27,00,000 -
Mr. Shashi Kant Sharma - - 18,00,000 20,00,000 38,00,000 -
I Mr. Milind Barve? 3,51,16,873 2,98,144 - 3,03,02,000 6,57,17,017 10,40,000
#Mr. Navneet Munot* 52,64,330 4,832 - 2,75,00,000 3,27,69,162 -

Notes:

! Ceasedto be director w.e.f. the close of business hours of January 20, 2021.

2 Appointed as an Additional (Non-Executive) Director w.e.f. January 21, 2021.

3 Ceased to be Managing Director of the Company w.e.f. the close of business hours of February 15, 2021.

4 Appointed as Managing Director & CEO w.e.f. February 16, 2021.

@The Commission for the financial year ended March 31, 2021 will be paid to Non-Executive and Independent Directors, subject to deduction of tax,

after adoption of financial statements at the ensuing AGM.

ANNUAL REPORT 2020-21 81


https://www.hdfcfund.com/about-us/governance/codes-policies
https://www.hdfcfund.com/about-us/governance/codes-policies

HDFC ASSET MANAGEMENT COMPANY LIMITED

A Salary includes contribution to Provident Fund made by the Company.
IExpenses towards gratuity have not been considered in the above
information.

*Expenses towards gratuity and leave encashment provisions are
determined actuarially on an overall basis at the end of each year and
accordingly, have notbeen considered in the above information. One time
payment of¥12.46 crores is also notincluded above.

Further, Mr.Navneet Munot was granted 8,00,000 employee stock options
under Employees Stock Option Scheme — 2020 during the FY 2020-21 at
agrant price of ¥2934.25.

No other directors were granted employee stock options during the
FY 2020-21 and no stock options were exercised by the directors during
the said financial year.

Executive Director

The break-up of the pay scale, commission and quantum
of perquisites including, employer’s contribution to PF,
gratuity, club fees, etc. is decided and approved by the Board
on the recommendation of the Nomination & Remuneration
Committee and would be within the overall remuneration
approved by the shareholders. Stock Options are granted to
the Managing Director & CEO of the Company as approved
by the Nomination & Remuneration Committee. Terms of the
service, the notice period and severance fees are as per the
terms of agreement entered into by him with the Company.

Evaluation of the Board and Directors

During the year, the Board carried out an annual evaluation
of its own performance and that of Board committees
and Directors pursuant to the provisions of the Act and
Listing Regulations. Based on the recommendation of the
Nomination & Remuneration Committee, the Board laid
down the criteria for evaluation. This exercise was carried
out through an online module consisting of questionnaires
preparedseparately forthe Board, Committees, Chairmanand
individual Directors. The evaluation process was completed
by the Company which evaluated the Board as a whole i.e.
its structure, diversity, experience, functioning, Board
members' understanding of their roles and responsibilities,
quality of decision making of the Board and its effectiveness.

Additionally, the performance evaluation of individual
Directors, including the Chairman was based on the
parameters such as meeting attendance, participation and
contribution at the meeting. The said criteria are broadly
based on the Guidance Note on Board Evaluation issued by
the Securities and Exchange Board of Indiaon January 5, 2017.

All the Directors participated in the Board evaluation and
review exercise including peer evaluations excluding the
Director being evaluated. Since Mr. Rushad Abadan and
Mr.Navneet Munot wererecentlyinducted onthe Board, they
did not participate in the evaluation exercise. The Directors
who have completed their term or resigned have also not
participatedin the evaluation questionnaire. The Chairman'’s
performance evaluation was carried out by Independent
Directors at a separate meeting.
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At separate meetings of the Nomination & Remuneration
Committee, Independent Directors meeting and Board
meeting, responses of the Board evaluation questionnaire
were reviewed, discussed and the suggestions provided
by the Directors were noted. The Management of the AMC
was advised to implement one of the recommendations on
detailed strategy planning for business of the Company.

It also expressed its satisfaction with the evaluation results
and the overall engagement and effectiveness of the Board
and its various Committees.

Stakeholders Relationship Committee

During FY 20-21, four Stakeholders Relationship Committee
meetings were held on May 9, 2020; July 23,2020; October 22,
2020 and January 20, 2021.

Composition of the Committee and attendance of the
members in meetings

Number of meetings

Name of the Director
Held during tenure Attended

Ms. Renu Sud Karnad 4 4
(Chairperson)

Mr. Deepak Parekh
Mr. Dhruv Kaji

Mr. James Aird

Mr. Jairaj Purandare

A A B DD
A A A DM D

Mr. Sanjay Bhandarkar

The Stakeholders Relationship Committee is responsible
broadly to:

1. Reviewthe activities carried out by the investor service
centres of the Company and their adherence to service
standards.

2. Review the steps taken by the Company to redress the
grievances of theinvestors and the cases, ifany, pending
before the Courts/ Forums/ Regulatory Authorities
against the Company/ Mutual Fund.

3. Consider and resolve the grievances of the security
holders of the Company including complaints related
to transfer of shares, non-receipt of annual report and
non-receipt of declared dividends.

4. Review the measures taken for effective exercise of
voting rights by shareholders.

5. Review adherence to the service standards adopted
by the Company in respect of various services being
rendered by the Registrar & Share Transfer Agent.

6. Review various measures and initiatives taken by the
Company for reducing the quantum of unclaimed
dividends and ensuring timely receipt of dividend
warrants/ annual reports/ statutory notices by the
shareholders of the Company.
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Compliance Officer

Ms. Sylvia Furtado, Company Secretary of the Companyis the
Compliance Officer for the purpose of Listing Regulations.

There were no investor complaints at the beginning of the
financial year. During the year under review, the Company
received 7 complaints from shareholders/ SEBI/ Stock
Exchanges/ MCA. There were no complaints pending as
on March 31, 2021. The Complaints were redressed to the
satisfaction of the shareholder. There were no transfer
requests received by the Company during the year.

Corporate Social Responsibility Committee
During FY 20-21, one Corporate Social Responsibility (CSR)
Committee meeting was held on March 10, 2021.

Composition of the Committee and attendance of the
Members in meetings

. Number of meetings
Name of Director

Held during tenure Attended
Mr. Deepak Parekh (Chairman) 1 1
Mr. Navneet Munot! 1 1
Mr. Milind Barve? NA NA
Mr. Parag Shah 1 1

! Appointed as amember w.e.f. February 16, 2021

2 Ceasedtobe memberofthe Committee w.e.f. the close of business hours
of February 15,2021

The CSR Committee is responsible for formulating the
Corporate Social Responsibility Policy, recommending the

General Body Meetings

amount of expenditure to be incurred on CSR activities,
and reviewing and approving projects/programmes to be
supported by your Company.

For details of CSR activities, refer to the Directors’ Report.

Risk Management Committee

The Company has constituted the Risk Management
Committee in line with the SEBI Listing Regulations, which
looks into various areas of risk management and internal
controls pertaining to Mutual Fund and the Company.

During the year, four (4) Risk Management Committee
meetings were held on May 09, 2020; July 23, 2020;
October 22, 2020 and January 20, 2021.

Composition of the Committee and attendance of the
Members in meetings

) Number of meetings
Name of the Director

Held during tenure Attended

Mr. Deepak Parekh 4 4
(Chairperson)

Mr. James Aird

Mr. Keki Mistry

Ms. Renu Sud Karnad
Mr. Sanjay Bhandarkar
Mr. Shashi Kant Sharma

A DM A DD
A D DA DD

The minutes of meetings of all the Committees of the Board

of Directors were placed before the Board.

The Company heldits last three Annual General Meetings as under:

Nature of Meeting Date Time Venue Special Resolution passed
21t Annual General July 23,2020 2.30p.m. Through Video Conferencing/ (1) Approval for issuance of equity shares under
Meeting Other Audio Visual means Employees Stock Option Scheme —2020 to the
employees and Directors of the Company
20" Annual General July 16,2019  3.00 p.m. “Birla Matushri Sabhagar”, (1) Approval for continuing the directorship of
Meeting 19, New Marine Lines, Mr. Deepak Parekh as Non-Executive Director
Mumbai-400 020 (2) Approval for Re-appointment of Mr. Hoshang
Billimoria as an Independent Director
(3) Approval and Ratification of Article Nos. 127,
149 and 156(3) of Articles of Association of
the Company
19* Annual General April 17,2018 9.00a.m. Registered Office of the Company (1) Approval for increase in threshold of loans/

Meeting

at "HDFC House", 2™ floor, H. T.
Parekh Marg, 165-166, Backbay
Reclamation, Churchgate,
Mumbai - 400 020

(2)

guarantees, providing of securities and making
of investments in securities under Section 186
of the Companies Act, 2013

Approval for increase in borrowings limits.

ANNUAL REPORT 2020-21 83



HDFC ASSET MANAGEMENT COMPANY LIMITED

Postal Ballot

During the year, no resolution was passed through postal
ballot. There is no special resolution proposed to be
conducted through postal ballot.

Means of Communication

Quarterly/ Half-yearly/ Annual Results: The Quarterly
Results of your Company are published in the Business
Standard, a national English daily with a wide circulation,
and the Navshakti (Marathi) newspaper. The results
are also available on the website of the Company at
www.hdfcfund.com.

News Releases and Presentations: News releases are first
sent to the stock exchanges before their release to media
for wider dissemination. Presentation made to Investors/
Analysts, Media, Institutional Investors, etc. are available
on the website of stock exchanges where the shares of
the Company are listed (BSE and NSE) as well as on the
Company's website.

Website: The Company's website contains aseparate section,
AMC Shareholder where the latest shareholder information
is available. It contains comprehensive information which is
ofinterest to the shareholdersincluding the financial results,
Annual Reports, information disclosed to Stock Exchange,
policies of the Company, etc.

Annual Report: The Annual Report containing Notice of the
Annual General Meeting, Audited Annual Accounts, Directors’
Report, Corporate Governance Report, Auditors’' Reportand
other important information is circulated to members and
others entitled thereto. The Management Discussion and
Analysis (MDA) Report and Business Responsibility Report
form part of the Annual Report.

NSE Electronic Application Processing System (NEAPS),
BSE Listing Centre: The NSE and the BSE have developed
web-based applications, NEAPS and BSE Listing Centre for
corporatesto electronically file compliances such as financial
results, shareholding pattern and corporate governance
report etc.

SEBI Complaints Redress System (SCORES): Shareholders
complaints are also processed through a centralised
web-based complaint redressal system, SCORES. The
system enables the Company to have a centralised database
of the complaints and upload online action taken reports.
Investors can also view the current status of and actions
taken on their complaints.

Disclosures

Related Party Transactions

During the FY 20-21, the Company has not entered into any
materially significant related party transactions that may
have potential conflict with the interest of the Company at
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large. Transactions with related parties are disclosedin notes
to financial statements.

The Company has formulated a Policy on Related Party
Transaction for providing guidelines in relation to
identification of related parties, materiality of Related Party
Transaction(s) and on dealing with transactions with Related
Party. The Policy can be accessed at https://www.hdfcfund.

com/about-us/governance/codes-policies

Non-compliance/ Penalties/ Strictures Imposed

No penalties or strictures were imposed on the Company
by the stock exchanges or SEBI, or any statutory authority
on any matter related to the capital markets during the last
three years.

It may be noted that the Company receives administrative
warnings/deficiency letters in the regular course of its
business pertaining to Mutual Funds / Portfolio Management
Services pursuant to regulatory inspections conducted by
SEBI from time to time. Necessary corrective actions in this
regard are taken by the Company.

Further, SEBI issued show cause notices in May and June
2019 to the Company, HDFC Trustee Company Limited
(Trustee Company) and certain officials of the Company
for alleged violations of SEBI (Mutual Funds) Regulations,
1996 (“MF Regulations”) in the matter of four schemes of
HDFC Mutual Fund, i.e. Fixed Maturity Plans (FMPs) holding
debt instruments of Essel Group Companies. Separate
Settlement applications were filed with SEBI under SEBI
(Settlement Proceedings) Regulations, 2018 by the Company,
Officials of the AMC and the Trustee Company against the
enforcementactions/proceedingsinitiated through the show
cause notices issued by SEBI, without admission or denial of
guilt. SEBl issued Settlement Order no. SO/EFD-2/SD/337/
April/2020 dated April 16, 2020 in this regard whereby the
enforcement action and enforcement proceedings had been
disposed of against the Company, Officials of the Company
and Trustee Company.

Additionally, pursuant to inspection of HDFC Mutual Fund
conducted by SEBI for the period April 01, 2014 to March
31, 2016, SEBI issued letters dated May 31, 2018 to the
Company and Trustee Company informing about initiation
of quasi judicial proceedings against them with respect to
certain alleged violations under MF Regulations and circulars
and/or guidelines issued thereunder. The Company and
Trustee Company filed settlement applications with SEBI
under the SEBI (Settlement of Administrative and Civil
Proceedings) Regulations, 2014 for settling any adjudication
proceedings which may arise out of the inspection, without
admission or denial of guilt. SEBl issued settlement orders
nos. PM/RR/13/2018-19 and PM/RR/14/2018-19, both dated
December 04, 2018 in this regard stating that the quasi
judicial proceedings had been disposed of.
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Whistle-Blower Policy/Vigil Mechanism

This Policy has been formulated for Directors and employees
to report concerns about unethical behaviour, actual or
suspected fraud or violation of the Company's Code of
Business Conduct and Ethics Policy. The Company has
adopted a third party web-based reporting tool which
provides a secure and confidential platformto report genuine
concerns and can be accessed by all employees/ Directors/
stakeholders for lodging a complaint or expressing genuine
concerns.

During the year, no person was denied access to the Audit
Committee for expressing their concerns or reporting
grievances under the Whistle-Blower Policy and/or
vigil mechanism.

The Policy is available at https://www.hdfcfund.com/about-
us/governance/codes-policies

Code for Prevention of Insider Trading

AMC Share Dealing Code (“Code") provides a framework
which deals with the internal procedures and conduct in
dealing with the securities of the Company. The Code has
been formulated in compliance with SEBI (Prohibition of
Insider Trading) Regulations, 2015. The Code was revised
duringtheyearinorderto suitablyincorporate the provisions
of SEBI (Prohibition of Insider Trading) (Amendment)
Regulations, 2020 dated July 17, 2020 and SEBI Circular
Nos. SEBI/HO/ISD/ISD/CIR/P/2020/133, SEBI/HO/ISD/ISD/
CIR/P/2020/135 dated July 23, 2020.

Pursuant to the above, the Company has put in place
adequate and effective system of internal controls to ensure
compliance with the requirements of the Prohibition of
Insider Trading Regulations.

Compliance with Mandatory and Adoption of
Non-Mandatory Requirements

Your Company has complied with allthe mandatory corporate
governance requirements under the Listing Regulations.
Specifically your Company confirms compliance with
Corporate Governance requirements specifiedinregulations
17 to 27 and clauses (b) to (i) of sub-regulation (2) of regulation
46 of the Listing Regulations.

M/s.Bhandari & Associates, Practicing Company Secretaries,
have certified that your Company has complied with the
mandatory requirements as stipulated under the Listing
Regulations. The certificate forms part of this Report.

Your Company has also obtained a certificate from
M/s.Bhandari & Associates, Practicing Company Secretaries,
confirming that none of the Directors on the Board of your
Company have been debarred or disqualified from being

appointed or continuing as directors of companies by SEBI/
Ministry of Corporate Affairs or any such statutory authority.

Your Company has fulfilled the following non-mandatory
requirements as prescribedin Part E of Schedule llRegulation
27(1) of Listing Regulations.

Modified Opinion(s) in Audit Report

Your Company's financial statements have unmodified audit
opinions.

Reporting of Internal Auditor

ThelInternal Auditor reports directly to the Audit Committee.

Material Subsidiary

In accordance with Regulation 16(1)(c) of the Listing
Regulations, your Company has formulated Policy for
Determining Material Subsidiary whichis available at https://
www.hdfcfund.com/about-us/governance/codes-policies
Your Company does not have any subsidiary as on date.

Commodity Price Risk or Foreign Exchange Risk and
Hedging Activities

As such, your Company is not exposed to any commodity
price or Foreign Exchange risk, and hence the disclosure
under Clause 9(n) of Part C of Schedule V in terms of the
format prescribed vide SEBI circular dated November 15,
2018, is not applicable.

Fees paid to Statutory Auditors

Details of fees paid to the Statutory Auditors, BSR and Co.
LLP and all entities in the network firm/network entity of
which the statutory auditor is a part, for all services taken by
your Company during FY 20-21 are as under:

% (in Crore)
Particulars Amount
Audit Fees 0.24
Tax Audit Fees 0.03
Taxation Matters 0.16
Reimbursement of Expenses 0.02
Limited Review Fees 0.15
Other Services 0.27
Total 0.87
Notes:

1) The above amounts includes amounts accrued as payable at the year
end.

2) The above details have been compiled based on the list of entities
provided by the statutory auditors.
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Sexual Harassment at Workplace

Your Company has zero tolerance for sexual harassment at
workplace and is compliant with provisions relating to the
constitution of Internal Complaints Committee under the
Sexual Harassment of Women at Workplace (Prevention,
Prohibition and Redressal) Act, 2013.

During FY 20-21, the Internal Complaints Committee did not
receive any complaints pertaining to sexual harassment.

Code of Conduct

Your Company has adopted a Code of Conduct for all
employees including the members of the Board and Senior
Management Personnel. Allmembers of the Board and Senior
Management Personnel have affirmed compliance with the
said Code of Conduct for FY 20-21.
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The declaration to this effect signed by Mr. Navneet Munot,
Managing Director & Chief Executive Officer of the Company
forms part of this Report.

MD / CFO Certification

Necessary certification has been issued by Mr. Navneet
Munot, Managing Director & CEO and Mr. Piyush Surana,
CFO to the Board in terms of Schedule Il Part B of the Listing
Regulations. A copy of this certificate forms part of this
Report.

Demat Suspense Account/Unclaimed Suspense Account

The Company does not have any equity shares lyingin Demat
suspense account/unclaimed suspense account since the
beginning of FY 20-21.
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General Shareholder Information:

22" Annual General Meeting

Day/Date : Friday, July 16, 2021
Time : 3:00 p.m. (IST)
Venue : Annual General Meeting through Video Conferencing/ Other Audio

Visual Means (VC / OAVM facility)

Deemed Venue for Meeting: Registered Office: "HDFC House",
2" Floor, H.T. Parekh Marg, 165-166, Backbay Reclamation,
Churchgate, Mumbai—400 020

Financial Year : April 01 to March 31
Book Closure Dates : July 01, 2021 to July 16, 2021 (both days inclusive)
Dividend

Dividend Distribution Policy:

The Company ensures that an appropriate balance is maintained between adequately rewarding the shareholders and
ensuring that adequate financial resources are available to fuel the growth aspirations of the Company. Company's Dividend
Distribution Policy specifies the financial parameters that will be considered when declaring dividends, internal and external
factors for declaring dividends and the circumstances under which shareholders can or cannot expect a dividend. The Policy

is available on the website of the Company at https://www.hdfcfund.com/about-us/governance/codes-policies.

Dividend Payment Date:

The Board of Directors at its meeting held on April 27, 2021 has recommended dividend of ¥ 34/- [Rupees Thirty-Four only]
per equity share of ¥ 5/- each for the financial year 2020-21, subject to approval by shareholders. The dividend payment date
shall be July 17,2021 onwards.

Unclaimed Dividend

The details of the last date for claiming the unclaimed dividends from the Company, prior to transfer to IEPF are as under:

Last date to claim from

Financial Year Date of payment the Company prior to transfer to IEPF

Interim dividend 2018-19 March 12,2019 March 29, 2026
Final dividend 2018-19 July 17,2019 August 18, 2026
Dividend 2019-20 July 24,2020 August 26,2027

E-voting Period

Starts: Monday, July 12,2021 at 10.00 a.m.
Ends: Thursday, July 15,2021 at 5.00 p.m.

Cut-off date for e-voting: Friday, July 9, 2021. Shareholders holding shares as on cut-off date shall be eligible to vote either
through remote e-voting or during the AGM.
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Listing Details

Name of Stock Exchange Stock Code
BSE Limited (BSE) 541729
Phiroze Jeejeebhoy Towers,

Dalal Street,

Mumbai - 400 001.

National Stock Exchange of India Limited (NSE) HDFCAMC

Exchange Plaza, Plot No. C-1, Block G,
Bandra-Kurla Complex,
Bandra (E), Mumbai— 400 051.

ISIN for Depositories—INE127D01025

The Company has paid listing fees at both the exchanges and has complied with the listing requirements.

