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SBI Cards and Payment Services Private Limited

Regd. Office: Unit 401 & 402, 4th Floor, Aggarwal Millennium Tower, E- 1,2,3, Netaji
Subhash Place, Wazirpur, New Delhi - 110034

NOTICE

Notice {s hereby given that the 19" Annual General Meeting of the Company will be
held on Friday, September 29, 2017 at 11:00 AM at the registered office of the
Company at Unit 401 & 402, 4th Floor, Aggarwal Millennium Tower, E- 1,2,3, Netaji
Subhash Place, Wazirpur, New Delhi — 110034 to consider the following items of
business:

Ordinary Business:
1. Adoption of Accounts

To consider, approve and adopt the financial statements of the Company for the
Financial Year ended 31# March 2017 including the Audited Balance Sheet of
the Company as at 31* March 2017 and Profit & Loss Account and the Cash
Flow Statement along with the schedules and notes appended thereto for the
year ended on that date together with the report of the Auditors and Directors
thereon along with the report of Comptroller and Auditor General of India.

2, Fixing of Auditors Remuneration

To consider fixation of Statutory Auditors Remuneration or to determine the
manner of fixing the remuneration for the Financial Year 2017-18.

3. To approve Interim Dividend
To confirm the interim dividend of Rs. 1 (i.e. 10%) per equity Share for the

financial year ended March 31, 2017, amounting to Rs. 785,000,002 declared
by the Board of Directors.

By Order of the Boa:g of Directors

For SBI Cards and Payment Se ices Pvt. Ltd.
C ecretary
Date :14-0%- 2017
Place :Gu-J. ‘K-l—ﬁlf\-
NOTES
1. A member entitled to attend and vote at the meeting is entitled to appoint a
proxy to attend the meeting and the proxy need not be a member of the

Company.

CIN: Us5999DL1998PTCG93849 # Telephone No.: 0124-4389803 # Fax No.; 0124-3987306
Email address: feedback@sbicard.cam# website: www.sbicard.com



The instrument appointing the proxy should be deposited at the Registered

Office of the Company not less than 48 hours before the commencement of

the meeting.

3. All the relevant documents in respect of accompanying notice are open for
inspection at the Registered Office of the Company on all days (except on

Saturday and Sunday), between 11.00 AM to 5.00 PM. up to the date of
AGM.

CIN: U65999DL1998PTC093849 # Telephone No.: 0124-4589803 # Fax No.: 0124-3987306
Email address: feedback@sbicard.cam# website: www .shicard.com



Form No. MGT-1]
Proxy form
{Pursuant to section 103(6) of the Companics Act, 2013 and rude 19(3) of the Companies
(Managemeni and Administration) Rules, 2014}
CIN: U63999DLI998PTC093849
Name of the company: SBI Cards and Payment Services Private Limited
Registered office: Unit 401 & 402,4™ Floor, Aggarwal Millennium Tower, E 1,2,3,
Netaji Subhash Place, Wazirpur, New Delhi, Delhi - INDIA - 110034

Name of the member (s) :
Registered address :
E-mail Id:

Folio No/ Client Iid ;
DPID:

I/We, being the member (s) of ............. shares of the above named company, hereby appoint

1. Name @ i
Address :

E-mail Id :

Signature 5.....ccceeveeene or failing him

2 Name i,
Address:

E-mail 1d :

Signature:................, or failing him

3. Name e,
Address:

E-mail Id:
Signatures.......ooviinn.

as myfour proxy to attend and vote {on a poll) for mefus and on myfour behalf at the
.............. Annual general meeting/ Extraerdinary-senerabmeeting of the company, to be held on the
September 29, 2017 at 11:00 a.m. a1 Unit 401 & 402, 4th Floor, Aggarwal Millennium Tower, E- 1,2,3,
Netaji Subhash Place, Wazirpur, New Delhi - 110034 and at any adjournment thereof in respect of such
resolutions as are indicated below:

Resolution No. Lo
Resolution No. 2.....ceieveiiiiiecennieneinie
Resolution No. 3..c.viviiiiiiiiiiiiiin e
Signed this...... day of......... 20....
Aflix
Signature of sharcholder Revenue
Stamp

Signature of Proxy holder(s)

Note: This form of proxy in order to be cffective should be duly completed and deposited at the
Registered OfTice of the Company, not less than 48 hours before the commencement of the Meeting,
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SBI CARDS AND PAYMENT SERVICES PRIVATE LIMITED
DIRECTORS’ REPORT TO THE MEMBERS OF THE COMPANY
Dear Members,

Your Directors are pleased to present the Nineteenth Annual Report along with the
Audited Annual Accounts of your Company for the financial year ended March 31, 2017.