Share Price data

The monthly high and low prices and volume of the shares traded on BSE Limited (BSE) and National Stock Exchange of India
Limited (NSE) for the financial year ended March 31, 2021 are as under:

BSE Limited National Stock Exchange of India Limited
Months High Low Ne- °f$rhaa;:: High Low No. °f$:';'::
April 2020 2818.85 2115 514042 2820 2100 8987088
May 2020 2698.2 2393.5 266760 2700 2392.4 4810564
June 2020 2769.7 2403 809903 2779.45 2402.15 13576881
July 2020 2629.45 2380.05 589036 2632 2380 9814637
August 2020 2525 2315 605834 2529 2318.05 8035470
September 2020 2487.95 2071 1265049 2488.1 2070.05 8159337
October 2020 2384 2238 258619 2374.7 2237.05 4426931
November 2020 2575 2225.9 508230 2577.1 2225.9 6879465
December 2020 2989.25 2490.05 585003 2990 2500 9927787
January 2021 3358.3 2853.3 513966 3358.9 2852.15 7907667
February 2021 3107.15 2838.25 388916 3108.95 2843.45 4705423
March 2021 3245 2774.65 349923 3247.25 2772.75 6351907

Source: BSE and NSE Website
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Stock Performance in comparison to broad-based indices

The charts below show the comparison of the Company's share price movement on NSE and BSE vis-a-vis the movement of
the NSE Nifty 50 and S&P BSE Sensex indices respectively, for the financial year ended March 31, 2021:
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The Equity Shares of the Company were not suspended from trading as on March 31, 2021.

Registrar and Transfer Agent (RTA): KFin Technologies Private Limited
(Formerly known as Karvy Fintech Private Limited)
Selenium Tower B, Plot 31-32,
Financial District, Nanakramguda,
Serilingampally Mandal,
Hyderabad - 500032, Telangana.
Website: https://www.kfintech.com / https://ris.kfintech.com/
E-mail: einward.ris@kfintech.com
Toll Free No.: 1800-309-4001

For any assistance regarding dematerialisation of shares, share transfers, transmissions, change of address, registration of
e-mail ID, non-receipt of dividend or any other query relating to shares, please write to our RTA at aforesaid address.

Members are requested to note that, KFintech has launched a mobile application - KPRISM and a website
https://kprism.kfintech.com/ for our members. Now Members can download the mobile app and see portfolios serviced
by KFINTECH. Check Dividend status, request for annual reports, change of address, change / update Bank mandate and
download standard forms. The android mobile application can be downloaded from Play Store by searching for “KPRISM".

The e-mail ID, shareholders.relations@hdfcfund.com, has been created for redressal ofinvestor complaints and the sameis
disclosed on the Company's website.

Share Transfer System

Company's share transfer and related operations is operated through its Registrar and Share Transfer Agents (RTA) - Kfin
Technologies Private Limited.

In terms of the Listing Regulations, effective from April 1, 2019, securities of listed companies can only be transferred in
dematerialised form except where the claim is lodged for transmission or transposition of shares or where the transfer
deed(s) was lodged prior to April 1, 2019 and returned due to deficiency in the document. Shareholders are advised to
dematerialise their shares held by themin physical form. Shares held in dematerialised form are electronically traded through
the Depositories. The Registrar & Share Transfer Agent of the Company periodically receive updated beneficiary holdings
from the Depositories so as to enable them to update their records and send corporate communications, dividend warrants
and other documents to beneficiaries.

Category-wise Shareholding pattern as on March 31, 2021

Category of Shareholders Number of Shares % of Total Shares

Promoter 157408135 73.92
Individuals (includes HUFs) 20381294 9.57
Flls/ QFls/ FPIs 19946711 9.37
Mutual Funds 2281022 1.07
Financial institutions/Banks 644361 0.30
Bodies corporate 1120556 0.53
NRIs/foreign nationals 751379 0.35
Directors & their Relatives 498636 0.23
Clearing members 155973 0.07
Alternative Investment Funds 359395 0.17
Quialified Institutional Buyer 9394388 4.41
NBFC 1379 0.00
Trusts 10973 0.01
Total 212954202 100
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https://delivery.kfintech.com/PYTWNAHI?id=75475=ch9VAAUHBVJQGlVVVlRTUlYBAwUNVFYJWloBWVcCVAADBwQAV1BQUwRXAVRSB1FaAgNPAFATBFRQSyMJVgJRAEQNAR5RXVwZVFBXAVIEV1AHBQJQDVBRDwpECxVGFEFcHkwBVV5bRwAXH0taAFwLFlJTW0paDAgXaWE3Nnwlei8OCgFMRAE=&fl=WRcRQEEIHkoXDxYfDVMMDENVUAwXAApVFg==
mailto:einward.ris@kfintech.com
https://kprism.kfintech.com/
mailto:shareholders.relations@hdfcfund.com
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Distribution of Shareholding as on March 31, 2021
Sr.No Category (Shares) No. of Holders % to Holders No. of Shares % to Equity
1. 1-5000 475775 99.88 15360020 7.21
2. 5001 - 10000 193 0.04 1357692 0.64
3. 10001 - 20000 112 0.02 1574060 0.74
4. 20001 - 30000 50 0.01 1220613 0.57
5. 30001 - 40000 34 0.01 1208551 0.57
6. 40001 - 50000 26 0.01 1188062 0.56
7. 50001 - 100000 63 0.01 4477816 2.10
8. 100001 and above 84 0.02 186567388 87.61
Total 476337 100 212954202 100

Dematerialisation of Shares and Liquidity as on March 31, 2021

Equity Sh f5/- h
Particulars of Equity Holding quity Shares o eac

Number % of Total
Dematerialised form
NSDL 20,69,80,572 97.19
CDSL 59,73,587 2.81
Sub-Total 21,29,54,159 100
Physical form 43 0
Total 21,29,54,202 100

Outstanding GDRs/ ADRs/ Warrants or any convertible instruments

There are no outstanding GDRs/ ADRs/ Warrants or any convertible instruments as on March 31, 2021.

Plant Locations

The Company is engaged in the business of financial services and has no such plants, however we serve our customers and
distribution partners in over 200 cities through our network of 227 Investor Service Centres.

Address for Correspondence with the Company

HDFC Asset Management Company Limited
CIN: L65991MH1999PLC123027

Registered Address: "HDFC House", 2" Floor,

H. T. Parekh Marg, 165-166, Backbay Reclamation,
Churchgate, Mumbai—400 020.
Tel.:022-66316333 Fax: 022 -66580203
Website: www.hdfcfund.com

E-mail: shareholders.relations@hdfcfund.com

List of all credit ratings obtained by the entity along with any revisions thereto during the relevant financial year, for all debt
instruments of such entity or any fixed deposit programme or any scheme or proposal of the listed entity involving mobilisation
of funds, whether in India or abroad. — Not Applicable
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Declaration by the Managing Director &
Chief Executive Officer

[Regulation 34(3) read with Schedule V (Part D) of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015]

To the Members of
HDFC Asset Management Company Limited

I, Navneet Munot, Managing Director & Chief Executive Officer of HDFC Asset Management Company Limited, hereby confirm
that all the members of the Board of Directors and Senior Management have affirmed compliance with the Code of Conduct
of the Board of Directors and Senior Management of the Company.

Navneet Munot
Managing Director & Chief Executive Officer

Place: Mumbai
Date: April 27,2021

| MD / CFO Certificate

HDFC Asset Management Company Limited
HDFC House, H. T. Parekh Marg,

165-166 Backbay Reclamation,

Churchgate, Mumbai—-400020.

Sub: Regulation 17(8) of SEBI (Listing Obligations and Disclosure Requirements) Regulation, 2015

Dear Sir(s)/ Madam(s),
This is to confirm and certify that -

1. Wehavereviewed financial statements and the cash flow statement for the year ended March 31, 2021 and that:

i. These statements do not contain any materially untrue statement or omit any material fact or contain statements
that might be misleading;

ii. Thesestatementstogetherpresentatrueand fair view of the Company's affairs and are in compliance with existing
accounting standards, applicable laws and regulations.

2. Tothebest of our knowledge and belief, there are no transactions entered into by the Company during the year which
are fraudulent, illegal or violative of the Company’s code of conduct.

3.  We accept responsibility for establishing and maintaining internal controls for financial reporting and that we have
evaluated the effectiveness of internal control systems of the Company pertaining to financial reporting and have
disclosed to the auditors and the Audit Committee, deficiencies in the design or operation of such internal controls, if
any, of which we are aware and the steps taken or propose to take to rectify these deficiencies.

4. We haveindicated to the auditors and the Audit committee:
i. Significant changes in internal control over financial reporting during the year;

ii.  Significantchangesinaccountingpolicies duringthe yearandthatthe same have beendisclosedinthe notestothe
financial statements; and

iii. Instancesofsignificantfraud of whichwe havebecome aware andtheinvolvementtherein, ifany, of the management
or an employee having a significant role in the Company's internal control system over financial reporting.
Piyush Surana Navneet Munot
Chief Financial Officer Managing Director & Chief Executive Officer

Place: Mumbai
Date: April 27,2021
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Practicing Company Secretaries’ Certificate on Corporate Governance

Bhandari & Associates

Company Secretaries

901, Kamla Executive Park, Off. Andheri Kurla Road,
J.B. Nagar, Andheri East. Mumbai- 400 059
Tel: +91 22 4221 5300 Fax: +91 22 4221 5303

E-mail: mumbai@anilashok.com

To,
The Members of
HDFC Asset Management Company Limited

We have examined the compliance of conditions of Corporate Governance by HDFC Asset Management Company Limited
("the Company"”) for the financial year ended March 31, 2021 as stipulated in chapter IV of The Securities and Exchange Board
of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 ["Listing Regulations”].

The compliance of conditions of Corporate Governance is the responsibility of the Management. Our examination was
limited to procedures and implementation thereof, adopted by the Company for ensuring compliance with the conditions
of Corporate Governance. It is neither an audit nor an expression of opinion on the Financial Statements of the Company.

In our opinion and to the best of our information and according to the explanations given to us, we certify that the Company
has complied with the conditions of Corporate Governance as specified in chapter IV of the Listing Regulations.

We further state that such compliance is neither an assurance as to the future viability of the Company nor the efficiency or
effectiveness with which the Management has conducted the affairs of the Company.

For Bhandari & Associates
Company Secretaries

S. N. Bhandari
Partner
FCS No.:761; CP No.: 366

Mumbeai | April 27, 2021
UDIN: F0O00761C000134224

ANNUAL REPORT 2020-21 93


mailto:/mumbai@anilashok.com

HDFC ASSET MANAGEMENT COMPANY LIMITED

Independent Auditor’s Report

To the Members of
HDFC Asset Management Company Limited

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements
of HDFC Asset Management Company Limited (the
‘Company’), which comprise the Balance Sheet as at
March 31, 2021, the Statement of Profit and Loss (including
Other Comprehensive Income), the Statement of Changes
in Equity and the Statement of Cash Flows for the year then
ended, and notes to the financial statements, including a
summary of the significant accounting policies and other
explanatory information.

Inouropinionandtothe best of ourinformationandaccording
to the explanations given to us, the aforesaid financial
statements give the information required by the Companies
Act, 2013 (the ‘Act’) in the manner so required and give a
true and fair view in conformity with the Indian Accounting
Standards specified under Section 133 of the Act read with
the Companies (Indian Accounting Standards) Rules, 2015 as
amended ('Ind AS’), and other accounting principles generally
accepted in India, of the state of affairs of the Company as
at March 31, 2021, and its profit and other comprehensive

income, the changes in equity and its cash flows for the year
ended on that date.

Basis for opinion

We conducted our audit in accordance with the Standards
on Auditing (SAs) specified under Section 143 (10) of the Act.
Our responsibilities under those SAs are further described
in the Auditor’s Responsibilities for the audit of the financial
statements section of ourreport. We are independent of the
Companyinaccordance with the Code of Ethicsissued by the
Institute of Chartered Accountants of India together with the
ethical requirements that are relevant to our audit of these
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 opinion on the financial statements.

Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
financial statements of the current year. These matters
were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters:

Key audit matter

How the matter was addressed in our audit

Revenue Recognition: Investment Management Fee

Refer to the accounting policies in the Financial Statements: Significant accounting policies — Note 3.5 Revenue Recognition
and Note 20 to the financial statements: "Asset Management Services”

Investment Management Fee is the most significant account
balance in the Statement of Profit and Loss. There is a process
of manual inputting of approved fee rate used for computation
of Investment Management Fee income.

Key aspects relating to timing and recognition of revenue in

respect of management fee are set out below:

« The calculation of investment management fees, is based
on a percentage of the assets under management (‘AUM’)
of the funds managed by the Company, in accordance with
guidelines prescribed under SEBI (Mutual Fund) Regulations,
1996 as amended from time to time

« Investment management fee is accrued based on a five-
stepmodelassetoutinind AS 115 “Revenue from Contract
with Customers”

Our audit procedures included:

Testing of Design and Operating Effectiveness of controls

* Understood and evaluated the design and implementation
of management review controls and other key controls
relating to recognition of investment management fee;

« Testcheckedthe operating effectiveness of management
review controls, and other key controls over recognition of
investment management fee.

Substantive tests

» Evaluated the appropriateness of revenue recognition in
respect of investment management fee income based on
the requirements of Ind AS 115;

« Obtained and tested arithmetical accuracy of investment
management fee calculations and reconciled investment
management fee to amounts included in financial
statements for completeness of income recognition;
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Key audit matter

How the matter was addressed in our audit

« Thecontractsinclude a single performance obligation that
is satisfied over time and the investment management
fee earned is considered as variable consideration that
is included in the transaction price to the extent that no
significant revenue reversal is expected to occur.

« Testcheckedthatinvestment managementfeerateswere
approved by authorised personnel;

« Obtained and read the investment management fee
certification reports, issued by the statutory auditors
of mutual fund schemes, in accordance with generally
acceptedassurance standards for suchworkand reconciled
the certified amounts with the accounting records;

« Test checked the investment management fee invoices
and reconciled with the accounting records;

« Test checked the receipts of money of Investment
Management fee income in the bank statements.

» Evaluated the adequacy of disclosures relating to the
investment management fee earned by the Company.

Information other than the financial statements and
auditors’ report thereon

The Company's Management and Board of Directors are
responsible for the otherinformation. The otherinformation
comprises the information included in the Company’s
Director’s report, but does not include the financial
statements and our auditor’s report thereon. The other
information is expected to be made available to us after the
date of this auditor's report.

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 identified
above when it becomes available and, in doing so, consider
whether the otherinformationis materially inconsistent with
the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

Management’s and Board of Directors’ responsibility
for the financial statements

The Company’'s Management and Board of Directors are
responsible forthe matters statedin Section 134(5) of the Act
withrespecttothe preparation of these financial statements
that give a true and fair view of the state of affairs, profit/
loss and other comprehensive income, changesin equity and
cash flows of the Company inaccordance with the accounting
principles generally accepted in India, including the Ind AS
specified under Section 133 of the Act. This responsibility
alsoincludes maintenance of adequate accountingrecordsin
accordance with the provisions of the Act for safeguarding of
the assets of the Company and for preventing and detecting
frauds and other irregularities; selection and application
of appropriate accounting policies; making judgements
and estimates that are reasonable and prudent; and the
design, implementation and maintenance of adequate

internal financial controls, that were operating effectively
for ensuring 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 fraud or error.

In preparing the financial statements, the Management
and Board of Directors are 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 the Board of
Directors eitherintends toliquidate 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
issueanauditor’'sreportthatincludes 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
detectamaterialmisstatementwhenitexists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expectedtoinfluence the economic decisions of users taken
onthe basis of these financial statements.

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

« ldentify 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

ANNUAL REPORT 2020-21 95



HDFC ASSET MANAGEMENT COMPANY LIMITED

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
appropriateinthe 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 statementsin place and
the operating effectiveness of such controls.

« Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures in the financial statements made by the
Management and Board of Directors.

« Conclude on the appropriateness of the Management
and Board of Directors 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 thatamaterialuncertainty exists, we arerequired
to draw attention in our auditor’s report to the related
disclosuresinthefinancial statementsor, 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 asagoingconcern.

« 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 deficienciesininternal control that we identify
during our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirementsregardingindependence, and to communicate
with them all relationships and other matters that may
reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that
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a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

Report on other legal and regulatory requirements

Asrequired by the Companies (Auditor's Report) Order, 2016
(‘the Order’) issued by the Central Government in terms of
Section 143 (11) of the Act, we give in the “Annexure A", a
statement on the matters specified in paragraphs 3 and 4 of
the Order, to the extent applicable.

(A) Asrequiredby Section 143 (3) of the Act, wereport that:

a) We have sought and obtained all the information and
explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit;

b

-

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 Other Comprehensive Income), Statement
of Changesin Equity and the Statement of Cash Flows
dealt with by this report are in agreement with the
books of account;

C

d

)

In our opinion, the aforesaid financial statements
comply with the Ind AS specified under Section 133
of the Act;

e) On the basis of the written representations
received from the Directors as on March 31, 2021
and taken on record by the Board of Directors,
none of the Directors are disqualified as on
March 31, 2021 from being appointed as a director in

terms of Section 164 (2) of the Act and

f) Withrespectto the adequacy of the internal financial
controls with reference to financial statements of the
Company and the operating effectiveness of such
controls, refer to our separate Reportin “Annexure B".

(B) 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, in our
opinionandto the best of ourinformationand according
to the explanations given to us:

i. The Company has disclosed the impact of pending
litigationsasat March 31,2021 onitsfinancial position
in its financial statements — refer note 31 to the
financial statements;

ii. The Company did not have any long-term contracts
including derivative contracts for which there were
any material foreseeable losses;
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iii. There were no amounts which were required to be
transferredto the Investor Education and Protection

Fund by the Company and

iv. Thedisclosuresinthe financial statementsregarding
holdings as well as dealings in specified bank notes
during the period from November 8, 2016 to
December 30, 2016 have not been made in these
financial statements since they do not pertain to the
financial year ended March 31, 2021.

With respect to the matter to be included in the
Auditor’s Report under Section 197(16) of the Act:

In our opinion and according to the information and
explanations given to us, the remuneration paid by the
Company to its directors during the current year is in

Mumbai
April 27,2021

accordance with the provisions of Section 197 of the
Act. The remuneration paid to any director is not in
excess of the limit laid down under Section 197 of the
Act. The Ministry of Corporate Affairs has not prescribed
other details under Section 197 (16) of the Act which are
required to be commented upon by us.

ForBSR&Co.LLP
Chartered Accountants
Firm's Registration No: 101248W/W-100022

Akeel Master

Partner

Membership No: 046768
UDIN: 21046768AAAABZ3526
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Annexure A to the Independent Auditor’s Report

March 31, 2021 (Referred to in our report of even date)

98

(@) The Company has maintained proper records
showing full particulars, including quantitative
details and situation of property, plant and

equipment.

(b) The Company has aregular programme of physical
verification of its property, plant and equipment
by which all the property, plant and equipment are
verified annually. In our opinion, this periodicity of
physical verification is reasonable having regard
to the size of the Company and the nature of its
assets. No material discrepancies were noticed on

such verification.

(c) The title deeds of immovable properties recorded
as property, plant and equipment in the books of
account of the Company are held in the name of

the Company.

The Company is a service company primarily
rendering investment management services, portfolio
management services and investment advisory
services. Accordingly, it does not hold any inventories.
Thus, paragraph 3 (ii) of the Order is not applicable to
the Company.

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 Act. Thus, paragraph
3 (iii) of the Order are not applicable to the Company.

In our opinion and according to the information and
explanations giventous, the Company has notadvanced
any loan, given any guarantee or provided any security
in connection with loan to any of its Directors or to any
personinwhomthe Directorisinterested. The Company
has complied with the provisions of Section 186 of the
Act, withrespect to the investments made.

Vi.

Vii.

In our opinion and according to the information and
explanations given tous, the Company has not accepted
deposits as per the directives issued by Reserve Bank
of India and the provisions of Sections 73 to 76 or any
other relevant provisions of the Act and Rules framed
thereunder. Thus, paragraph 3 (v) of the Order is not
applicable to the Company.

The Central Government has not prescribed the
maintenance of costrecords, under Section 148 (1) of the
Act, for any of the services rendered by the Company.
Thus, paragraph 3 (vi) of the Order is not applicable to
the Company.

(@) Accordingtotheinformationandexplanations given
to us and on the basis of our examination of the
books ofaccount,amounts deducted/accruedinthe
books ofaccountinrespect of undisputed statutory
dues including provident fund, income tax, goods
and services tax, cess and other material statutory
dues have been regularly deposited during the year
by the Company with the appropriate authorities.
As explained to us, the Company did not have any
duesonaccount of sales tax, wealth tax, employees’
stateinsurance, duty of customs, duty of excise and
value added tax. According to the information and
explanations given to us, no undisputed amounts
payable in respect of provident fund, income tax,
goods and services tax, cess and other material
statutory dues were in arrears as at March 31, 2021
for a period of more than six months from the date
they became payable.

(b) According to the information and explanations
given to us, there are no dues of provident fund,
goods and services tax, cess and other material
statutory dues which have not been deposited by
the Company on account of disputes. The dues

outstanding on account of dispute are as follows:

Period to which the

Name of the Statute Nature of the Dues Amount (3) amount relates Forum where dispute is pending
Income Tax Act, 1961 Income Tax 2,705,330 AY.2008-2009 High Court of Bombay

Income Tax Act, 1961  Income Tax 869,199 AY.2009-2010 Commissioner of Income Tax Appeal
Income Tax Act, 1961  Income Tax 741,820 AY.2010-2011 Deputy Commissioner of Income Tax
Income Tax Act, 1961  Income Tax 1,168,520 AY.2011-2012 Deputy Commissioner of Income Tax
Income Tax Act, 1961  Income Tax 1,324,140 AY.2012-2013 Deputy Commissioner of Income Tax
Income Tax Act, 1961  Income Tax 15,169,450 AY.2012-2013 Commissioner of Income Tax Appeal
Income Tax Act, 1961 Income Tax 1,095,590 AY.2013-2014 Deputy Commissioner of Income Tax
Income Tax Act, 1961 Income Tax 17,138,730 AY.2013-2014 Commissioner of Income Tax Appeal
Income Tax Act, 1961 Income Tax 2,518,814 AY.2014-2015 Income Tax Appellate Tribunal
Income Tax Act, 1961 Income Tax 1,267,737 AY.2016-2017 Commissioner of Income Tax Appeal
Income Tax Act, 1961 Income Tax 11,037,951 AY.2017-2018 Commissioner of Income Tax Appeal
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viii.

Xi.

Xii.

xiii.

In our opinion and according to the information and
explanations given to us, the Company has not taken
any loan or borrowing from financial institution, bank,
government or debenture holders. Thus, paragraph 3
(viii) of the Order is not applicable to the Company.

In our opinion and according to the information and
explanations given to us, the Company has not raised
any money by way of initial public offer or further public
offer (including debt instrument) or term loans during
the year. Thus, paragraph 3 (ix) of the Order is not
applicable to the Company.

According to the information and explanations given
to us, no material fraud by the Company or on the
Company by its officers or employees has been noticed
orreported during the course of our audit.

According to the information and explanations given
to us and based on our examination of the records,
the Company has paid/provided for managerial
remuneration in accordance with the requisite
approvals mandated by the provisions of Section 197
read with Schedule V to the Act.

In our opinion and according to the information and
explanations given to us, the Company is not a Nidhi
Company as per the Act. Thus, paragraph 3 (xii) of the
Orderis not applicable to the Company.

According to the information and explanations given
to us and based on our examination of the records of
the Company, all transactions entered into by the
Company with the related parties are in compliance
with Sections 177 and 188 of the Act, where applicable

Xiv.

XV.

XVi.

Mumbai
April 27,2021

and details of such transactions have been disclosed in
the financial statements as required by the applicable
accounting standards.

According to the information and explanations given
to us and based on our examination of the records, the
Company has not made any preferential allotment or
private placement of shares or fully or partly convertible
debentures during the year. Thus, paragraph 3 (xiv) of
the Order is not applicable to the Company.

According to the information and explanations given to
us and based on our examination of the records of the
Company, the Company has not entered into non-cash
transactions with Directors or person connected with
him. Thus, paragraph 3 (xv) of the Orderis not applicable
to the Company.

According to the information and explanations given to
us, the Company is not required to be registered under
Section 45-IA of the Reserve Bank of India Act, 1934.
Thus, paragraph 3 (xvi) of the Order is not applicable to
the Company.

ForBSR&Co.LLP
Chartered Accountants
Firm's Registration No: 101248W/W-100022

Akeel Master

Partner

Membership No: 046768
UDIN: 21046768AAAABZ3526
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Annexure B to the Independent Auditor’s Report

March 31, 2021 (Referred to in our report of even date)

Report on the Internal Financial Controls with reference to the financial statements under Clause (i) of
Sub-section 3 of Section 143 of the Companies Act, 2013 (‘the Act’)

(Referred to in paragraph (A.f.) under ‘Report on Other
Legal and Regulatory Requirements’ section of our
report of even date)

Opinion

We have audited the internal financial controls with reference
tofinancial statements of HDFC Asset Management Company
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.

In our opinion, the Company has, in all material respects,
adequate internal financial controls with reference to
financial statements and such internal financial controls
were operating effectively as at March 31, 2021, based on
the internal financial controls with reference to financial
statements 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 (the ‘Guidance Note’).

Management’s responsibility for internal financial
controls

The Company’'s management and the Board of Directors
are responsible for establishing and maintaining internal
financial controls based on the internal financial controls with
reference to financial statements criteria established by the
Company considering the essential components of internal
control stated in the Guidance Note. 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 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

Ourresponsibility is to express an opinion on the Company'’s
internal financial controls with reference to financial
statements based on our audit. We conducted our audit in
accordance with the Guidance Note and the Standards on
Auditing prescribed under Section 143 (10) of the Act, to the
extent applicable to an audit of internal financial controls
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with reference to financial statements. 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 financial statements
were established and maintained and whether 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 financial statements and their operating
effectiveness. Our audit of internal financial controls with
reference to financial statements included obtaining an
understanding of such internal financial controls, assessing
the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal
financial 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 financial statements.

Meaning of internal financial controls with reference
to financial statements

The Company's internal financial controls with reference
to financial statements is a process designed to provide a
reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for
external purposes in accordance with generally accepted
accounting principles. The Company's internal financial
controls with reference to financial statementsincludes 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
transactionsarerecordedas necessary to permit preparation
of financial statementsinaccordance 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
amaterial effect on the financial statements.



@ FINANCIAL
INDEPENDENT AUDITOR'S REPORT STATEMENTS

Inherent limitations of internal financial controls with  conditions, or that the degree of compliance with the policies
reference to financial statements or procedures may deteriorate.

Because of the inherent limitations of internal financial
controls with reference to financial statements, including the
possibility of collusion or improper management override of
controls, material misstatements due to error or fraud may
occurandnotbe detected. Also, projections of any evaluation
of the internal financial controls with reference to financial
statements to future periods are subject to the risk that
the internal financial controls with reference to financial

ForBSR&Co.LLP
Chartered Accountants
Firm's Registration No: 101248W/W-100022

Akeel Master

. . Partner
statements may become inadequate because of changes in Mumbai Membership No: 046768
April 27,2021 UDIN: 21046768AAAABZ3526
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Balance Sheet

as at March 31, 2021

% (in Crore)
. Asat Asat
Particulars Note No. March 31, 2021 March 31,2020
Assets
I  Financial Assets
a Cashand Cash Equivalents 4 1.68 26.64
b Bank Balance other than (a) above 5 0.67 0.46
c Receivables
(i) Trade Receivables 6 79.91 60.59
(ii) Other Receivables 7 3.85 3.99
d Investments 8 4,753.25 3,944.51
e OtherFinancial Assets 9 32.35 29.95
Sub-total - Financial Assets 4,871.71 4,066.14
Il Non-Financial Assets
a Current Tax Assets (net) 31.29 32.37
b Deferred Tax Assets (net) 10 - 21.67
c Property, Plant and Equipment 11 136.86 141.39
d Intangible Assets Under Development 1.18 4.60
e Goodwill 11 6.04 6.04
f  OtherIntangible Assets 11 10.32 9.28
g Other Non-Financial Assets 12 37.30 27.11
Sub-total -Non-Financial Assets 222.99 242.46
Total Assets 5,094.70 4,308.60
Liabilities and Equity
Liabilities
I  Financial Liabilities
A Payables
Trade Payables
(i) Total Outstanding Dues of Micro Enterprises and Small Enterprises 13 - -
(ii) Total Outstanding Dues of Creditors Other than Micro Enterprises and Small 13 42.11 46.73
Enterprises
B Other Financial Liabilities 14 187.90 178.37
Sub-total - Financial Liabilities 230.01 225.10
Il Non-Financial Liabilities
a Current Tax Liabilities (net) 4.34 3.94
b  Provisions 15 7.88 7.25
c Deferred Tax Liabilities (net) 16 32.13 -
d Other Non-Financial Liabilities 17 44.16 43.05
Sub-total - Non-Financial Liabilities 88.51 54.24
Total Liabilities 318.52 279.34
Il Equity
a Equity Share Capital 18 106.48 106.40
b  Other Equity 19 4,669.70 3,922.86
Sub-total - Equity 4,776.18 4,029.26
Total Liabilities and Equity 5,094.70 4,308.60

See summary of significant accounting policies and accompanying notes which form an integral part of the financial statements.

As per our report attached of even date

ForBSR&Co.LLP
Chartered Accountants

ICAI Firm Registration No: 101248W/W-100022

Akeel Master
Partner
Membership No: 046768

Mumbeai, April 27, 2021
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For and on behalf of the Board of Directors

Deepak S. Parekh
Chairman
(DIN: 00009078)

Piyush Surana
Chief Financial Officer

Navneet Munot
Managing Director & Chief Executive Officer
(DIN: 05247228)

Sylvia Furtado
Company Secretary
(ACS:17976)
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Statement of Profit and Loss

for the year ended March 31, 2021

% (in Crore except per equity share data)

Particulars

(LIS L ERT-ETL-L-C W For the year ended

Revenue from Operations
Asset Management Services
OtherIncome

Total Income

Expenses

Finance Costs

Fees and Commission Expenses
Employee Benefits Expenses
Depreciation, Amortisation and Impairment
Other Expenses

Total Expenses

Profit Before Tax

Tax Expense

Current Tax

Deferred Tax Charge/(Credit)
Total Tax Expense

Profit After Tax

Other Comprehensive Income

(i) Items that will not be reclassified to profit or loss
- Remeasurement gain/(loss) of the defined benefit plans

(i) Income tax relating to items that will not be reclassified to profit or loss

- TaxonRemeasurement of the defined benefit plans

Total Other Comprehensive Income
Total Comprehensive Income

Earnings Per Equity Share (Face Value? 5) (see note 28)

- Basic
- Diluted

Note No. March 31,2021 March 31,2020
20 1,852.53 2,003.25
21 349.21 140.18

2,201.74 2,143.43

29 8.95 8.98
5.69 20.89

22 226.75 214.71
11 55.41 50.37
23 155.99 195.43
452.79 490.38

1,748.95 1,653.05

369.39 410.52

53.80 (19.88)

423.19 390.64

1,325.76 1,262.41

(0.92) (4.11)

0.23 1.03

(0.69) (3.08)

1,325.07 1,259.33

62.28 59.37

62.16 59.24

See summary of significant accounting policies and accompanying notes which form an integral part of the financial statements.

As per our report attached of even date

ForBSR&Co.LLP
Chartered Accountants

ICAI Firm Registration No: 101248W/W-100022

Akeel Master
Partner
Membership No: 046768

Mumbeai, April 27, 2021

For and on behalf of the Board of Directors

Deepak S. Parekh
Chairman
(DIN: 00009078)

Piyush Surana
Chief Financial Officer

Navneet Munot
Managing Director & Chief Executive Officer
(DIN: 05247228)

Sylvia Furtado
Company Secretary
(ACS:17976)
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Statement of Changes in Equity

for the year ended March 31, 2021

A. Equity Share Capital

% (in Crore)

Balance at the

Changes in equity

Balance at the end

Particulars beginning of the share capital
year during the year of the year
Equity Shares of I 5 each (March 31, 2020: ¥ 5 each), fully paid up
As at March 31, 2020 106.29 0.11 106.40
As at March 31, 2021 106.40 0.08 106.48
B. Other Equity
Z (in Crore)
Share Reserves and Surplus
Application Capital Share
Particulars Money - Redem 2ion Securities General Options Retained Total
Pending P Premium Reserve Outstanding Earnings
Reserve
allotment Account
Opening balance as at April 01,2019 0.13 52.41 537.30 174.97 9.25 2,190.37 2,964.43
Adjustment on initial application of Ind AS 116 - - - - - (8.63) (8.63)
(net of tax)
Profit for the year - - - - - 1,262.41 1,262.41
Other Comprehensive Income — - - - - - (3.08) (3.08)
Remeasurement gain/(loss) of the defined
benefit plans (net of tax)
Total Comprehensive Income for the year - - - - - 1,259.33 1,259.33
Final Equity Dividend Paid - - - - - (255.11) (255.11)
Tax Paid on Final Equity Dividend - - - - - (52.44) (52.44)
Transfer from Share Options Outstanding - - 2.33 - (2.33) - -
Account to Securities Premium (towards
options exercised)
Additions during the year 15.40 - 15.41 - - - 30.81
Utilised during the year (15.53) - - - - - (15.53)
Changes during the year (0.13) - 17.74 - (2.33) 951.78 967.06
Closing balance as at March 31, 2020 0.00 52.41 555.04 174.97 6.92 3,133.52 3,922.86
Opening balance as at April 01, 2020 0.00 52.41 555.04 174.97 6.92 3,133.52 3,922.86
Profit for the year - - - - - 1,325.76 1,325.76
Other Comprehensive Income - = = = = = (0.69) (0.69)
Remeasurement gain/(loss) of the defined
benefit plans (net of tax)
Total Comprehensive Income for the year - - - - - 1,325.07 1,325.07
Final Equity Dividend Paid - - = - = (595.96) (595.96)
Transfer from Share Options Outstanding - - 1.74 - (1.74) - -
Account to Securities Premium (towards
options exercised)
Additions during the year 10.45 = 10.38 = 7.35 = 28.18
Utilised during the year (10.45) - - - - = (10.45)
Changes during the year 0.00 - 12.12 - 5.61 729.11 746.84
Closing balance as at March 31, 2021 0.00 52.41 567.16 174.97 12.53 3,862.63 4,669.70

See summary of significant accounting policies and accompanying notes which form an integral part of the financial statements.
For and on behalf of the Board of Directors

As per our report attached of even date

ForBSR&Co.LLP
Chartered Accountants
ICAI Firm Registration No: 101248W/W-100022

Akeel Master
Partner
Membership No: 046768

Mumbeai, April 27, 2021

104 YOUR TRUST. OUR BENCHMARK.

Deepak S. Parekh
Chairman
(DIN: 00009078)

Piyush Surana

Chief Financial Officer

Navneet Munot

Managing Director & Chief Executive Officer
(DIN:05247228)

Sylvia Furtado

Company Secretary
(ACS:17976)
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STATEMENT OF CHANGES INEQUITY | STATEMENT OF CASH FLOWS STATEMENTS
Statement of Cash Flows
for the year ended March 31, 2021
T (in Crore)
(TS UTRTEILL L For the year ended

Particulars

A. CashFlow from Operating Activities
Profit Before Tax*
Add/(Less): Adjustments for
Depreciation, Amortisation and Impairment
Finance Costs
Share Based Payments to Employees
(Profit)/Loss on Sale of Investments (net)
Fair Value (Gain)/Loss on Investments
Net (Gain)/Loss on foreign currency transactions and translations
(Profit)/Loss on Derecognition of Property, Plant and Equipment and Other Intangible Assets (net)
Investment Income from Financial Instruments
Other Interest Income
Operating Profit before working capital changes
Adjustments for:
(Increase)/Decrease in Trade Receivables
(Increase)/Decrease in Other Receivables
(Increase)/Decrease in Other Financial Assets
(Increase)/Decrease in Other Non-Financial Assets
Increase/(Decrease) in Trade Payable
Increase/(Decrease) in Other Financial Liabilities
Increase/(Decrease) in Provisions
Increase/(Decrease) in Other Non-Financial Liabilities
Cash generated from/(used in) operations
Income Tax Paid
Net cash from/(used in) operating activities (A)
B. CashFlow from Investing Activities
Purchase of Property, Plant and Equipment and Other Intangible Assets
Proceeds from Sale of Property, Plant and Equipment and Other Intangible Assets
Purchase of Investments
Proceeds from Sale of Investments
Dividend Received
Interest Received/(Paid)
Net cash from/(used in) investing activities (B)

March 31, 2021

March 31,2020

1,748.95 1,653.05
55.41 50.37
8.95 8.98
7.35 -
(91.29) (18.49)
(217.06) 21.88
0.01 (0.02)
(0.04) (0.05)
(32.00) (119.08)
(1.57) (1.72)
1,478.71 1,594.92
(19.31) 22.08
0.14 16.21
0.10 32.90
(10.29) 18.40
(4.57) (0.77)
7.40 (5.19)
0.63 6.24
0.19 4.58
1,453.00 1,689.37
(367.68) (404.53)
1,085.32 1,284.84
(11.62) (29.83)
0.04 0.06
(3,980.90) (6,057.29)
3,467.30 5,110.24
0.57 4.10
41.90 45.18
(482.71) (927.54)
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Statement of Cash Flows

for the year ended March 31, 2021

% (in Crore)
Particulars (LIS ERTEI L For the year ended
March 31, 2021 March 31,2020
C. CashFlow from Financing Activities

Proceeds from Issuance of Share Capital 10.46 15.53
Share Application Money — Pending allotment - (0.13)
Prinicipal Element of Lease Payments (33.12) (30.43)
Interest Element of Lease Payments (8.95) (8.98)
Final Equity Dividend Paid (595.96) (255.11)
Tax Paid on Final Equity Dividend = (52.44)
Net cash from/(used in) financing activities (C) (627.57) (331.56)
Net Increase/(Decrease) in Cash and Cash Equivalents (A + B + C) (24.96) 25.74
Cash and Cash Equivalents at the beginning of the year 26.64 0.90
Cash and Cash Equivalents at the end of the year 1.68 26.64
Net Increase/(Decrease) in Cash and Cash Equivalents (24.96) 25.74
Cash and cash equivalents comprising of:
Balance with banks 1.68 26.64
Effect of exchange rate difference on balances with banks in foreign currency 0.00 0.00
Total 1.68 26.64
*Amount spent towards Corporate Social Responsibility expense as per Section 135(5) of the 26.99 20.90

Companies Act, 2013 (see note 33)

Note: The above Statement of Cash Flows has been prepared under the ‘Indirect Method' as set outinInd AS 7, 'Statement of Cash Flows'.

See summary of significant accounting policies and accompanying notes which form an integral part of the financial statements.
For and on behalf of the Board of Directors

As per our report attached of even date

ForBSR&Co.LLP

Chartered Accountants
ICAI Firm Registration No: 101248W/W-100022

Akeel Master
Partner

Membership No: 046768
Mumbeai, April 27, 2021
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Chairman
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Chief Financial Officer

Navneet Munot
Managing Director & Chief Executive Officer
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Sylvia Furtado
Company Secretary
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NOTES TO FINANCIAL STATEMENTS

ﬁ FINANCIAL
STATEMENTS

Notes to financial statements

for the year ended March 31, 2021

2.1

Company overview

HDFC Asset Management Company Limited (‘the
Company’) is a Public Limited Company domiciled
in India and its registered office is situated at HDFC
House, 2" Floor, H. T. Parekh Marg, 165-166, Backbay
Reclamation, Churchgate, Mumbai — 400 020.
The Company has been incorporated under the
Companies Act, 1956 on December 10, 1999 and was
approvedtoact as the Asset Management Company for
HDFC Mutual Fund by Securities and Exchange Board
of India (SEBI) vide its letter dated July 3, 2000. HDFC
Trustee Company Limited (‘the Trustee’) has appointed
the Companytoactastheinvestment manager of HDFC
Mutual Fund.

The Companyisalsoregistered under the SEBI (Portfolio
Managers) Regulations, 1993 and provides Portfolio
Management Services.

As at March 31, 2021, Housing Development Finance
Corporation Limited, the holding Company owned
52.68% of the Company's equity share capital.

The equity shares of the Company have been listed
on National Stock Exchange of India Limited and BSE
Limited since August 06, 2018.

Basis of preparation and recent accounting
developments

Basis of preparation

a) Statement of compliance
These financial statements have been prepared
and presented on going concern basis and in
accordance with the Indian Accounting Standards
(Ind AS) as per the Companies (Indian Accounting
Standards) Rules, 2015 notified under Section 133
of the Companies Act, 2013, (the ‘Act’) and other
relevant provisions of the Act, as amended from
time to time.

Thefinancial statements were approved forissue by
the Company’s Board of Directors on April 27,2021.

Details of the Company's accounting policies are
included in Note 3.

b) Presentation of financial statements
The Company presents its balance sheet in order
of liquidity. An analysis regarding recovery or

c)

d)

e)

settlement within 12 months after the reporting
date and more than 12 months after the reporting
dateis presentedin Note 37.