FINANCIAL SUMMARY & STATE OF COMPANY'S AFFAIRS

The financial performance of the company for the financial year ended March 31, 2017
and for the previous year iy summarized below: -

Rs. In Crores
S.No | Particulars 2016-17 2015-16
1 Income 3363.49 2491.78
2 | Finance Cost 521.58 430.32
3 | Operating & Other Expenses 1786.98 1270.75)
4 | Depreciation and Amortization 1.04 0.84
S | Profit /({Loss) Before Tax 598.46 438.18
8 |Tax 208.05 154.28
9 | Profit /(Loss) After Tax 390.41 283.9
10 | Add: Opening surplus in statement of profit and loss 122,49 -10.15
11 | Less: Transfer to Statutory Reserve 78.08 56.78
12 | Interim equity dividend 78.50 78.50
(amount Rs. 1 per share)
13 | Tax on Interim equity dividend { 15.98 153.98
14 | Balance of P&L Account C/F to Balance Sheet 340.33 122.49

BUSINESS PERFORMANCE

In FY'16-17, your company has generated Profit after Tax of Rs. 390.4 Cr as against
Rs 283.9 Cr in FY 15-16 at YOY growth of 37%.

Acquisition of new accounts has grown YOY by 50% leading to 28% growth in our cards
base to 4.6 MM as compared to 3.6 MM. Our portfolio spends has shown an YOY
increase of 51% to close at Rs. 43,436 Cr. The growth rates in both spends and cards
have been phenomenal and compares favourably against industry growth rates of 22%
and 36% in cards and spends respectively. The impressive growth rate has enabled the
company to achieve 2 position in both spends and cards category.



Growth in Cards and Spends have enabled our Receivables to clock an increase of 39%
YOY. The company is closed monitoring it's pre and post acquisition quality. The
portfolio growth is taking place without compromising on partfolio quality. Gross NPA
level for FY'16-17 has shown a downward trend to close at 1.6% as compared to 2.0%
previous year.

Your company continuously reviews it's existing product suite and explores
opportunities in the market for new tie-ups and new product launches to offer best value
proposition to customers. We have launched seven new products during the current
financial year. We refreshed our exiting Signature Card and introduced “Elite” Card with
enhanced features to cardholders. An exclusive variant of Elite Card was launched for
SBIl-Xclusive wealth management customers. The company launched its 2% cobrand
card with Future Group namely SBI Central Card. We launched two other cobranded
cards with Karnataka Bank and Chennai Metro. In order to target the youth, we
launched SBI Students Plus Card for students in colleges and premier institutes.

As an initiative towards enabling digital India, We have also introduced a new “SBl
Unnati Card” to focus exclusively to SBI customers.

On the digital front, your company has progressed phenomenally by ramping up its
digital presence in web and mobile space,

SBI Card website receives #14 MM visitors per month with 9.4 MM unique visitors.
Close to half our cross sell sales take place through our website. We have also added
additional following features on our website:

o Online KYC document submission for renewal of KYC through
website

o Add-on Plus where customer can set the new mobile number for
Add on card related notification and select a different credit limit
for the Add-on Card

o CLick2Buy functionality for Encash and Flexipay where
customer can login through the OTP through SMS to book Encash
or Flexipay on website

o Career Website Integration with SBI Card website

¢ Add-on KYC to collect the KYC documents of the Add ON Card
holder to ensure a complete digital process

o MySBIWorld on onlinesbi.com, this project enable the linkage of
SBI Card post login section with Online SBI post login section so
the customers can view their SBI credit card information on the
Online SBI itself

o Webform functionality for complaint management

Our SBI Card mabile application has 3 MM+ logins per month. We have added new
functionalities to the application this year namely, online rewards redemption, Estore
buy integration with Goibibo and cross sell booking functionality.