Functional and presentation currency

Indian Rupee (%) is the Company’s functional
currency and the currency of the primary economic
environment in which the Company operates.
Accordingly, the management has determined
that financial statements are presented in Indian
Rupees (). Allamounts have been rounded-off to
the nearest Crore up to two decimal places, unless
otherwise indicated.

Basis of measurement

The financial statements have been prepared on
the historical cost basis except for the following
items:

Items Measurement basis

Certain financial Fair value
instruments (as explained
in the accounting policies

below)

Net defined benefit (asset)/ Fair value of plan assets less
liability present value of defined
benefit obligations

Equity settled share based
payments

Fair value of the options
granted as on the grant date

Use of estimates and judgements

In preparing these financial statements,
management has made judgements, estimates
and assumptions that affect the application of
accounting policies and the reported amounts of
assets, liabilities, revenue and expenses. Actual
results may differ from these estimates.

The Management believes that these estimates
are prudent and reasonable and are based upon
the Management's best knowledge of current
events and actions as on the reporting date.
Actual results could differ from these estimates
and differences between actual results and
estimates are recognised in the periods in which
the results/actions are known or materialised.
Revisions to accounting estimates are recognised
prospectively.
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Notes to financial statements

for the year ended March 31, 2021
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f)

Assumptions and estimation uncertainties
Information about critical judgements, assumptions
and estimation uncertainties that have a significant
risk of resulting in a material adjustment is included
in the following notes:

« Note 3.3 (A) (iii) and 11— estimates of useful
lives and residual value of Property, Plant and
Equipment, and other intangible assets;

« Note 11-impairmenttest of non-financialassets:
keyassumptionsunderlyingrecoverableamounts
including the recoverability of expenditure on
intangible assets;

« Note 24 — measurement of defined benefit
obligations: key actuarial assumptions;

« Note 25 -Share based payments;
« Note 26 —recognition of deferred tax assets;

« Note 31 — recognition and measurement of
provisions and contingencies; key assumptions
about thelikelihood and magnitude of an outflow
of resources, if any;

« Note 36 —Financialinstruments —Fair values, risk
management and impairment of financial assets;

» Note 39 — estimation uncertainty relating to the
global health pandemic

Measurement of fair values

A number of the Company'’s accounting policies
and disclosures require the measurement of fair
values, for both financial and non-financial assets
and liabilities.

The Company hasanestablished controlframework
with respect to the measurement of fair values.
Measurement of fair values includes determining
appropriate valuation techniques.

The objective of valuation techniquesistoarrive at
afairvalue measurementthatreflectsthepricethat
wouldbereceivedon sale ofasset orpaidto transfer
the liability in an orderly transaction between
market participants at the measurement date.

Valuation models that employ significant
unobservable inputs require a higher degree of
judgement and estimation in the determination of
fair value. Judgement and estimation are usually

YOUR TRUST. OUR BENCHMARK.

required for selection of the appropriate valuation
methodology, determination of expected future
cash flows on the financialinstrument being valued,
determination of probability of counterparty
default and selection of appropriate discount rates.

The management regularly reviews significant
unobservable inputs and valuation adjustments.

Fair values are categorised into different levelsin a
fair value hierarchy based on the inputs usedin the
valuation techniques.

When measuring the fair value of an asset or a
liability, the Company uses observable market data
asfaras possible. If theinputs used to measure the
fair value of an asset or a liability fall into different
levels of the fair value hierarchy, then the fair
value measurement is categorised in its entirety
in the same level of the fair value hierarchy as the
lowest level input that is significant to the entire
measurement.

The Company recognises transfers between levels
ofthefairvalue hierarchy atthe end of thereporting
period during which the change has occurred.

Further information about the assumptions made
in measuring fair values is included in the following
notes:

» Note 25—Share based payment

« Note 36 —Financial instruments - Fair values and
risk management

2.2 Recent Accounting Developments:

Standards issued but not yet effective

Ministry of Corporate Affairs (‘"MCA’) notifies new
standard or amendments to the existing standards.
There is no such notification on accounting standards
which would have been applicable from April 01, 2021.

Significant Accounting Policies
Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, call
depositsand other short-term, highly liquidinvestments
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 change in value.
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Notes to financial statements

for the year ended March 31, 2021

3.2 Financial Instruments

(i

(ii)

Recognition and initial measurement

All financial assets and financial liabilities are
initially recognised when the Company becomes
a party to the contractual provisions of the
instrument.

A financial asset or financial liability which is not
recognised at Fair Value Through Profit and Loss,
is initially measured at fair value plus transaction
coststhataredirectly attributable toits acquisition
orissue.

Classification, subsequent measurement, gains
and losses

Financial assets
On initial recognition, a financial asset is classified
and measured at

« Amortised Cost;

« Fair Value Through Other Comprehensive
Income (FVOCI); or

« Fair Value Through Profit and Loss (FVTPL).

Financial assets are not reclassified subsequent to
their initial recognition, except if and in the period
the Company changes its business model for
managing financial assets.

A financial asset is measured at amortised costifit
meets both of the following conditions and is not
designatedasat FVTPL:

« the asset is held within a business model whose
objective is to hold assets to collect contractual
cash flows; and

« the contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the
principalamount outstanding.

A financial asset is measured at FVOCI if it meets
both of the following conditions and is not
designatedasat FVTPL:

« the asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling financial
assets; and

« the contractual terms of the financial asset give
rise on specified dates to cash flows that are
solely payments of principal and interest on the
principal amount outstanding.

However, on initial recognition of an equity
investment that is not held for trading, the
Company may irrevocably elect to present
subsequent changes in the investment's fair value
in Other Comprehensive Income (OCIl) (designated
as FVOCI - equity investment). This election is
made on an investment-by-investment basis.

All financial assets not classified and measured at
amortised cost or FVOCI as described above are
measured at FVTPL. On initial recognition, the
Company may irrevocably designate a financial
asset as at FVTPL that otherwise meets the
requirements to be measured at amortised cost
or at FVOCI, if doing so eliminates or significantly
reduces an accounting mismatch that would
otherwise arise.

Assessment whether contractual cash flows are
solely payments of principal and interest (SPPI)
For the purposes of this assessment, ‘principal’
is defined as the fair value of the financial asset
on initial recognition. ‘'Interest’ is defined as
consideration for the time value of money and
for the credit risk associated with the principal
amount outstanding during a particular period of
time and for other basiclendingrisks and costs (e.g.
liquidity risk and administrative costs), as well as a
profit margin.

In assessing whether the contractual cash flows
are solely payments of principal and interest, the
Company considers the contractual terms of the
instrument. This includes assessing whether the
financial asset contains a contractual term that
could change the timing or amount of contractual
cash flows such that it would not meet this
condition.Inmaking thisassessment, the Company
considers:

« contingent eventsthat would change theamount
or timing of cash flows;

« terms that may adjust the contractual coupon
rate, including variable interest rate features;

« prepayment and extension features; and
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(iii)

« terms that limit the Company's claim to cash
flows from specified assets.

Financial assets: Subsequent measurement and
gains and losses

Financial These assets are subsequently measured

assets at at amortised cost using the effective

amortised  interest rate method. The amortised cost

cost is reduced by impairment losses. Interest
income, foreign exchange gains and losses
and impairment losses are recognised in
the Statement of Profit and Loss. Any gain
or loss on derecognition is recognised in the
Statement of Profit and Loss.

Debt These assets are subsequently measured

investments at fair value. Interest income under effective

measured at interest method, foreign exchange gains and

FVOCI losses and impairment losses are recognised
inthe Statement of Profitand Loss. Other net
gains and losses are recognised in OCI. On
derecognition, gains and losses accumulated
in OCI are reclassified to the Statement of
Profit and Loss.

Equity These assets are subsequently measured

investments at fair value. Dividends are recognised as

at FVOCI income in the Statement of Profit and Loss
unless the dividend clearly represents
a recovery of part of the cost of the
investment. Other net gains and losses are
recognised in OCl and are not reclassified to
Statement of Profit or Loss.

Financial
assets at
FVTPL

These assets are subsequently measured at
fair value. Net gains and losses, any interest
or dividend income, are recognised and are
presented separately in the Statement of
Profit and Loss

Financial liabilities: Classification, subsequent
measurement, gains and losses

Financial liabilities are subsequently measured
at amortised cost using the effective interest
method. Interest expense and foreign exchange
gainsandlosses arerecognisedinthe Statement of
Profitand Loss. Any gain orloss on derecognitionis
alsorecognisedinthe Statement of Profitand Loss.

Derecognition

Financial assets

The Company derecognises a financial asset when
the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to
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(iv)

receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards
of ownership of the financial asset are transferred
or in which the Company neither transfers nor
retains substantially all of the risks and rewards
of ownership and does not retain control of the
financial asset.

If the Company enters into transactions whereby
it transfers assets recognised on its balance
sheet, but retains either all or substantially all of
therisks and rewards of the transferred assets, the
transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability
when its contractual obligations are discharged or
cancelled, or expire.

Impairment of financial instruments

The Company recognises loss allowances using the
expected credit loss (ECL) model for the financial
assetswhicharenotclassified as Fair Value Through
Profit and Loss or Equity investments at FVOCI.
Expected credit losses are measured at anamount
equaltothe 12-month ECL, unless there hasbeena
significantincreasein creditrisk or the assets have
become credit impaired from initial recognition in
which case, those are measured at lifetime ECL.
The amount of expected credit losses (or reversal)
that is required to adjust the loss allowance at the
reporting dateis recognised as animpairment gain
orloss in the Statement of Profit and Loss.

Measurement of expected credit losses

Expected credit losses are a probability-weighted
estimate of credit losses. Credit losses are
measured as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to
the Company in accordance with the contract
and the cash flows which the Company expects
to receive).

Presentation of allowance for expected credit
losses in the balance sheet

Loss allowances for financial assets measured
at amortised cost are deducted from the gross
carrying amount of the assets.
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(v)

3.3 (A)

(ii)

(iii)

Write off

The gross carrying amount of a financial asset is
written off (either partially or in full) to the extent
that thereis norealistic prospect of recovery. This
isgenerally the case whenthe Company determines
that the counter party does not have assets or
sources ofincome that could generate cash flows to
repay the amounts. However, financial assets that
are written off could still be subject to enforcement
activities in order to comply with the Company’s
procedures for recovery of amounts due.

Off-setting financial instruments

Financial assets andliabilities are offset and the net
amount is presented in the balance sheet where
there is a legally enforceable right to offset the
recognised amounts and there is an intention to
settle on a net basis or realise the asset and settle
the liability simultaneously.

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are
measured at cost, less accumulated depreciation
and accumulated impairment losses, if any.

Cost of an item of property, plant and equipment
comprisesits purchase price (after deducting trade
discounts andrebates) includingimport duties and
non-refundable taxes, any directly attributable
costofbringingtheitemtoits working condition for
itsintended use and estimated costs of dismantling
and removing the item and restoring the site on
whichitislocated.

Subsequent expenditure

Subsequent expenditure is capitalised only if it
is probable that the future economic benefits
associated with the expenditure will flow to
the Company and the cost of the item can be
measured reliably.

Depreciation

Depreciation on property, plant and equipment
is provided on straight-line basis as per the
estimated useful life and in the manner prescribed
in Schedule Il of the Companies Act, 2013 except
for certain assets.

(iv)

(B)

Following is the summary of useful lives of the
assets as per management’s estimate and as
required by the Companies Act, 2013 except assets
individually costingless than Rupees five thousand
which are fully depreciatedin the year of purchase/
acquisition.

Useful Life (no. of years)

Class of property, plant and As per the Asper
equipment Companies management’s
Act, 2013 estimate
Buildings* 60 50
Computer Equipment:
Server and Network* 6 4
Others 3 3
Furniture and Fixtures* 10 7
Electrical Installations* 10 7
Office EQuipment 5 5
Vehicles* 8 4
Improvement of Rented Not Over the
Premises specified lease term
or 5 years,
whichever is
less

*Based on technical advice, management is of the opinion
that the useful lives of these assets reflect the period over
which they are expected to be used.

Depreciation method, useful lives and residual
values are reviewed at each financial year end and
adjusted, if required.

Depreciation on additions/disposalsis provided on
a pro- rata basis i.e. from/up to the date on which
asset is ready to use/disposed off.

Derecognition

The costandrelated accumulated depreciationare
eliminated from the financial statements uponsale
or retirement of the asset and the resultant gains
or losses are recognised in the Statement of Profit
and Loss. Assets to be disposed off are reported at
the lower of the carrying value or the fair value less
costtosell.

Goodwill

Goodwill was generated on acquisition of rights to
operate, administer and manage the schemes of
erstwhile Morgan Stanley Mutual Fund. Goodwill
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is not amortised but is tested for impairment
annually or more frequently if events or changesin
circumstances indicate that it might be impaired,
andis carried at cost less accumulated impairment
losses, if any.

Otherintangible assets

Other intangible assets including computer
software are measured at cost and recognised if
it is probable that the expected future economic
benefits that are attributable to the asset will
flow to the entity and the cost of the asset can be
measuredreliably. Such otherintangible assets are
subsequently measured at cost less accumulated
amortisation and any accumulated impairment
losses.

(i) Subsequent expenditure
Subsequent expenditure is capitalised only
whenitincreasesthe future economicbenefits
embodied in the specific asset to which it
relates. All other expenditure is recognised in
the Statement of Profit and Loss as incurred.

Amortisation

Amortisation is calculated to write off the
cost of intangible assets less their estimated
residual values over their estimated useful
lives using the straight-line method, and is
included in depreciation and amortisation in
the Statement of Profit and Loss. Computer
Software is being amortised over a period of
3 years.

Amortisation method, useful lives and residual
values arereviewed at the end of each financial
year and adjusted, if required.
(iii) Derecognition
Intangible assets are derecognisedondisposal
or when no future economic benefits are
expectedtoarisefromits continuoususe, and
theresultant gains or losses are recognisedin
the Statement of Profit and Loss.

YOUR TRUST. OUR BENCHMARK.

3.4 Impairment of non-financial assets

3.5

The Company's non-financial assets, other than
deferred tax assets, are reviewed at each reporting
date to determine whether there is any indication of
impairment. If any such indication exists, then the
asset's recoverable amountis estimated.

The recoverable amount of goodwill is the higher of its
valueinuseandits fair value. Valueinuseis based onthe
estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific toit.

An impairment loss is recognised if the carrying
amount of an asset or goodwill exceeds its estimated
recoverable amount. Impairment losses are recognised
in the Statement of Profit and Loss.

An impairment loss in respect of goodwill is not
subsequently reversed. In respect of other assets
for which impairment loss has been recognised in
prior periods, the Company reviews at each reporting
date whether there is any indication that the loss has
decreased or no longer exists. An impairment loss is
reversediftherehasbeenachangeinthe estimatesused
todetermine therecoverable amount. Suchareversalis
made only to the extent that the asset's carryingamount
does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation,
if noimpairment loss had been recognised.

Revenue recognition

() Rendering of services
The Company recognises revenue from contracts
with customers based on a five step model as set
out in Ind AS 115 — Revenue from Contracts with
Customers, to determine when to recognise
revenue and at what amount.

Revenue is measured based on the consideration
specified in the contract with a customer. Revenue
from contracts with customersisrecognised when
services are provided and it is highly probable that
a significant reversal of revenue is not expected
to occur.

Ifthe consideration promisedinacontractincludes
a variable amount, the Company estimates the
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amount of consideration to which it willbe entitled (i) Recognition of dividend income, interest income or
in exchange for rendering the promised services to expense, gains and losses from financial instruments
a customer. The amount of consideration can vary Dividendincomeisrecognisedinthe Statement of Profit
because of discounts, rebates, refunds, credits, and Loss on the date on which the Company'’s right to
price concessions, incentives, performance receive dividend is established.
bonuses, or other similar items. The promised . . . .
. . . . Interest income or expense is recognised using the
consideration canalsovary ifan entitlement to the o
. L . effective interest rate method.
consideration is contingent on the occurrence or
non-occurrence of a future event. The 'effective interest rate’ is the rate that exactly
discounts estimated future cash payments or receipts
Nature of services through the expected life of the financial instrument to:
The Company principally generatesrevenue by providing . .
- « thegross carryingamount of the financial asset; or
asset management services to HDFC Mutual fund and 9 ying
other clients. « theamortised cost of the financial liability.
Servi Nature, timing of satisfaction of performance Incalculatinginterestincome and expense, the effective
ervices . M . . . . . .
obligations and significant payment terms interest rate is applied to the carrying amount of the
Investment The Company has been appointed as the asset (when the asset is not credit-impaired) or to the
Management  investmentmanagerto HDFC Mutual Fund. The amortised cost of the liability. However, for financial
Services Company receives investment management assets that have become credit-impaired subsequent
fees from the mutual fund which is charged as to initial recognition, interest income is calculated by
a percent of the Assets Under Management . - .
: ; ; applying the effective interest rate to the amortised
(AUM) and is recognised on accrual basis. The fthefi ial IFth X | X
maximum amount of management fee that f:ostg the financial asset. : t ea.ssetls n(l) onger credit-
can be charged is subject to applicable SEBI impaired, then the calculation ofinterestincomereverts
regulations. to the gross basis.
The contract includes a single performance Interest income/expense on financial instruments at
obligation (series of distinct services) that FVTPLisnotincludedin fair value changes but presented
is satisfied over time and the inyestment separately.
management fees earned are considered as
variable consideration. The realised gains/losses from financial instruments at
Portfolio The Company provides portfolio management FVTPL represt?nts the f:ilfference between the. call’rylng
Management  services and advisory services to its clients amount of a financial instrument at the beginning of
and Advisory  wherein a separate agreement is entered the reporting period, or the transaction price if it was
Services into with each client. The Company earns purchased in the current reporting period, and its
management fees which is generally charged settlement price.
as a percent of the Assets Under Management
(AUM) and is recognised on accrual basis. The The unrealised gains/losses represents the difference
Company, in certain instances also has a right between the carrying amount of a financial instrument
to charge performance fee to the clients if at the beginning of the period, or the transaction price
the portfolio achieves a particular level of if it was purchased in the current reporting period, and
performance as mentioned in the agreement its carryingamount at the end of the reporting period
with the client, to the extent permissible under ying P gp !
applicable regulations. Generally, no upfront L
fee s charged to the clients. 3.6 Scheme expenses & commission

The contracts include a single performance
obligation (series of distinct services) that
is satisfied over time and the management
fees and/or the performance fees earned are
considered as variable consideration.

Certain scheme related expenses and commission paid
to distributors were being borne by the Company till
October 22, 2018. These expenses had been charged
in accordance with applicable circulars and guidelines
issued by SEBI and Association of Mutual Funds in India
(AMFI) and had been presented under the respective
expense heads in the Statement of Profit and Loss.
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Any brokerage or commission paid by the Company in
line with the applicable regulations is being amortised
over the contractual period.

Pursuant to circulars issued by SEBI in this regard, with
effect from October 22, 2018, all of these expenses,
subject to certain minor exceptions, are being borne by
the respective schemes.

New Fund Offer (NFO) expenses on the launch of
schemes are borne by the Company and recognised in
the Statement of Profit and Loss as and when incurred.

Employee benefits

(i

(ii)

(iii)

Short-term employee benefits

Short-term employee benefit obligations are
measured on an undiscounted basis and are
expensed as the related service is provided.
A liability is recognised for the amount expected
to be paid, if the Company has a present legal
or constructive obligation to pay this amount
as a result of past service provided by the
employee, and the amount of obligation can be
estimatedreliably.

Share-based payment transactions

The Employee Stock Option Scheme provides
for the grant of options to acquire equity shares
of the Company to its employees and certain
directors. The period of vesting and period of
exercise are as specified within the schemes. The
fair value at grant date of equity settled share-
based payment options granted to employees
is recognised as an employee benefit expense,
with a corresponding increase in equity, over the
period that the employees unconditionallybecome
entitled to the options. The amount recognised as
expense is based on the estimate of the number
of options for which the related service conditions
are expected to be met, such that the amount
ultimately recognisedasanexpenseisbasedonthe
number of options that do meet the related service
conditions at the vesting date. Such compensation
cost is amortised over the vesting period of the
respective tranches of such grant.

Defined contribution plans

A defined contribution plan is a post-employment
benefit plan under which the Company pays fixed
contributions into an account with a separate
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(iv)

entity and has no legal or constructive obligation
to pay further amounts. The Company makes
specified periodic contributions to the credit of the
employees’account with the Employees’ Provident
Fund Organisation. Obligations for contributions
to defined contribution plans are recognised as
an employee benefit expense in the Statement
of Profit and Loss in the periods during which the
related services are rendered by employees.

Defined benefit plans

Gratuity

Adefined benefit planisapost-employment benefit
plan other than a defined contribution plan. The
Company's net obligationinrespect of the defined
benefit planis calculated by estimating the amount
of future benefit that employees have earnedinthe
currentand prior periods, discounting thatamount
and deducting the fair value of any plan assets.

The calculation of the defined benefit obligation
is performed periodically by a qualified actuary
using the projected unit credit method. When
the calculation results in a potential asset for the
Company, the recognised asset is limited to the
present value of economic benefits available in
the form of any future refunds from the plan or
reductionsin future contributions to the plan (‘the
asset ceiling’). In order to calculate the present
value of economic benefits, consideration is given
to any minimum funding requirements.

Remeasurement of the net defined benefitliability,
which comprise actuarial gains and losses, the
return on plan assets (excluding interest) and
the effect of the asset ceiling (if any, excluding
interest), are recognised in Other Comprehensive
Income. The Company determines the netinterest
expense/income onthe netdefinedbenefitliability/
asset for the period by applying the discount rate
used to measure the defined benefit obligation at
the beginning of the annual period to the then-net
defined benefit liability/asset, taking into account
any changes in the net defined benefit liability/
asset during the period as a result of contributions
and benefit payments. Net interest expense and
other expensesrelatedto defined benefit plansare
recognised in the Statement of Profit and Loss.
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When the benefits of a plan are changed or when a
planis curtailed, the resultingchangeinbenefit that
relates to past service (‘past service cost’ or ‘past
service gain’) or the gain or loss on curtailment is
recognised immediately in the Statement of Profit
and Loss. The Company recognises gains and
losses on the settlement of a defined benefit plan
when the settlement occurs.
(v) Otherlong-term employee benefits
The Company's net obligation in respect of
long-term employee benefits other than post-
employment benefits, which do not fall due wholly
within 12 months after the end of the period in
which the employees render the related services,
is the amount of future benefit that employees
have earnedinreturnfortheir serviceinthe current
and prior periods; that benefit is discounted to
determine its present value, and the fair value of
any related assets is deducted. The obligation is
measured on the basis of anindependent actuarial
valuation using the projected unit credit method.
Remeasurements gains orlosses arerecognised as
profit or loss in the period in which they arise.

3.8 Provisions (other than for employee benefits),

contingent liabilities, contingent assets and
commitments

Aprovisionisrecognisedif,asaresult ofapastevent, the
Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle
the obligation. Provisions are determined by discounting
the expected future cash flows (representing the
best estimate of the expenditure required to settle
the present obligation at the balance sheet date) at a
pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the
liability. The unwinding of the discount is recognised as
finance cost. Expected future operating losses are not
provided for.

Contingent liabilities are disclosed when there is
a possible obligation arising from past events, the
existence of which will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the
Company or a present obligation that arises from past

3.9

events where itis either not probable that an outflow of
resources will be required to settle the obligation or a
reliable estimate of the amount cannot be made.

A contingent asset is not recognised but disclosed in
the financial statements where an inflow of economic
benefitis probable.

Commitments includes the amount of purchase order
(net of advance) issued to counterparties for supplying/
development of assets and amounts pertaining to
Investments which have been committed but not
called for.

Provisions, contingent assets, contingent liabilities and
commitments are reviewed at each balance sheet date.

Leases

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

As alessee

The Company leases some office premises. The
Company recognises Right-of-Use (ROU) and lease
liabilities for these leases i.e. these leases are on-
balance sheet.

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date and is discounted using the
Company's incremental borrowing rate. Since the
Company does not have any debts, the Company's
incremental borrowing rate has been determined
based on the risk-free rate which is adjusted for the
financial spread based on the credit spread of the
holding Company.

Certainleasesinclude lease and non-lease components,
which are accounted for as one single lease component.
Occupancy lease agreements, in addition to contractual
rent payments, generally include additional payments
for certain costs incurred by the landlord, such as
maintenance expenses and utilities. To the extent these
are fixed or determinable, they are included as part of
the lease payments used to measure the lease liability.

The ROU asset is initially measured at cost, which
comprises of theinitialmeasurement of the lease liability
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adjusted for any lease payments made at or before the
commencementdate, lessanyleaseincentives received,;
plus any initial direct costs incurred and an estimate of
costs to dismantle and remove the underlying asset or
torestore the underlying asset or the site on whichitis
located. The ROU assets are subsequently depreciated
usingthe straight-line method fromthe commencement
date to the end of the lease term.

Leases may include options to extend, terminate the
lease which are included in the ROU Assets and Lease
Liability when they are reasonably certain of exercise.

The lease liability is remeasured when there is a change
in one of the following:

» the Company's estimate of theamount expected tobe
payable under aresidual value guarantee, or

« the Company's assessment of whether it will exercise
a purchase, extension, or termination option or

« ifthereisamodificationinthe lease.

When the lease liability is remeasured, a corresponding
adjustment is made to the carrying amount of the ROU
asset, or is recorded in the Statement of Profit and
Loss if the carrying amount of the ROU asset has been
reduced to nil.

As alessor

When the Company is the lessor, the lease is classified
as either afinance lease or an operating lease. A finance
lease is a lease which confers substantially all the risks
and rewards of the leased assets on the lessee. An
operating lease is a lease where substantially all of the
risks and rewards of the leased asset remain with the
lessor.

Amounts due from lessees under finance leases
are recorded as receivables. Finance lease income
is allocated to accounting periods so as to reflect a
constant periodic rate of return on the net investment
outstandinginrespect of the lease.

Income Tax

Income tax comprises of current and deferred tax. It is
recognised in the Statement of Profit and Loss except
to the extent that it relates to a business combination
or to an item recognised directly in equity or in Other
Comprehensive Income.

YOUR TRUST. OUR BENCHMARK.
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(ii)

Current tax

Currenttax comprises the expected tax payable or
receivableonthetaxableincomeorlossfortheyear
and any adjustment to the tax payable orreceivable
inrespect of previous years. The amount of current
tax reflects the best estimate of the tax amount
expected to be paid or received after considering
the uncertainty, if any, related to income taxes. It
is measured using tax rates (and tax laws) enacted
or substantively enacted by the reporting date.

Current tax assets and current tax liabilities are
offset only if there is a legally enforceable right to
set-off the recognised amounts, and it is intended
to realise the asset and settle the liability on a net
basis or simultaneously.

Deferred tax

Deferredtaxisrecognisedinrespect of temporary
differences between the carrying amounts
of assets and liabilities for financial reporting
purposes and the correspondingamounts used for
taxation purposes. Deferred taxis also recognised
in respect of carried forward tax losses and tax
credits, ifany

Deferred taxis not recognised for:

« temporary differences arising on the initial
recognition of assets or liabilities in a transaction
that is not a business combination and that
affects neither accounting nor taxable profit or
loss at the time of the transaction;

« taxable temporary differences arising on the
initial recognition of goodwill.

Deferred tax assets are recognised to the extent
that it is probable that future taxable profits will
be available against which they can be used. The
existence of unused tax losses is strong evidence
that future taxable profit may not be available.
Therefore, in case of losses, the Company
recognises a deferred tax asset only to the extent
thatit has sufficient taxable temporary differences
orthereis other convincing evidence that sufficient
taxable profit will be available against which such
deferred tax asset can be realised. Deferred tax
assets—unrecognised orrecognised, are reviewed
ateachreportingdate and arerecognised/reduced
tothe extentthatitis probable/nolonger probable
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respectively that the related tax benefit will
be realised.

Deferred tax is measured at the tax rates that are
expected to apply to the period when the asset is
realised or the liability is settled, based on the laws
that have been enacted or substantively enacted
by the reporting date.

The measurement of deferred tax reflects the tax
consequences that would follow from the manner
in which the Company expects, at the reporting
date, to recover or settle the carrying amount of
its assets and liabilities.

Deferredtaxassets andliabilities are offsetif there
is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income
taxes levied by the same tax authority.

3.11 Operating Segments

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision maker (CODM). The CODM's
functionistoallocate the resources of the Company and
assess the performance of the operating segments of
the Company.

3.12 Earnings per share (EPS)

The basic earnings per share is computed by dividing
profit after tax attributable to the equity shareholders
by the weighted average number of equity shares
outstanding during the reporting period.

The diluted earnings per share is computed by dividing
profit after tax attributable to the equity shareholders
by the weighted average number of equity shares
outstanding plus the weighted average number of equity
shares that would be issued on the conversion of all the
dilutive potential ordinary shares into ordinary shares.

The number of equity shares used in computing
diluted earnings per share comprises the weighted
average number of shares considered for deriving basic
earnings per share and also weighted average number
of equity shares which would have been issued on the
conversion of all dilutive potential shares, unless they
are anti-dilutive.

3.13 Tradereceivables

Trade receivables are initially recognised at fair value.
Subsequently, these assets are held at amortised cost,
using the effective interestrate method (where the time
value of money is significant) net of any expected credit
losses.

3.14 Trade payables

These amounts represent liabilities for goods and
services provided to the Company prior to the end
of financial year which are unpaid. Trade payables are
presented as financial liabilities. They are recognised
initially at their fair value, net of transaction costs,
and subsequently measured at amortised cost using
the effective interest method where the time value of
money is significant.

3.15 Dividends on equity shares

The Company recognises a liability to make cash
distributions to equity shareholders when the
distribution is authorised and the distribution is no
longer at the discretion of the Company. As per the
corporate laws in India, a distribution is authorised
whenitis approvedby the shareholders exceptin case of
interim dividend. A correspondingamountisrecognised
directly in equity.
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Note 4 Cash and Cash Equivalents

3 (in Crore)
Particulars LSEE Asat
March 31, 2021 March 31,2020
Balances with Banks 1.68 26.64
Total 1.68 26.64
Note 5 Bank Balance other than Cash and Cash Equivalents
3 (in Crore)
Particulars U Asat
March 31,2021 March 31,2020
Other Bank Balances
- Fixed Deposit with Bank (security against bank guarantee) 0.13 0.13
Earmarked Balances with Banks
- Unclaimed Equity Dividend 0.45 0.19
- Withheld Brokerage 0.09 0.14
Total 0.67 0.46
Note 6 Trade Receivables*
(Considered good - Unsecured)
3 (in Crore)
Particulars S Asat
March 31,2021 March 31,2020
Investment Management Fee Receivable 76.13 57.03
Portfolio Management Fee and Other Advisory Services Fee Receivable 3.78 3.56
Total 79.91 60.59
Note 7 Other Receivables*
(Considered good - Unsecured)
% (in Crore)
Particulars LSEE Asat
March 31,2021 March 31,2020
Related Parties (see note 27) - -
Other than Related Parties 3.85 3.99
Total 3.85 3.99

* No debts are due from directors or other officers or any of them either severally or jointly with any other person. No debts are due from firms, Limited
Liability Partnerships or private companies in which any director is a partner or a director oramember.
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Note 8 Investments
3 (in Crore)
As at March 31,2021 As at March 31,2020
:l:;. Particulars Amortci:soes: At F:Ii:x::;: Amortci:s;: . F:'::iauhgl: Total
Profitand Loss Profitand Loss
(2) (1) (2) (3=1+2)
1 Mutual Funds = 4,158.41 4,158.41 - 3,334.49 3,334.49
2 Debt Securities 490.13 32.01 522.14 494.55 31.50 526.05
3 Equity Instruments = 0.63 0.63 - 0.36 0.36
4 Preference Shares - - - 70.00 - 70.00
5 Alternative Investment Funds - 61.43 61.43 - 42.41 42.41
6 Venture Capital Fund - 10.64 10.64 - 11.20 11.20
Total Gross Investments (A) 490.13 4,263.12 4,753.25 564.55 3,419.96 3,984.51
7 (i) Investments outside India - - - - - -
(ii) Investments in India 490.13 4,263.12 4,753.25 564.55 3,419.96 3,984.51
Total (B) 490.13 4,263.12 4,753.25 564.55 3,419.96 3,984.51
Less: Allowance for Impairment (C) - - - 40.00 - 40.00
Total Net Investments (D=A-C) 490.13 4,263.12 4,753.25 524.55 3,419.96 3,944.51
Note 9 Other Financial Assets
% (in Crore)
Particulars Roet: Asat
March 31,2021 March 31,2020
Interest accrued on Fixed Deposits 0.00 0.00
Interest accrued on Investments 18.88 15.92
Security Deposits 13.47 14.03
Total 32.35 29.95
Note 10 Deferred Tax Assets (net) (see note 26)
3 (in Crore)
Particulars Leeid Asat
March 31, 2021 March 31,2020
Deferred Tax Asset - 49.18
Deferred Tax Liability - (27.51)
- 21.67

Total
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ﬁ FINANCIAL
NOTES TO FINANCIAL STATEMENTS STATEMENTS

Notes to financial statements

for the year ended March 31, 2021

Note 12 Other Non-Financial Assets
(Considered good — Unsecured)

3 (in Crore)
Particulars LS Asat
March 31, 2021 March 31,2020
Capital Advances 0.47 0.58
Prepaid Expenses
- Related Parties (see note 27) 13.78 2.04
- Others 13.57 16.00
27.35 18.04
Goods & Services Tax Credit Receivable 7.97 8.11
Other Receivable — Others
- Related Parties (see note 27) 0.70 0.04
- Others 0.81 0.34
1.51 0.38
Total 37.30 27.11
Note 13 Trade Payables
% (in Crore)
Particulars L Asat
March 31, 2021 March 31,2020
Outstanding dues of Small Enterprises and Micro Enterprises - -
QOutstanding dues of creditors other than Small Enterprises and Micro Enterprises 42.11 46.73
Total 42.11 46.73
Note 14 Other Financial Liabilities
3 (in Crore)
Particulars X Asat
March 31,2021 March 31,2020
Employee Benefits 61.02 52.43
Other Dues 6.88 8.07
Unclaimed Equity Dividend 0.45 0.19
Lease Liability 119.55 117.68
Total 187.90 178.37
Note 15 Provisions
3 (in Crore)
Particulars LSEE Asat
March 31, 2021 March 31,2020
Provision for Employee Benefits (Compensated absences & Leave encashment) 7.88 7.25
Total 7.88 7.25
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Note 16 Deferred Tax Liabilities (net) (see note 26)

3 (in Crore)
Particulars Heet Asat
March 31, 2021 March 31,2020
Deferred Tax Asset (41.57) -
Deferred Tax Liability 73.70 -
Total 32.13 -
Note 17 Other Non-Financial Liabilities
% (in Crore)
Particulars (SELE Asat
March 31, 2021 March 31,2020
Statutory Dues 38.70 35.39
Employee Benefits 5.46 7.66
Total 44.16 43.05
Note 18 Share Capital
3 (in Crore)
Particulars LBE Asat
March 31, 2021 March 31,2020
Authorised
60,00,00,000 Equity Shares of ¥ 5 each (Previous Year: 60,00,00,000 Equity Shares of ¥ 5 each) 300.00 300.00
5,00,00,000 Redeemable, Cumulative Non-Convertible Preference Shares of ¥ 10 each 50.00 50.00
(Previous Year: 5,00,00,000 Redeemable, Cumulative Non-Convertible Preference Shares of ¥ 10 each)
Total 350.00 350.00
Issued, Subscribed and Paid-up
21,29,54,202 Equity Shares of T 5 each (Previous Year: 21,28,03,325 Equity Shares of ¥ 5 each), 106.48 106.40
fully paid up
Total 106.48 106.40
a) MovementinEquity Share Capital during the year:
% (in Crore)

March 31,2020

Particulars e OfSE:::Z Share Capital No. OfSE:::Z Share Capital
Shares outstanding at the beginning of the year 21,28,03,325 106.40 21,25,73,210 106.29
(face value of ¥ 5 each)

Add: Shares issued during the year (face value of ¥ 5 each) 1,50,877 0.08 2,30,115 0.11
Shares outstanding at the end of the year 21,29,54,202 106.48 21,28,03,325 106.40

(face value of T 5 each)

b) Terms/Rights attached to Equity Shares

1. The Company had issued only one class of equity shares referred to as equity share having face value of ¥ 10 each
which was sub-divided to ¥ 5 each w.e.f. February 13, 2018. Each holder of equity shares is entitled to one vote

per share.

2. The holders of equity shares are entitled to dividends, if any, proposed by the board of directors and approved by

the Shareholders at the Annual General Meeting.

3. Inthe event of liquidation of the Company, the holders of equity shares will be entitled to receive any of the
remaining assets of the Company, after distribution of preferentialamount. However, no such preferentialamount
exists currently. The distribution will be in proportion to the number of equity shares held by the Shareholders.
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c) 11,21,79,830 equity shares of ¥ 5 each (Previous Year: 11,21,79,830 equity shares of ¥ 5 each) are held by Housing
Development Finance Corporation Limited (Holding Company).

d) Details of Holding Company and Shareholders holding more than 5 percent Share Capital of the Company:

As at March 31, 2021 As at March 31,2020

Name of the Shareholder No. of % of No. of % of
SpliEydieee Share Capital Equity Shares Share Capital
(Face Value 3 5) P (Face Value35) P
Housing Development Finance Corporation Limited 11,21,79,830 52.68 11,21,79,830 52.72
(Holding Company)
Standard Life Investments Limited 4,52,28,305 21.24 5,72,28,305 26.89

e) 16,74,998 equity shares of ¥ 5 each are reserved for issuance towards outstanding employee stock options.
f)  Nilequity shares (Previous Year: 7,85,400 equity shares of ¥ 10 each) were bought back during last five years.

g) No shares were allotted as fully paid-up ‘pursuant to any contract without payment being received in cash’ in last five
years.

h) 7,89,58,200 fully paid up equity shares of ¥ 10 each were issued by way of bonus shares during the period of five years
immediately preceding the reporting date.

Note 19 Nature and purpose of reserves

Share application pending allotment

Until the shares are allotted, the amount received is shown under the Share Application Money Pending Allotment.

Capital redemptionreserve

Whenever thereis abuy-back or redemption of share capital, the nominal value of the capitalis transferred to areserve called
Capital Redemption Reserve so as to retain the capital.

Securities premium

Securities Premiumis usedtorecord the premium (@amountreceived in excess of face value of equity shares) onissue of shares.
The reserve can be utilised only for limited purposes such as issuance of bonus shares in accordance with the provisions of
the Companies Act, 2013.

Generalreserve

Pursuant to the provisions of Companies Act, 1956, the Company had transferred a portion of the net profit of the Company
before declaring dividend, to general reserve. Mandatory transfer to general reserve is not required under the Companies
Act, 2013.