We have enhanced our presence of social media platforms with 9 lac+ followers in
facebook and 1.5 lacs~ fans in twitter. During the year we introduced our presence on
Instagram too to cater to Travel & Fashion customer segments,

PROSPECTS

SBl Cards envisions making life simple for our cardholders by offering a superior
customer experience, enhanced value proposition above competition and world class
products to serve our customers. In the current financial year, Your Company has
reached to 2n¢ position both in terms of no, of Cards as well as spends on Cards, We
have also introduced new products and enhanced our service levels.

The company is focussed on growing our portfolio in a profitable manner and keeping
a close watch on the portfolio health. SBI Card will concentrate on increasing its
market share in cards and spends to achieve a superlative market position in the
industry.

With this objective in mind, we have launched “Project Shikhar®. One of the primary
objective of this project is to ramp up sourcing from SBI customer base. We have already
launched a product “Unnati” and are in the process of iaunching more products for this
segments, We are also reviewing our internal processes/policies to enable faster
turmarcund and superior customer experience. For open market sourcing, we will
explore new distribution channels and expand our footprint to ramp up sourcing. We
will also continue to explore new Co-brand tie-ups to expand our coverage in areas of
Retail, lifestyle, e-com and hospitality. This may require additional investments in the
short run but will pay dividends in the long run with respect to profitability and industry
position,

We have grown our commercial card base phenomenally this year and shall continue to
focus on this segment as well to grow our portfolic. We shall focus on large and medium
corporates for stable and profitable growth and shall continue to add value to our
customers through premium service experience. The recent changes in KYC regime by
allowing customers to complete through e-kyc using Aadhar biometrics offers
simplification in customer acquisition process. We initiated a project this year to obtain
KYC through Aadhar this year. We plan to leverage this facility to greater volumes next
year to simplify our processes.

We remain committed to maximise value all our stakeholders, internal and external,
including our customers, employees, shareholders and business partners. The business
and financial performance of the company has been improving year on year. Our strong
customer base, robust processes and internal control along with strong parentage and
patronage of State Bank of India provides us a platiorm to reach greater heights in times
to come.

There has been no change in the nature of business during the year under review.

REPORT ON PERFORMANCE OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURE COMPANIES:

During the year under review, your Company did not have any subsidiary, associate
and joint venture company.
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MATERIAL CHANGES AND COMMITMENTS DURING THE YEAR UNDER REVIEW

With the Public announcement of GE made on 10th April 2015 with respect to the
reduction of the size of financial business, State Bank of India (the current shareholder)
has proposed to increase its stake in the Company to 74% and the balance shares would
be bought by a minority shareholder.

MANAGEMENT'S DISCUSSION AND ANALYSIS REPORT

Management's Discussion and Analysis Report for the year under review, as stipulated
under the Master Direction - Non-Banking Financial Company - Systemically Important
Non-Deposit taking Company and Deposit taking Company (Reserve Bank) Directions,
2016 dated 01-09-2016, is presented in a separate section forming part of the Annual
Report.

DIVIDEND

In this fiscal, the company has achieved net profit of Rs. 390 Cr @ a growth rate of 37%
vs previous year. In view of the commendable financial performance of the company,
your Directors have declared an interim dividend of Rs. 1.00 {i.e. 10 %} per equity share
(last year Rs. 1 (i.e. 10 %) per equity share} during the financial year ended March 31,
2017, amounting to Rs. 78,50,00,002/- and Tax on the same amounting to Rs.
15,98,07,530/~ aggregating to Rs. 94,48,07,532/- which is being put up to the
shareholders in the Annual General Meeting, No further dividend is being declared this
year.

RESERVES

During the year ended March 31, 2017, the Company appropriated Rs. 780,815,569
towards the Statutory Reserves {Rs. 567,801,390/~ in FY 2015-16) in accordance with
Section 453-IC of the Reserve Bank of India Act, 1934.

Also, an amount of Rs. 764,041 was utilized from Capital Reserve towards Share based
employee compensation cost for the FY 2016-17,

PARTICULARS OF CONTRACTS OR ARRANGEMENTS MADE WITH RELATED
PARTIES

Particulars of contracts or arrangements with related parties referred to in Section
188(1} of the Companies Act, 2013, in the prescribed Form AQC-2, is appended as
Annexure 1 to the Board's Report. Further, the policy on dealing with Related Party
Transactions is also appended as Annexure 2 to the Board's Report.