Share options outstanding account

The grant date fair value of equity-settled share-based payment transactions with employees and directors are recognisedin
the Statement of Profit and Loss with the corresponding credit to this account over the vesting period. The amounts recorded
in Share options outstandingaccount are transferred to securities premium upon exercise of stock options by the employees.
Retained earnings

Retained earnings are the profits that a Company has earned to date, less any dividends or other distributions paid to the
Shareholders, net of utilisation as permitted under applicable regulations.
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Note 20 Asset Management Services

3 (in Crore)

Particulars LIS REIEN Tl For the year ended
March 31, 2021 March 31,2020

Investment Management Fee 1,839.51 1,965.28
Portfolio Management Fee and Other Advisory Services Fee 13.02 37.97
Total 1,852.53 2,003.25
Note 21 Other Income

3 (in Crore)
Particulars (LI RETIIV .-l For the year ended

March 31,2021 March 31,2020

Income from Investments
Interest Income from Investments
- OnFinancial Assets measured at Amortised Cost 31.43 31.84
- OnFinancial Assets measured at Fair Value Through Profit and Loss = 25.29
Interest on deposit with Banks
- OnFinancial Assets measured at Amortised Cost 0.00 0.72
Net gain on Financial Instruments
- OnFinancial Assets measured at Amortised Cost 0.00 -
- OnFinancial Assets measured at Fair Value Through Profit and Loss 308.34 -
Dividend Income from Investments
- OnFinancial Assets measured at Amortised Cost 0.23 2.45
- OnFinancial Assets measured at Fair Value Through Profit and Loss 0.34 59.50
Total Income from Investments (A) 340.34 119.80
Others
Net gain/(loss) on derecognition of Property, Plant and Equipment 0.04 0.04
Net gain/(loss) on Foreign Exchange Transactions (0.18) 0.88
Other Interest Income 1.15 1.42
Miscellaneous Income 7.86 18.04
Total Others (B) 8.87 20.38
Total Other Income (A+B) 349.21 140.18
Note 22 Employee Benefits Expenses

3 (in Crore)

Particulars

Salaries, Allowances and Bonus
Contribution to Provident and Other Funds
Share Based Payments to Employees*
Staff Welfare and Training Expenses

Total

(LI CREILV -l For the year ended

March 31, 2021 March 31,2020
207.97 202.00

10.43 9.71

35 -

1.00 3.00

226.75 214.71

* Accounting for equity settled share based payment transaction (ESOPs) at fair value increases the non-cash component of Employee Benefits Expenses
andisreflectedin Share Options Outstanding Accountunder Other Equity. This balance of Share Options Outstanding Accountis transferredto Securities
Premium as and when the stock options are exercised by the employees and hence neutral to Equity of the Company.
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Note 23 Other Expenses
3 (in Crore)
Particulars LIS AL IL Y-l For the year ended
March 31, 2021 March 31,2020
Mutual Fund and New Fund Offer Expenses 4.02 5.74
Advertisement, Publicity and Business Promotion 14.99 26.88
Rent 0.36 0.29
Rates and Taxes 0.49 0.37
Electricity Charges 4.05 5.49
Office Cleaning and Security Cost 16.76 19.82
Repair and Maintenance 4.91 6.64
Communication Expenses 6.64 6.46
Printing, Stationery and Courier 7.90 12.50
Directors' Sitting Fees, Commission, allowances and expenses 3.56 3.63
Auditors Remuneration:
Audit Fee 0.24 0.21
Tax Audit Fee 0.03 0.03
Taxation Matters 0.16 0.22
Reimbursement of Expenses 0.01 0.01
Other Services 0.17 0.16
0.61 0.63
Legal and Professional Fees 5.72 13.74
Insurance Expenses 3.95 4.01
Travel and Conveyance 2.07 7.22
Subscription and Membership Fees 8.50 7.99
Qutsourced Services Cost 22.23 25.25
Donations 0.02 0.04
Corporate Social Responsibility expense as per Section 135 (5) of the Companies Act, 2013 (see note 33) 26.99 20.90
Net loss on Financial Instruments
- OnFinancial Assets classified at Fair Value Through Profit and Loss - 3.40
Software Expenses 15.95 10.50
KYC Expenses related to Mutual Fund Investors 2.58 4.15
Miscellaneous Expenses 3.69 9.78
Total 155.99 195.43

Note 24 Employee Benefits
a) Defined Contribution Plan

The Company hasrecognisedthe followingamountsinthe Statement of Profitand Loss, whichareincluded under Contributions
to Provident Fund:

X (in Crore)

LIS UREIELLEL M For the year ended
March 31, 2021 March 31,2020

Employer’s contribution to Provident Fund 6.09 6.34

Particulars
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b) Defined Benefit Plan - Gratuity

In accordance with the applicable Indian laws, the Company has a defined benefit plan which provides for gratuity payments.
The plan provides alump sum gratuity payment to eligible employees at retirement or termination of their employment, which

requires contributions to be made to a separately administered fund.

The fund is managed by a trust which is governed by the Board of Trustees. The Board of Trustees are responsible for the

administration of the plan assets and for the definition of the investment strategy.

The amounts are based on the respective employee's last drawn salary and the years of employment with the Company.
Liabilities in respect of the gratuity plan are determined by an actuarial valuation, based upon which the Company makes
annual contributions to the plan. The planis funded with a life insurance company in the form of a qualifying insurance policy.

The following tables summaries the components of net employee benefit expense recognisedin the Statement of Profit and

Loss, the funded status and amounts recognised in Balance Sheet.

(i) ChangesinPresent Value of the Defined Benefit Obligation

Z (in Crore)
Particulars e Asat
March 31, 2021 March 31,2020
Obligation as at beginning of the year 36.14 28.76
Current service cost 3.48 2.74
Interest cost 2.47 2.18
Benefits paid (4.96) (1.25)
Actuarial (gains)/losses on obligation — due to change in demographic assumptions 0.14 (0.70)
Actuarial (gains)/losses on obligation — due to change in financial assumptions (0.01) 3.64
Actuarial (gains)/losses on obligation — due to experience adjustments (0.06) 0.77
Obligation as at the end of the year 37.20 36.14
(ii) Changeinthe Fair Value of Plan Assets
% (in Crore)
Particulars LB Asat
March 31, 2021 March 31,2020
Fair Value of Plan Assets at the beginning of the year 29.05 25.51
Expected return on plan assets 1.98 1.94
Contributions by the Employer 7.09 3.25
Benefit Paid from the Fund (4.96) (1.25)
Actuarial gain/(loss) on plan assets (0.85) (0.40)
Fair Value of Plan Assets at the end of the year 32.31 29.05
(iii) Actual Return onPlan Assets
% (in Crore)
Particulars LBe Asat
March 31, 2021 March 31,2020
Expected return on Plan Assets 1.98 1.94
Actuarial gain/(loss) on Plan Assets (0.85) (0.40)
Actual Return on Plan Assets 1.13 1.54
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(iv) Amount recognised in the Balance Sheet

T (in Crore)
Particulars Asat Asat
March 31,2021 March 31,2020
Present Value of defined benefit obligation (37.20) (36.14)
Fair Value of Plan Assets ISPASH! 29.05
Funded status [surplus/(deficit)] (4.89) (7.09)
Net Liability recognised in the Balance Sheet (4.89) (7.09)
(v) Expensesrecognised in the Statement of Profit and Loss
 (in Crore)
Particulars TS EATEIL LG For the year ended
March 31,2021 March 31,2020
Current service cost 3.48 2.74
Interest Cost 2.47 2.18
Expected Return on Plan Assets (1.98) (1.94)
Expenses recognised in the Statement of Profit and Loss 3.97 2.98

(vi) Expensesrecognisedin Other Comprehensive Income (OCI)

% (in Crore)

Particulars LI LEREILL .l  For the year ended
March 31,2021 March 31,2020

Actuarial (gains)/losses on Obligation 0.07 3.71
Actuarial (gains)/losses on Plan Assets 0.85 0.40
Net (income)/expense for the year recognised in OCI 0.92 4.11

(vii) Amount Recognised in the Balance Sheet

% (in Crore)
Particulars LB Asat
March 31, 2021 March 31,2020
Liability at the end of the year 37.20 36.14
Fair Value of Plan Assets at the end of the year (32.31) (29.05)
Amount recognised in the Balance Sheet as Liability 4.89 7.09
(viii) Balance sheet reconciliation
Z (in Crore)
Particulars —m Asat
March 31,2021 March 31,2020
Net Liability as at the beginning of the year 7.09 3.25
Expenses recognised in the Statement of Profit and Loss 3.97 2.98
Expenses/(Income) recognised in OCI 0.92 4.11
Contributions by the Employer (7.09) (3.25)
Net Liability/(Asset) recognised in Balance Sheet 4.89 7.09
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(ix) Investment Pattern

% Invested

Particulars Asat Asat
March 31, 2021 March 31,2020

Money Market Instruments and Public Deposits 100 100

(x) Actuarial Assumptions

Particulars Reet Asat
March 31,2021 March 31,2020

Expected Return on Plan Assets 6.57% 6.83%

Rate of Discounting 6.57% 6.83%

Rate of Salary Increase

Rate of Employee Turnover

Mortality Rate During Employment

5.00% p.a. for the
next 1 year, 7.00%
p.a. thereafter,
starting from the
2" year

7.00% p.a.

for the next 1
year, 10.00%
p.a. thereafter,
starting from the
2" year

Indian Assured
Lives Mortality
(2006-08)

2.00% p.a. for the
next 1 year, 7.00%
p.a. thereafter,
starting from the
2" year

For service 4 years
and below, 13.83%
p.a, For service 5
years and above,
4.79% p.a.

Indian Assured
Lives Mortality
(2006-08)

(xi) The Company generally makes annual contributions to the plan based on the actuarial valuation of ‘amount

recognised in the Balance Sheet as Liability at the year end’.

(xii) The expected contributions to the plan for the next annual reporting period

% (in Crore)
Particulars LB Asat
March 31, 2021 March 31,2020
The expected contributions to the plan for the next annual reporting period 4.49 4.39
(xiii) Maturity Analysis of the benefit payments
% (in Crore)
Asat Asat

Particulars

March 31, 2021

Projected benefits payable in future years from the date of reporting

1t Following year

2" Following year

3 Following year

4t Following year

5% Following year

Sum of years 6 to 10

Sum of years 11 and above

2.55
57/
3.69
3.44
3.94
18.00
27.99

March 31,2020

4.41
2.10
1.70
1.91
1.80
16.49
48.14

The Weighted average duration of the projected benefit obligation is 8 years (March 31, 2020: 10 years).
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(xiv) Sensitivity Analysis

% (in Crore)
Particulars Asat Asat
March 31, 2021 March 31,2020
Projected Benefit Obligation on Current Assumptions 37.20 36.14
Delta Effect of +1% Change in Rate of Discounting (2.33) (2.95)
Delta Effect of -1% Change in Rate of Discounting 2.63 3.43
Delta Effect of +1% Change in Rate of Salary Increase 2.60 3.40
Delta Effect of -1% Change in Rate of Salary Increase (2.35) (2.98)
Delta Effect of +1% Change in Rate of Employee Turnover (0.12) (0.09)
Delta Effect of -1% Change in Rate of Employee Turnover 0.13 0.10

The sensitivity analysis has been determined based on reasonably possible changes of the respective assumptions occurring
atthe end of the reporting period, while holding all other assumptions constant.

The sensitivity analysis presented above may not be representative of the actual change in the projected benefit obligation
as it is unlikely that the change in assumptions would occur in isolation of one another as some of the assumptions may be
correlated.

Furthermore, in presenting the above sensitivity analysis, the present value of the projected benefit obligation has been
calculated using the projected unit credit method at the end of the reporting period, which is the same method as applied in
calculating the projected benefit obligation as recognised in the Balance Sheet.

There was no change in the methods and assumptions used in preparing the sensitivity analysis from prior years.

Risks associated with Defined Benefit Plan:

(i)

(ii)

(iii)

(iv)

(v)

Interest Rate Risk

A fallin the discount rate which is linked to the G-Sec rate will increase the present value of the liability requiring higher
provision. Afallinthe discountrate generally increases the mark to market value of the assets depending on the duration
of asset.

Salary Risk
The present value of the defined benefit plan liability is calculated by reference to the future salaries of members. As
such, anincrease in the salary of the members more than assumed level will increase the plan’s liability.

Investment Risk

The present value of the defined benefit planliability is calculated using a discount rate which is determined by reference
to market yields at the end of the reporting period on government bonds. If the return on plan asset is below this rate, it
will create a plan deficit. Currently, for the planin India, it has a relatively balanced mix of investments in money market
instruments and public deposits.

Asset Liability Matching (ALM) Risk
The plan faces the ALMrisk as to the matching cash flow. Since the planisinvested in lines with Rule 101 of Income Tax
Rules, 1962, this generally reduces ALMrisk.

Mortality Risk

Since the benefits under the plan is not payable for life time and are payable till retirement age only, the plan does not
have any longevity risk.
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(vi) Concentration Risk
The plan has a concentrationrisk as all the assets are invested with the insurance company and a default will wipe out all
the assets. Although probability of thisis very less as insurance companies have to follow stringent regulatory guidelines
which mitigate risk.

During the year, there were no plan amendments, curtailments and settlements.

Note 25 Share based payments
Accounting for Employee Share Based Payments

Under Employees Stock Option Scheme 2020 (ESOS 2020), the Company had on February 22, 2021 granted 11,45,000 stock
options, representing 11,45,000 equity shares of ¥ 5/- each to few employees of the Company. The said stock options have
been granted at the market price as defined in SEBI (Share Based Employees Benefits) Regulations, 2014. Accordingly, the
stock options have been grantedat3 2,934.25 per option, being the latest available closing price of the shares of the Company
on National Stock Exchange of India Limited, on February 19, 2021 being the previous trading day immediately preceding the
date on which Grant of Options was approved by the Nomination & Remuneration Committee of the Board of Directors of the
Company ('Nomination & Remuneration Committee’).

Interms of ESOS 2020, the options shall vestin three tranches. Each of these tranches consisting of 1/3 of the options granted
shall vest on the completion of the 1%, 2" and 3™ year from the date of the grant respectively. Any fractional residue shall be
settledin the 3™ tranche. The options can be exercised over a period of five years from the date of respective vesting.

Under Employees Stock Option Scheme 2017 —Series I (ESOS 2017 —Series 1), the Company had on January 17,2018 granted
6,000 stock options at an exercise price of ¥ 7,936/- per option, representing 6,000 equity shares of ¥ 10/- each to few
employees of the Company. The fair value of the Company’s underlying equity share was determined in accordance with the
pricing formula approved by the Nomination & Remuneration Committeei.e. based on the Price Earning Multiple method and
the Assets Under Management (AUM) method.

In terms of ESOS 2017 — Series I, the options vest over a period of 1-2 years from the date of grant. The options can be
exercised over a period of five years from the date of vesting.

Under Employees Stock Option Scheme 2017 — Series | (ESOS 2017 - Series 1), the Company had on July 28, 2017 granted
1,58,875 stock options at an exercise price of ¥ 5,353/- per option, representing 1,58,875 equity shares of ¥ 10/- each to few
employees &directors of the Company. The fair value of the Company's underlying equity share was determinedinaccordance
with the pricing formula approved by the Nomination & Remuneration Committee i.e. based on the Price Earning Multiple
method and the Assets Under Management (AUM) method.

Interms of ESOS 2017 —Series|, the options vest over a period of 1-2 years from the date of grant. The options can be exercised
over a period of five years from the date of vesting.

Under Employees Stock Option Scheme 2015 -Series | (ESOS 2015 —Series ), the Company had on December 10, 2015 granted
10,00,000 stock options at an exercise price of ¥ 3,944/- per option, representing 10,00,000 equity shares of ¥ 10/- each
to few employees & directors of the Company. The fair value of the Company’s underlying equity share was determined in
accordance with the pricing formula approved by the Nomination & Remuneration Committeei.e. based on the Price Earning
Multiple method and the Assets Under Management (AUM) method.

Interms of ESOS 2015 —Series|, the options vest overaperiod of 1-2 years from the date of grant. The options can be exercised
over a period of three years from the date of vesting

Pursuant to the terms of respective Employees Stock Option Schemes (ESOS), in case of a corporate action like bonus shares,
rights issue, buyback of shares, split of shares, reduction of capital etc., the number of options outstanding as at the date
of the corporate action and the exercise price under all the relevant ESOS shall stand modified accordingly, so as to ensure
that the paid-up value of the total shares that can be issued under them remains unchanged. Accordingly, the Nomination
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and Remuneration Committee of the Company has resolved, vide its circular resolution passed in February 2018, to make
appropriate adjustments to the outstanding options and now each option represents one equity share of ¥ 5/- each.

Comparison of exercise price per option:

3

Name of the Series Pre corpor_ate Post corpor?te
action action

ESOS 2015 Series | 3,944.00 493.00
ESOS 2017 Series | 5,353.00 669.13
ESOS 2017 Series i 7,936.00 992.00

Modifications, if any made to the terms and conditions of Employees Stock Option Schemes (ESOS), as approved by the
Nomination & Remuneration Committee are disclosed separately.

The number of options vested during the year were Nil (Previous Year: Nil).

The number of options vested and forfeited/expired during the year were Nil (Previous Year: Nil).

Movement in the options under ESOS 2015:

Particulars

For the year ended

Outstanding at the beginning of the year*

Granted during the year*

Exercised during the year*

Forfeited during the year*

Outstanding at the end of the year*

Exercisable at the end of the year*

For options outstanding at the end of the year:
Exercise price per option ()

Weighted average remaining contractual life (no. of years)

March 31,2021
ESOS 2015

Series|

80,000
Nil
Nil
Nil
80,000
80,000

493.00
0.69

No. of Options

For the year ended
March 31,2020

ESOS 2015
Series|
80,000
Nil
Nil
Nil
80,000
80,000

493.00
1.69

Movement in the options under ESOS 2017:

Particulars

No. of Options

For the year ended March 31, 2021

For the year ended March 31,2020

Outstanding at the beginning of the year*

Granted during the year*

Exercised during the year*

Forfeited during the year*

Outstanding at the end of the year*

Exercisable at the end of the year*

For options outstanding at the end of the year:
Exercise price per option (%)

Weighted average remaining contractual life (no. of years)

5,56,875 44,000 7,82,990 48,000
Nil Nil Nil Nil
1,39,777 11,100 2,26,115 4,000
Nil Nil Nil Nil
4,17,098 32,900 5,56,875 44,000
4,17,098 32,900 5,56,875 44,000
669.13 992.00 669.13 992.00
2.32 2.80 3.32 3.80
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Movement in the options under ESOS 2020:

Particulars

No. of Options

For the year ended
March 31, 2021
Grant Date
February 22,2021

Outstanding at the beginning of the year*

Granted during the year*

Exercised during the year*

Forfeited during the year*

Outstanding at the end of the year*

Exercisable at the end of the year*

For options outstanding at the end of the year:
Exercise price per option (3)

Weighted average remaining contractual life (no. of years)

Nil
11,45,000
Nil
Nil
11,45,000
Nil

2,934.25
6.90

* Since all the options were granted at the same exercise price per option under the respective Series/Grant, the weighted average exercise price per

option for all these groups under the respective Series/Grant is the same.

The weighted average share price for options exercised during the year under various Series’/Grants was ¥ 2,408 (Previous

Year:< 2,829)

Fair value methodology

The fair value of options used to compute netincome and earnings per equity share has been estimated on the date of grant

using Black-Scholes model.

The key assumptions used in Black-Scholes model for calculating fair value under ESOS 2015 —Series |, ESOS 2017 —Series |,

ESOS 2017 —Series [land ESOS 2020 as on the date of grant were:

Particulars ESOS 2015-Series| ESOS 2017-Series| ESOS 2017-Seriesll
Date of grant December 10, 2015 July 28,2017 January 17,2018
Risk-free interest rate 7.18%p.a. 6.66% p.a. 6.97% p.a.
Expected average life 2.5 Years 3.5 Years 3.5 Years
Expected volatility 0% 0% 40.67%
Dividend yield 1.77%p.a. 1.86% p.a. 1.86% p.a.
Fair value of the option T 478 3777 32,726
Fair value of the option after corporate action 360 397 3341
ESOS 2020

Particulars (Grant Date
February 22,2021)

Date of grant February 22,2021

Risk-free interest rate

Expected average life

Expected volatility

Dividend yield

Weighted Average Fair value of the option

5.04% - 5.66 % p.a.
3.5-5.5Years
36.10% - 37.08%
0.84% p.a.

31,053

Volatility is a measure of the amount by which a price has fluctuated or is expected to fluctuate during a period. The measure
of volatility used in the Black-Scholes Model is the annualised standard deviation of the continuously compounded rates of

return on the stock over a period of time.
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As on the date of grant, in case of schemes ESOS 2015-Series | and ESOS 2017-Series |, the Company being an unlisted
Company andin the absence of listed comparable companies, volatility had been considered to be NIL.

As on the date of grant in case of ESOS 2017-Series I, the sector had only one listed stock which was listed during that year.
The volatility derived from this stock had been annualised for the purpose of this valuation.

As on the date of grant in case of ESOS 2020 (Grant Date February 22, 2021), the trading history of the Company and its
comparable Company listed on the Stock exchange are less than the life of the option. Hence, Nifty Financial Services Index
is also considered for deriving the volatility.

Details of modifications in terms and conditions of ESOS:

No modifications were made in the terms and conditions of ESOS during the current year. The Nomination & Remuneration
Committee at its meeting held on July 20, 2016 had approved few modifications, viz; change in nomenclature of Employees
Stock Option Scheme 2015 (ESOS 2015) to Employees Stock Option Scheme 2015 —Series | (ESOS 2015 —Series ) and change

in the period over which, the options granted under ESOS 2015 - Series | can be exercised from the date of their respective
vesting.

By virtue of the said modifications, the options granted under ESOS 2015 - Series | can now be exercised over a period of five
years from the date of respective vesting. There was no change in any other parameters of the scheme.

The options thus modified have been fair valued as at July 20, 2016, being the modification date. The key assumptions
considered in the pricing model for calculating fair value under ESOS 2015 — Series | as on the date of modification were:

ESOS 2015 -Series|

Particulars

Original Terms Modified Terms
Risk-free interest rate 6.60% p.a. 6.70% p.a.
Expected average life 1.89 Years 2.89 Years
Expected volatility 0% 0%
Dividend yield 1.80% p.a. 1.80% p.a.
Fair value of the option 511 3672
Fair value of the option after corporate action T64 384

The incremental share based compensation determined under fair value method amounts to T 161 (3 20 post corporate
action) per option under ESOS 2015 - Series |. The incremental fair value granted is taken into consideration for the purpose
of computing the netincome and earnings per equity share.

Note 26 Tax expense
Components of Income Tax Expense

(@) Amountsrecognised inthe Statement of Profit and Loss

T (in Crore)
Particulars LIS ER-ET S For the year ended
March 31, 2021 March 31,2020
Currentincome tax 369.39 410.52
369.39 410.52

Deferred tax (Income)/expense
Origination and reversal of temporary differences 53.80 (19.88)
53.80 (19.88)
Income Tax expense for the year 423.19 390.64
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(b) Taxonamountsrecognisedin Other Comprehensive Income

% (in Crore)
Tax (expense)/benefit
Particulars (TS UL L For the year ended

March 31,2021

March 31,2020

Remeasurement of the defined benefit plans 0.23 1.03
Total 0.23 1.03
(c) Reconciliation of Effective Tax Rate
 (in Crore)
Reconciliation between the statutory Income tax rate applicable to the Company and the effective Income tax RIJELGERZEILLLELE For the year ended
rate of the Company March 31, 2021 March 31,2020
Profit before tax 1,748.95 1,653.05
Company's domestic tax rate 25.17% 25.17%
Tax using the Company’s domestic tax rate 440.18 416.07
Tax effect of/on:
Net expenses that are not deductible in determining taxable profit 8.54 (0.14)
ltems which are taxed at different rates (17.81) (8.71)
Incomes which are exempt from tax (7.91) (23.61)
Expenses for which weighted deduction under tax laws is allowed = 2.63
Others 0.19 0.26
Effect of changes in income tax rate on deferred tax balances = 4.14
Total (16.99) (25.43)
Income Tax expense for the year 423.19 390.64
(d) Effective Tax Rate
Particulars LI GEREILL M For the year ended
March 31, 2021 March 31,2020
Effective Tax Rate (%) 24.20 23.63
(e) Significant components and movement in deferred tax assets and liabilities:
% (in Crore)

Balanceas at

Expense/(Income)

Balanceasat

Particulars April 01,2020 recognised March 31,2021
Deferred Tax Assets

- Property, Plant and Equipment & Other Intangible Assets (excluding ROU) 7.69 (0.57) 8.26
- Lease Liabilities 29.62 (0.47) 30.09
- Provision for Employee Benefits 1.82 (0.16) 1.98
- Others 1.27 0.03 1.24
Total Deferred Tax Assets 40.40 (1.17) 41.57
Deferred Tax Liabilities

- Right ofuse asset 26.85 0.51 27.36
- Prepaid Employee Benefits = 3.01 3.01
- Fair value gains/losses and impairment on Investments (8.78) 51.52 42.74
- Others 0.66 (0.07) 0.59
Total Deferred Tax Liabilities 18.73 54.97 73.70
Net Deferred Tax Assets/(Liabilities) 21.67 53.80 (32.13)
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Z (in Crore)
particulars Balanceasat Expense/(Income) Balanceasat
April 01,2019 recognised March 31,2020
Deferred Tax Assets
- Property, Plant and Equipment & Other Intangible Assets (excluding ROU) 10.38 2.69 7.69
- Lease Liabilities * 43.76 14.14 29.62
- Provision for Employee Benefits 0.35 (1.47) 1.82
- Fair value gains/losses and impairment on Investments (13.01) (21.79) 8.78
- Others 1.46 0.19 1.27
Total Deferred Tax Assets 42.94 (6.24) 49.18
Deferred Tax Liabilities
- Right Of Use Asset * 40.16 (13.31) 26.85
- Others* 0.99 (0.33) 0.66
Total Deferred Tax Liabilities 41.15 (13.64) 27.51
Net Deferred Tax Assets/(Liabilities) 1.79 (19.88) 21.67

* Effective April 01, 2019, the Company had adopted Ind AS 116 - Leases. On transition, the adoption of the new standard resulted in recognition of
Right-of-Use asset (ROU) of ¥ 114.93 Crore (including ¥ 2.96 Crore reclassified from other non-financial assets) and a lease liability of ¥ 125.23 Crore. As
aresult, on April 01, 2019, a deferred tax liability of ¥ 40.16 Crore (including % 1.03 Crore transferred from Other deferred tax liabilities) and a deferred
tax asset of% 43.76 Crore was created on ROU and lease liabilities respectively.

Consequently, the cumulative deferred tax benefit of ¥4.63 Crore had been takentoretained earnings on the date of initial applicationi.e. April 01, 2019.

Note:

The Company offsets tax assets and liabilities if and only if it has a legally enforceable right to set-off current tax assets and
current tax liabilities and the deferred tax assets and deferred tax liabilities relate to income taxes levied by the same tax
authority.

Significant management judgement is required in determining provision for income tax, deferred tax assets and liabilities
and recoverability of deferred tax assets. The recoverability of deferred tax assets is based on estimates of taxable income
and the period over which deferred tax assets will be recovered. Any changes in future taxable income would impact the
recoverability of deferred tax assets.
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Note 27 Related Party Transactions

As per the Indian Accounting Standard on ‘Related Party Disclosures’ (Ind AS 24), the related parties of the Company with
whom there have been transactions during the current/previous year, are as follows:

Sr.No. Relationship

Name of the Parties

1
2

Holding Company
Fellow Subsidiaries

Investor with a significant influence
Other Related Parties

Key Managerial Personnel (KMP)

Key Managerial Personnel of Holding Company (except
coveredin Sr. No. 5)

Relatives of Company's Key Managerial Personnel and
Holding Company's Key Managerial Personnel

Housing Development Finance Corporation Limited
HDFC Trustee Company Limited

HDFC Life Insurance Company Limited

HDFC ERGO General Insurance Company Limited
HDFC Sales Private Limited

Standard Life Investments Limited

HDFC Bank Limited

HDFC Securities Limited

HDFC Asset Management Company Limited Employees’ Group Gratuity
Assurance Scheme

Deepak S Parekh

Milind Barve (up to February 15, 2021)
Navneet Munot (from February 16, 2021)
Keki Mistry

Hoshang Billimoria (up to November 29, 2019)
Dhruv Kaji

Jairaj Purandare

Sanjay Bhandarkar

Parag Shah

Vijay Merchant (up to July 20, 2019)

Dr. Deepak Phatak (up to July 20, 2019)
Renu S Karnad

Roshni Nadar Malhotra (from April 27, 2019)
Shashi Kant Sharma (from October 26, 2019)
V Srinivasa Rangan

Jamshed Jiji Irani

Smita Deepak Parekh

Aditya Deepak Parekh

Harsha Shantilal Parekh

Arnaaz Keki Mistry

Rita Vijay Merchant

Bharat Karnad

Ashok Sud

V Jayam

S Anuradha

Abinaya Rangan

During the year ended March 31, 2021, Mr. Milind Barve's term as the Managing Director came to an end on February 15, 2021
and he ceased tobe aDirector of the Company. Mr. Navneet Munot who was appointed as a successor to Mr. Barve, joined the
Company as the Managing Director & Chief Executive Officer effective February 16, 2021.
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(b) Details of remuneration paid to Company’s KMPs

% (in Crore)

Particulars XIS LEACETLL L For the year ended
March 31, 2021 March 31,2020

Short-term employee benefits # 9.94 6.51
Post employment benefits 0.27 0.27
Other long-term benefits 0.19 0.06
Share based payment 5.13 -
Other Benefits 0.01 0.03
Directors Sitting Fees 1.76 1.73
Commission to Non-executive Directors * 1.80 1.90
Total Remuneration 19.10 10.50

# Anamount of¥12.46 Crore was paid to the incoming Managing Director as one time payment and the same is beingamortised as per the terms of the
contract. Out of the same, ¥ 0.50 Crore forms part of Short-term employee benefits above and the balance unamortised amount of ¥ 11.96 Crore as at
March 31,2021 is booked as prepaid under Other Non-Financial Assets.

* Commission is approved by the Board of Directors within the limit as approved by the shareholders of the Company and will be paid post adoption of

annual accounts by the shareholders.

(c) Details of dividend paid to Company’s KMPs
3 (in Crore)

LIS UTRZET LV [Vl For the year ended
March 31,2021 March 31,2020

Dividend on Equity Shares 4.31 1.84

Particulars

(d) Details of dividend paid to relatives of Company’s KMPs, Holding Company’s KMPs and relatives of Holding

Company’s KMPs
% (in Crore)
Particulars LIS UTIZEILV Y-l For the year ended
March 31,2021 March 31,2020
Dividend on Equity Shares 0.01 0.00

Note 28 Earnings Per Share

Basic earnings per share (EPS) is calculated by dividing the profit after tax for the year attributable to equity shareholders of
Company by the weighted average number of equity shares outstanding during the year.

Diluted EPS is calculated by dividing the profit after tax for the year attributable to equity shareholders of the Company by the
weighted average number of equity shares outstanding during the year plus the weighted average number of equity shares
that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

The relevant details as described above are as follows:

% (in Crore except equity share data)

Particulars LIS AEILL Y-l For the year ended

March 31, 2021 March 31, 2020
Profit after tax for the year 1,325.76 1,262.41
Weighted Average equity shares outstanding during the year 21,28,84,193 21,26,31,323
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Following is the reconciliation between basic and diluted earnings per equity share:

3

Particulars (LIS CREILL W For the year ended
March 31, 2021 March 31,2020

Nominal value per share 5.00 5.00
Basic earnings per share 62.28 59.37
Effect of potential equity shares for stock options (per share) (0.12) (0.13)
Diluted earnings per share 62.16 59.24
Particulars (LTRG-S For the year ended
March 31,2021 March 31,2020

Weighted average number of equity shares used in computing basic earnings per equity share 21,28,84,193 21,26,31,323
Effect of potential equity shares for stock options outstanding 3,95,477 5,01,771
Weighted average number of equity shares used in computing diluted earnings per equity share 21,32,79,670 21,31,33,094
Weighted average number of anti dilutive options not considered in computing diluted earnings per 59,955 -

equity share

Note 29 Leases
A. Implementation ofInd AS 116

This note explains the impact of the adoption of Ind AS 116 Leases on the financial statements in the year ended March 31,
2020.

Under the erstwhile standard, IND AS 17 - Leases, the leases in which a substantial portion of the risk and rewards of the
ownership were retained by the lessor were classified as operating leases. Under Ind AS 116, the Company recognises right-
of-use assets andleaseliabilities for leasesi.e. these leases are onthe balance sheet. Lease liabilitiesas at April01,2019 were
measured at the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate.
The weighted average of lessee’s incremental borrowing rate applied to the lease liabilities as at April 01, 2019 was 7.78%.
This change was in accordance with the transitional provisions of Ind AS 116.

Effective April 01, 2019, the Company had adopted Ind AS 116 - Leases and applied it to all lease contracts existing on April
01, 2019 using the modified retrospective method. Consequently, the cumulative adjustment had been taken to retained
earnings on the date of initial applicationi.e. April 01, 2019.

Ontransition, the adoption of the new standard resulted in recognition of Right-of-Use asset (ROU) of% 114.93 Crore (including
¥ 2.96 Crore reclassified from other non-financial assets) and a lease liability of ¥ 125.23 Crore. The cumulative effect of
applying the standard resulted in ¥ 8.63 Crore (net of taxes) being debited to retained earnings.

The effect of thisadoption was not material to the profitand earnings per share for the year ended March 31, 2020. The current
accounting policy is disclosed in Note 3.9 Leases.

() Practical expedients applied
The Company had elected not to reassess the previously identified leases applying Ind AS 17 - Leases as to whether
a contract is, or contains a lease at the date of initial application. Further, In applying Ind AS 116 for the first time, the
Company had also used the following practical expedients permitted by the standard:

« applying asingle discount rate to a portfolio of leases with reasonably similar characteristics.

« relying on its previous assessment of whether leases are onerous under Ind AS 37 Provisions, Contingent Liabilities
and Contingent Assets immediately before the date of initial application as an alternative to performing an impairment
review. There were no onerous contracts as at April 01, 2019.

« excludinginitial direct costs for the measurement of the right-of-use asset at the date of initial application.

« using hindsight in determining the lease term where the contract contains options to extend or terminate the lease.
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(ii)

(i)

Measurement of lease liabilities

 (in Crore)

Particulars _ AsAt
April 01,2019
Operating lease commitment as at March 31, 2019 as disclosed in the Company'’s financial statements 2.73
Discounted using the incremental borrowing rate at April 01, 2019 0.20
Discounted Lease liabilities recognised as at March 31, 2019 2.53
Change in estimate of lease term * 122.70
125.23

Lease liability recognised at April 01, 2019

* The difference between the lease obligation recorded as of March 31, 2019 under Ind AS 17 and the value of the lease liability as of April 01,
2019is primarily on account of inclusion of cancellable lease period and extension options reasonably certain to be exercised, in measuring the
lease liability in accordance with Ind AS 116 and discounting the lease liabilities to the present value under Ind AS 116.

The Company has enteredinto leasingarrangements for premises. Majority of the leases are cancellable by the Company.
Right of Use asset has beenincluded under theline ‘Property, Plant and Equipment’ and Lease liability has beenincluded
under ‘Other Financial Liabilities' in the Balance Sheet.

Amounts recognised in the Balance sheet

X (in Crore)
Particulars LBLY AsAt
March 31, 2021 March 31,2020
(@)  Right of Use assets (net) (Property Plant and Equipment) 108.70 106.67
(b)  Lease liabilities
Current 32.02 30.55
Non-current 87.53 87.13
Total Lease liabilities 119.55 117.68
X (in Crore)

LIS TA-EIL LIVl For the year ended

Particulars March 31, 2021 March 31,2020
(c)  Additions to the Right of Use assets 44.06 26.97
(ii) Amountsrecognised in the Statement of Profit and Loss
% (in Crore)

LIS UTAZEILVL Y-l For the year ended

Particulars March 31,2021 March 31,2020
(a)  Depreciation charge for Right of Use assets 34.74 32.86
(b)  Interest expense (included in finance cost) 8.95 8.98

0.35 0.28

(c) Expense relating to short-term leases
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(iii) CashFlows

3 (in Crore)
Particulars LIS CR-ET LNl For the year ended
March 31, 2021 March 31,2020
The total cash outflow of leases 42.07 39.41
(iv) Future Commitments
3 (in Crore)
Particulars LBLS AsAt
March 31, 2021 March 31,2020
Future undiscounted lease payments to which leases is not yet commenced - 11.38
(v) Maturity analysis of undiscounted lease liability
3 (in Crore)
Particulars LBLS AsAt
March 31, 2021 March 31,2020
Less than 1 year 39.92 38.20
More than 1 year 105.46 104.04
Total 145.38 142.24

(vi) Allthe future cash flows to which the lessee is potentially exposed are reflected in the measurement of lease liabilities

(vii) The Company currently does not have any significant sale and lease back transactions.

C. Financelease

() The Company has provided vehicles to its certain employees which have been treated as finance leases.
3 (in Crore)

LIS LGEREEILL L For the year ended

Quantitative Disclosures

March 31, 2021 March 31,2020
Selling profit/(loss) 0.16 -
Finance income on the net investment in the lease 0.13 0.15
Lease income relating to variable lease payments not included in the measurement of the net = -
investment in the lease
(ii) Significant changesin the carrying amount of the net investment in the lease
% (in Crore)

Particulars [ZISUTRTEILLLEL I For the year ended

March 31, 2021 March 31,2020
Lease receivables as at the beginning of the year 1.71 1.79
Add: Finance income on the net investment in the lease 0.13 0.15
Add: New leases entered during the year 0.82 0.96
Less: Lease payments received during the year 1.08 1.19
Leasereceivables as at the end of the year 1.58 1.71
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(iii)

(iv)

The following table sets out a maturity analysis of lease receivables:-

3 (in Crore)

Asat Asat

Maturity Analysis of the Lease payments Receivables March 31, 2021 March 31,2020

Minimum Lease Minimum Lease
Particulars payments payments
receivables receivables

Less than one year 0.74 0.92
One to two years 0.52 0.54
Two to three years 0.36 0.31
Three to four years 0.16 0.14
Four to five years = -
More than five years - -
Total undiscounted lease payments receivable 1.78 1.91
Less: unearned finance income 0.20 0.20
Present value of lease receivables * 1.58 1.71

* Present Value of Rentals represent the Current Future Outstanding Principal

Risk Management Framework for finance leases
The table represents categories of collaterals available against the finance lease exposures:

% (in Crore)

. . Asat Asat
Particulars Collateral available March 31,2021 March 31,2020
Finance lease receivables Hypothecation of the underlying car financed 1.58 1.71

The Company has framed Car Policy to provide use of the Company owned car for the commute from residence to
workplace, for the discharge of their official functions and for personal use to certain selected employees of the Company.
As perthe Car Policy of the Company, the caris registeredin the name of the Company and willremain the property of the
Companytillitis duly transferred to employeeinaccordance with the Car Policy and after recovery of alllease receivables.
In case of separation of employee from the Company, outstanding lease receivables are recovered from employee'’s full
and final settlementin accordance with the Car Policy.

Note 30 Segment Information

(a)

142

Description of Segments and Principal Activities

The Companyisinthebusiness of providingasset management services to HDFC Mutual Fund and portfolio management
&advisory services toclients. The primary segmentisidentified as asset management services. As such, the Company's
financial statements are largely reflective of the asset management business and accordingly there are no separate
reportable segments as per Ind AS 108, Operating Segment.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker (CODM). The CODM's function is to allocate the resources of the entity and assess the performance of
the operating segment of the Company.
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(b) Segment Revenue

The amount of its revenue from external customers broken down by location of the customers is shown in the table

below:
T (in Crore)
Revenue (LI LCRETIV .-l For the year ended
March 31,2021 March 31,2020
Within India 1,842.19 1,969.50
Outside India 10.34 33.75
Total 1,852.53 2,003.25

(c) Allassets of the Company are domiciled in India.

(d) Information about revenue from major customers

Thereisonly one customer contributingin excess of 10% of the total revenue of the Company. The amounts for the same
are as follows:

T (in Crore)

Particulars (LI LCREILV W For the year ended
March 31,2021 March 31,2020

Revenue from HDFC Mutual Fund 1,839.51 1,965.28

Note 31 Contingent Liabilities and Commitments

Z (in Crore)
Particulars e Asat
March 31,2021 March 31,2020

(a) Contingent liabilities not provided for:
Disputed Income Tax demand 5.50 5.50
(b) Estimated amount of contracts remaining to be executed on capital account and not provided for 29.96 42.44

(net of advances)

Note 32 Trade Payables

Trade Payables do not include any amount payable to Small Scale Industrial Undertakings and Micro, Small and Medium
Enterprises. Under the Micro, Smalland Medium Enterprises Development Act, 2006, (MSMEDA) which came into force from
October 02, 2006, certain disclosures are required to be made relating to Micro, Small and Medium enterprises. On the basis
of the information and records available with the management, the following disclosures are made for the amounts due to
the Micro, Small and Medium enterprises, which have registered with the competent authorities.

T (in Crore)
Particulars Asat Asat
March 31, 2021 March 31,2020
Principal amount remaining unpaid to any supplier as at the year end Nil Nil
Interest due thereon Nil Nil
Amount of interest paid by the Company in terms of Section 16 of the MSMEDA, along with the amount Nil Nil
of the payment made to the supplier beyond the appointed day during the accounting year
Amount of interest due and payable for the year of delay in making payment (which have been paid but Nil Nil
beyond the appointed day during the year) but without adding the interest specified under the MSMEDA
Amount of interest accrued and remaining unpaid at the end of the accounting year Nil Nil

Dues to Micro, Small and Medium Enterprises have been determined on the basis of information collected by the Company.
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Note 33 Corporate Social Responsibility (CSR) Expense

Disclosures for the year ended March 31, 2021

The grossamountrequired tobe spent by the Company during the year towards Corporate Social Responsibility as per Section

135(5) of the Companies Act, 2013 is as follows:

% (in Crore)
" For the year ended
(i) Gross amount required to be spent by the Company during the year 26.99
(i)  Amount approved by the Board to be spent during the year 28.06
(iii) Amount spent
% (in Crore)
. For the year ended
Amount spent during the year on construction/acquisition of any asset =
Amount spent during the year on purposes other than construction/acquisition of any asset and charged to the 26.99
Statement of Profit and Loss (Including 316.23 Crore accrued towards Ongoing CSR Projects)
Total 26.99

(iv) Details of CSR Activities
a) Details of Ongoing CSR Projects

Organisation

Purpose

Indian Cancer Society (for Indian Cancer Cure Fund Project)

Parivaar Education Society

The Bombay Scottish Orphanage Society

To provide financial aid for treatment to underprivileged and low
income patients diagnosed with any curable/ early detected cancers
through the empanelled hospitals as per the proposal submitted.

To provide nutritional and education aid to children by establishing
Seva Kutirs in the villages of Madhya Pradesh. The Funds would be
utilised towards operation of 20 Seva Kutirs.

Restoration and Refurbishment of the premises of Bombay Scottish
School, Mahim for restoration of heritage site and to improve the
infrastructure of the school which would facilitate better teaching
facilities and atmosphere and also considering the safety of the
students as the building structure is very old.

b) Details of Other than Ongoing CSR Projects

Organisation

Purpose

Indian Cancer Society (for Indian Cancer Cure Fund Project)

Prime Minister’s Citizen Assistance and Relief in Emergency
Situations Fund (PM- CARES Fund)

To provide financial aid for treatment to underprivileged and low
income patients diagnosed with any curable/ early detected cancers
through the empanelled hospitals.

To provide relief to those affected by any kind of emergency or distress
situation such as that posed by COVID-19 pandemic.
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3 (in Crore)

. For the year ended
c) Particulars March 31, 2021

Opening Balance:

- With Company =

- InSeparate CSR Unspent A/c -

Amount required to be spent during the year as per Section 135 (5) of the Companies Act, 2013 26.99

Amount spent during the year:

- From Company's bank A/c 10.76

- From Separate CSR Unspent A/c -

Closing Balance:

- With Company (excludes an amount of ¥ 1.07 Crore booked as 'CSR Pre-Spent' as approved by the Board of 16.23
Directors of the Company)

- InSeparate CSR Unspent A/c -

(v) Excessamountspent

% (in Crore)

Particulars For the year ended
March 31, 2021

Opening Balance =

Amount required to be spent during the year 26.99

Amount spent during the year, (including an amount of % 1.07 Crore booked as 'CSR Pre-Spent' as approved by the 28.06
Board of Directors of the Company)

Closing Balance * 1.07

*Untilyearended March 31,2020 any amount spentin excess of the prescribed limit was not allowed to be carried forward. Based on the amendment
in Companies (Corporate Social Responsibilities Policy) Rules, 2014, with effect from the year ended March 31, 2021, such excess amount spent
can be adjusted against future spends up to three financial years. Accordingly, the same has been accounted as CSR Pre-Spent under Other
Non-Financial Assets

Disclosures for the year ended March 31, 2020
The gross amount required to be spent by the Company during the year towards Corporate Social Responsibility as per
Section 135(5) of the Companies Act, 2013 is as follows:

3 (in Crore)
. For the year ended
PartICUIars
(i) Amount to be spent during the year 20.73
(i)  Amount spent
% (in Crore)
Particulars InCash _Ye_t tobe Total
paidincash
Amount spent during the year on construction/acquisition of any asset - - -
Amount spent during the year on purposes other than construction/ 20.90 - 20.90
acquisition of any asset and charged to the Statement of Profit and Loss
Total 20.90 - 20.90

ANNUAL REPORT 2020-21 145



HDFC ASSET MANAGEMENT COMPANY LIMITED

Notes to financial statements

for the year ended March 31, 2021

Note 34 Dividend Paid and Proposed

Particulars

Dividends on equity shares declared and paid during the year:
Final dividend
Paid for the earlier financial year
Dividend per share for the earlier financial year (3)
Total dividend paid
Dividend on Equity Shares proposed by the Board of Directors for approval at Annual General
Meeting (not recognised as a liability at the respective year end)
Final dividend for the same financial year

Dividend per share for the same financial year (%)

3 (in Crore)

LIS EAT-ETL-L - For the year ended

March 31, 2021 March 31,2020
595.96 255.11

28.00 12.00*

595.96 255.11
724.04 595.85

34.00 28.00

* Aninterim dividend of ¥ 255.09 Crore at the rate of 312 per share for the year ended March 31, 2019 was paid during the same year.

Note 35 Capital Management

Equity share capital and other equity are considered for the purpose of Company's capital management. The Company
manages its capitalinamanner which enablesit to safeguardits ability to continue as a going concern and to optimise returns
tothe Shareholders. The capital structure of the Company is based on management's judgement of its strategic and day-to-
day needs with afocus on total equity so as to maintain investor, creditors and market confidence. The fundingrequirements
are met through operating cash flows and other equity. The management monitors the return on capital and the board of
directors monitors the level of dividends paid to shareholders of the Company. The Company may take appropriate stepsin

order to maintain, or if necessary adjust, its capital structure.
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B. Fair Value Hierarchy

As per Ind AS 107, 'Financial Instruments: Disclosures’, the fair values of the financial assets or financial liabilities are defined
as the price that would be received on sale of asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

Thefair value hierarchy is based oninputs to valuation techniques that are used to measure fair value that are either observable
or unobservable. The hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities
and lowest priority to unobservable inputs.

The hierarchy used is as follows:
Level1l — Inputsare quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level2 — |Inputsareotherthanquoted pricesincluded within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level3 — Inputsarenotbasedonobservable market data(unobservable inputs). Fair values are determined in whole or
in part using a valuation model based on assumptions that are neither supported by prices from observable
current market transactions in the same instrument nor are they based on available market data.

C. Valuation Techniques used to Determine Fair Value

Financial instrument Valuation technique
Mutual Funds Net Asset Value (NAV) declared by the mutual fund at which units are issued or redeemed
Debt Securities Discounted cash flow based on present value of the expected future economic benefit

Equity Instruments in Others Discounted cash flow based on present value of the expected future economic benefit

Alternative Investment Funds Net Asset Value (NAV) provided by issuer fund which is arrived at based on valuation from independent valuer
and Venture Capital Fund for unlisted portfolio companies, quoted price of listed portfolio companies and price of recent investments

Lease Liabilities Discounted cash flows based on present value of expected payments, discounted using a risk-adjusted
discount rate

In order to assess Level 3 valuations as per Company's investment policy, the management reviews the performance of the
investee companies (including unlisted portfolio companies of venture capital funds and alternative investment funds) on a
regular basis by tracking their latest available financial statements/financial information, valuation report of independent
valuers, recent transaction results etc. which are considered in valuation process.

The finance department of the Company includes the team that performs the valuation of financial assets and liabilities
required for financial reporting purposes, including level 3 fair value. The team reports directly to the Chief Financial Officer
(CFO) of the Company. Discussions of valuation processes and results are held between the valuation team and the senior
management at least once every three months which is in line with the Company’s quarterly reporting periods.
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D. Valuationinputs and Relationship to Fair Value

The following table summarises the quantitative information about the significant unobservable inputs used in level 3 fair

value measurement.

As at March 31, 2021

Financial Instrument

Significant unobservable inputs

Probability weights/range

Sensitivity of input to fair value measurement

Debt Securities

Alternative Investment Funds

Venture Capital Fund

Valuation Factor

Net Asset Value (NAV)

Net Asset Value (NAV)

10% - 20%

0.90x -1.10x

0.90x -1.10x

A 10% increase in the valuation factor would
decrease the carrying value of investment
by T 0.64 Crore. A 10% decrease in the
valuation factor would increase the carrying
value of investment by ¥ 0.64 Crore.

A 10% increase in the NAV would increase
the carrying value of investment by ¥ 6.12
Crore. A 10% decrease in the NAV would
decrease the carrying value of investment
by ¥ 6.12 Crore.

A 10% increase in the NAV would increase
the carrying value of investment by ¥ 1.06
Crore. A 10% decrease in the NAV would
decrease the carrying value of investment
by 1.06 Crore.

As at March 31, 2020

Financial Instrument

Significant unobservable inputs

Probability weights/range

Sensitivity of input to fair value measurement

Debt Securities

Alternative Investment Funds

Venture Capital Fund

llliquidity Factor

Net Asset Value (NAV)

Net Asset Value (NAV)

10% - 20%

0.90x -1.10x

0.90x-1.10x

A 5% increase in the illiquidity factor would
decrease the carrying value of investment
by ¥ 1.51 Crore. A 5% decrease in the
illiquidity factor would increase the carrying
value of investment by ¥ 1.51 Crore.

A 10% increase in the NAV would increase
the carrying value of investment by ¥ 4.24
Crore. A 10% decrease in the NAV would
decrease the carrying value of investment
by ¥ 4.24 Crore.

A 10% increase in the NAV would increase
the carrying value of investment by ¥ 1.12
Crore. A 10% decrease in the NAV would
decrease the carrying value of investment
by ¥ 1.12 Crore.
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E. Fair Value Measurement using Significant Unobservable Inputs (level 3)

The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values:

3 (in Crore)
. .. Equity Instrument . Investm?nt Investmen_t in
Particulars Debt Securities in Others in Alternative Venture Capital Total
Investment Funds Fund
Balance as at April 01,2019 5.74 0.26 28.03 21.32 55.35
Net gain/(losses) on Financial Instruments (101.33) 0.10 5.25 (6.48) (102.46)
recognised in the Statement of Profit
and Loss
Purchases of Financial Instruments 427.13 - 14.01 0.63 441.77
Sales of Financial Instruments (300.04) - (4.88) (4.27) (309.19)
Balance as at March 31, 2020 31.50 0.36 42.41 11.20 85.47
Net gain/(losses) on Financial Instruments 60.50 0.27 7.35 1.00 69.12
recognised in the Statement of Profit
and Loss
Purchases of Financial Instruments - - 13.41 - 13.41
Sales of Financial Instruments (76.92) - (1.74) (1.56) (80.22)
Transfers out of Level 3 * (8.68) - - - (8.68)
Balance as at March 31,2021 6.40 0.63 61.43 10.64 79.10

* The Company holds investments in certain debt securities with fair value of ¥ 25.62 Crore as at March 31, 2021 (March 31, 2020% 25.67 Crore). The fair
value of these investments were categorisedas Level 3 asat March 31, 2020. This was because of theilliquidity factor applied to the underlying collateral
while valuing these investments. These debt securities matured during the year ended March 31, 2021. As at March 31, 2021, the residualamount of the
said debt securities are categorised as Level 2 as the cash flows willnow be expected from the collaterals which are listed and the collateral attributable
tothese debt securities has been sold with minimalimpact cost duringthe FY 2020-21. Noilliquidity factor is therefore being considered for the valuation
of these investments.

F. Financial Risk Management

The Company's primary focus is to foresee the unpredictability of financial markets and seek to minimise potential adverse
effects on its financial performance. The financial risks are managed in accordance with the Company's risk management
policy which has been approved by its Board of Directors. The Company's Board of Directors has overall responsibility for
managing therisk profile of the Company. The purpose of risk management is to identify potential problems before they occur,
so that risk-handling activities may be planned and invoked as needed to manage adverse impacts on achieving objectives.

The Audit Committee of the Company reviews the development and implementation of the risk management policy of the
Company on periodic basis. The Audit Committee provides guidance on the risk management activities, review the results of
the risk management process and reports to the Board of Directors on the status of the risk management initiatives.

The Company has exposure to the following risks arising from Financial Instruments:

Risk Exposure arising from

Credit Risk Cash and cash equivalents, trade & other receivables, financial assets measured at amortised cost
Liquidity Risk Financial liabilities

Market Risk — Foreign Exchange Recognised financial assets not denominated in ¥

Market Risk — Interest Rate Investments in debt securities

Market Risk — Price Investments in equity securities, units of mutual funds, debt securities measured at FVTPL, venture

capital fund and alternative investment funds
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Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to
meet its contractual obligations and arises principally from the Company's trade and other receivables, cash and cash
equivalents, and financial assets measured at amortised cost.

Exposure to credit risk is mitigated through regular monitoring of collections, counterparty’s creditworthiness and
diversification in exposure.

Exposure to credit risk

The carrying amount of financial assets represents maximum amount of credit exposure. The maximum exposure
to credit risk is as per the table below, it being total of carrying amount of cash and cash equivalent, trade and other
receivables and financial assets measured at amortised cost.

% (in Crore)

Particulars Lo Asat
March 31,2021 March 31,2020

Maximum exposure to credit risk 608.59 646.18

Expected Credit Loss (ECL) on Financial Assets

The Company continuously monitors all financial assets subject to ECLs. In order to determine whetheraninstrumentis
subjectto 12 month ECL (12mECL) or life time ECL (LTECL), the Company assesses whether there has been a significant
increase in credit risk or the asset has become credit impaired since initial recognition. The Company applies following
quantitative and qualitative criteria to assess whether there is significant increase in credit risk or the asset has been
credit impaired:

— Historical trend of collection from counterparty
— Company's contractual rights with respect to recovery of dues from counterparty
— Credit rating of counterparty and any relevant information available in public domain

ECL is a probability weighted estimate of credit losses. It is measured as the present value of cash shortfalls (i.e. the
difference between the cash flows due to the Company inaccordance with contract and the cash flows that the Company
expects toreceive).

The Company has three types of financial assets that are subject to the expected credit loss:
— Cashand cash equivalent
— Trade & otherreceivables

— Investmentin debt securities measured at amortised cost

Trade and Other Receivables

Exposures to customers’ outstanding at the end of each reporting period are reviewed by the Company to determine
incurred and expected credit losses. Historical trends of collection from counterparties on timely basis reflects low level
of creditrisk. Asthe Company has a contractual right to such receivables as well as control over preponderant amount of
such funds due from customers, the Company does not estimate any credit risk in relation to such receivables. Further,
management believes that the unimpaired amounts that are past due by more than 180 days are still collectible in full,
based on historical payment behaviour.

Cash and Cash Equivalents

The Company holds cash and cash equivalents and other bank balances as per note 4 and 5. The credit worthiness of
such banks and financial institutions is evaluated by the management on an ongoing basis and is considered to be high.
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Investment in Debt Securities measured at amortised cost

The Company has made investments in tax free bonds. Funds are invested after taking into account parameters like
safety, liquidity and post tax returns etc. The Company avoids concentration of credit risk by spreading them over several
counterparties with good credit rating profile and sound financial position. The Company’s exposure and credit ratings
of its counterparties are monitored on an ongoing basis.

Investmentin debt securities thatarein tax free governmentbonds do not carry any creditrisk, being sovereignin nature.
Credit risk from other financial assets has not increased significantly since initial recognition. Accordingly, the expected
probability of default is low.

The following tables show reconciliation from the opening to the closing balance of the loss allowance for financial assets
measured at amortised cost.

% (in Crore)
Reconciliation of loss allowance provision LTECL
Loss allowance as at April 01,2019 * 40.00
Add: Changes in loss allowance -
Loss allowance as at March 31,2020 40.00
Less: Financial asset derecognised (40.00)

Loss allowance as at March 31, 2021 -

* Relates to ECL provision on one of the financial instrument where the Company had assessed a significant increase in credit risk which had
subsequently become credit impaired.

Liquidity Risk

Liquidity risk is defined as the risk that the Company will encounter difficulty in meeting obligations associated with
financial liabilities that are settled by delivering cash or another financial asset. Liquidity risk arises because of the
possibility that the Company might be unable to meet its payment obligations when they fall due as aresult of mismatches
in the timing of the cash flows under both normal and stress circumstances. Such scenarios could occur when funding
needed forilliquid asset positions is not available to the Company on acceptable terms.

To limit this risk, management has adopted a policy of managing assets with liquidity in mind and monitoring future cash
flows and liquidity on aregular basis. The Company has developedinternal control processes for managing liquidity risk.

The Company maintains a portfolio of highly marketable and diverse assets that are assumed to be easily liquidatedin the
eventofanunforeseeninterruptionincashflow. The Company assesses theliquidity positionunder avariety of scenarios,
giving due consideration to stress factors relating to both the market in general and specifically to the Company.

Exposure to Liquidity Risk
The table below analyses the Company's financial liabilities into relevant maturity pattern based on their contractual
maturities for all financial liabilities.

T (in Crore)
As at March 31, 2021 Carrying amount Contractual Cash Flows
Total lyearorless More than1year
Financial Liabilities
Trade Payables 42.11 42.11 42.11 =
Lease Liability (remaining contractual maturities) 119.55 145.38 39.92 105.46
Other Financial Liabilities (excluding Lease Liability) 68.35 68.35 68.35 -
Total 230.01 255.84 150.38 105.46
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T (in Crore)

As at March 31,2020 Carrying amount Contractual Cash Flows

Total lyearorless More than 1year
Financial Liabilities
Trade Payables 46.73 46.73 46.73 -
Lease Liability (remaining contractual maturities) 117.68 142.24 38.20 104.04
Other Financial Liabilities (excluding Lease Liability) 60.69 60.69 60.69 -
Total 225.10 249.66 145.62 104.04
Market Risk

Market risk is the risk of loss of future earnings, fair values or future cash flows related to financial instrument that may
result from adverse changesin marketrates and prices (such as foreign exchange rates, interest rates, other prices). The
Company is exposed to market risk primarily related to currency risk, interest rate risk and price risk.

Currency Risk
The Company has insignificant amount of foreign currency denominated assets. Accordingly, the exposure to currency
risk is insignificant.

Interest Rate Risk
The Company's investments are primarily in fixed rate interest instruments. Accordingly, the exposure to interest rate
risk is also insignificant.

Price Risk

Price risk is the risk that the value of the financial instrument will fluctuate as a result of changes in market prices and
related market variables including interest rate for investments in debt oriented mutual funds and debt securities,
whether caused by factors specific to an individual investment, its issuer or the market. The Company'’s exposure to
price risk arises from investments in equity securities, debt securities, units of mutual funds, venture capital fund and
alternative investment funds which are classified as financial assets at Fair Value Through Profitand Loss and is as follows:

% (in Crore)

Particulars RSGE Asat
March 31,2021 March 31,2020

Exposure to price risk 4,263.12 3,419.96

To manage its price risk from investments in equity securities, debt securities, units of mutual funds, venture capital
fund and alternative investment funds, the Company diversifies its portfolio.

Sensitivity Analysis
The table below sets out the effect on profit or loss and equity due to reasonable possible weakening/strengtheningin
prices of 5%:

3 (in Crore)
Particulars (LTS LERTET L For the year ended
March 31, 2021 March 31,2020

Effect on Profitand Loss
5% increase in the prices 213.16 171.00
5% decrease in the prices (213.16) (171.00)
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HDFC ASSET MANAGEMENT COMPANY LIMITED

Notes to financial statements

for the year ended March 31, 2021

Note 38

During the year ended March 31, 2020, the Company and its certain employees along with HDFC Trustee Company Limited
received show cause notices from SEBI for matters related to Essel group exposure in certain fixed maturity plans of HDFC
Mutual Fund. All the concerned parties along with the Company had filed an application for Settlement with SEBI and had
received a Settlement Order dated April 16, 2020. The Company being the Investment Manager to HDFC Mutual Fund, has
already compensated the unit holders of the affected mutual fund schemes and has also paid the settlement amount to SEBI.

Note 39

The COVID-19 pandemic and consequent lockdown imposed in March 2020 impacted a whole range of economic activities
adversely. The phase wise openingup initiatedin the quarter ended June 30, 2020led to arecovery in varied measures across
different sectors of the economy, industries and businesses.

While the situationlooked quite upbeatin Jan-Feb 2021, due to the onset of the ‘second wave', things have deteriorated quickly
since then. An accelerated increase in the number of COVID-19 cases has necessitated imposition of restrictions which may
once again inhibit economic activity and affect markets.

The extent to which the second wave of COVID-19 pandemic willimpact the Company's financial statements will depend on
ongoing as well as future developments, which at this juncture are highly uncertain.

While it is expected that economic activity will improve once restrictions are eased, the situation will have to be closely
monitored till the pandemicis put to rest.

The Company has assessed theimpact of the pandemic onits operations andits assetsincluding the value of itsinvestments
and tradereceivables as at March 31, 2021. The management does not, at this juncture, believe that the impact on the value
of the Company's assets is likely to be material. However, since the revenue of the Company is ultimately dependent on the
value of the Assets Under Management (AUM) it manages, changes in market conditions and the trend of flows into mutual
funds have an impact on the operations of the Company. Since the situation is still uncertain, its effect on the operations of
the Company may be, to some extent, different from that estimated as at the date of approval of these financial statements.
The Company continues to closely monitor material changes in markets and future economic conditions.

Further, during the year ended March 31, 2021, there has been no material change in the controls or processes followed in the
preparation of the financial statements.
Note 40

The Code on Social Security, 2020 (‘Code’) relating to employee benefits during employment and post-employment benefits
received Presidential assent in September 2020. The Code has been published in the Gazette of India. However, the date on
which the Code will come into effect has not been notified. The Company will assess the impact of the Code when it comes
into effect and will record any related impact in the period in which the Code becomes effective.

Note 41

Previous year figures have been regrouped/reclassified wherever necessary, in order to make them comparable.

As per our report attached of even date For and on behalf of the Board of Directors

ForBSR&Co. LLP Deepak S. Parekh Navneet Munot

Chartered Accountants Chairman Managing Director & Chief Executive Officer
ICAI Firm Registration No: 101248W/W-100022 (DIN: 00009078) (DIN:05247228)

Akeel Master Piyush Surana Sylvia Furtado

Partner Chief Financial Officer Company Secretary

Membership No: 046768 (ACS:17976)

Mumbai, April 27, 2021
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