CAPITAL ADEQUACY
As per the Reserve Bank of India norms applicable for NBFC, the company is required

to keep a Capital Adequacy Ratio {(CAR) of 15%. company's CAR is well above the
regulatory requirement at 17.06% with 12.72% as Tier 1 Capital.



DEBENTURES
a. Issue and Allotment

During the Financial Year 2016-17, your Company raised Rs. 200 Crores by issue and
allotment of 2000 Fixed Rate, Unsecured, Rated, Taxable, Redeemable, Subordinated
Non-Convertible Debentures of Rs. 10,00,000/- each in the nature of subordinated debt
constituting Tier Il Capital of the Company.

b. Appointment of Trustee in place of retiring Trustee

Further, SBI Trustee Company Limited for the Debenture Series 4 had submitted notice
of retirement from its capacity as trustee for the Debenture Holders vide letter dated
December 29, 2016, pursuant to prevailing applicable laws in relation to debenture
issuance and debenture trusteeship, in particular the Securities and Exchange Board
of India (Debenture Trustees) Regulations, 1993 (including any amendments thereto).
The retirement shall be effective from May 8, 2017.

Your Company has with effect from May 8, 2017, with the permission of the Board
appointed Axis Trustee Services Limited (ATSL} as Trustee of the Debenture Holders of
Debenture allotted on September 28, 2012 under Debenture Series 4.

CHANGE IN REGISTRAR AND TRANSFER AGENT [RTA)

During the year under review your Company appointed Skyline Financial Services Pvt.
Ltd. as Registrar & Transfer Agent of the Company to carry out the activities of registry
and transfer of Shares of the Company in place of Sharepro Services (India) Pvi. Ltd.

PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS UNDER SECTION 186
OF COMPANIES ACT, 2013

During the year under review your Company invested Rs. 10010 in 1001 equity shares
of SBI Foundation at the rate of Rs. 10 per share (face valuej by way of
purchase/transfer of such shares from/by State Bank of India.

DIRECTORS AND KEY MANAGERIAL PERSONNEL

Composition of the Board of Director is in terms of the Companies Act, 2013 and the
RBI Directions. Board consists of eight Directors namely Smt. Arundhati Bhattacharya,
Shri Dinesh Kumar Khara, Shri Neeraj Vyas, Shri Ryan Armand Zanin, Shri Banmali
Agrawala, Shri Ashwini Kumar Sharma, Smt. Saraswathy Athmanathan and Shri
Ashish Sharma (who resigned {rom the directorship of the company with effect from the
conclusion of the Board Meeting held on August 09, 2017.) Shri Vishal Gulati (DIN
07564924) was appointed as the nominee Director with effect from conclusion of the
Board Meeting held on August 09, 2017.



Following changes are being reported in the comnposition of Board of Directors during the
FY 2016-17 and up to the date of the report:

S. No. Director Appointment Cessation/resignation
(FY 2016-17) (FY 2016-17)
1. Shri Narasimhachari - July 21, 2016
Krishnamachari {Resignation)
2. Shri Prashant Kumar July 21, 2016 January 19, 2017
(Appointed as (Resignation)
Nominee Director
Director)
3. Shri V G Kannan - July 30, 2016
{Resignation)
9. Smit. Saraswathy | September 12, 2016 | -
Athmanathan (Appointed as
Nominee Director
Director)
5. | Shri Ryan Armand Zanin September 23, 2016
{Regularised as
Nominee Director
Director)
6. | Shri Dinesh Kumar Khara| November 1, 2016
(Appointed as
Nominee Director
Director}
7. Shri Neeraj Vyas January 31, 2017 -
{Appointed as
Nominee Director of
SBI])
8. Shri Percival Sam Billimoria | - June 12, 2017
{Resignation)
9. | Shri Ashish Sharma - Resignation
{With effect from the
conclusion of the
Board Meeting held on
August 09, 2617)
10. | Shri Vishal Gulati Appeinted as
Nominee Director of
GECMOI with effect
from the conclusion
of the Board Meeting
heid on August 09,
2017

Your Directors place on record their sincere appreciation for the contribution made by
Shri V G Kannan, Shri Narasimhachari Krishnamachari, Shri Prashant Kumar, Shri
Percival Sam Billimoria and Shri Ashish Sharma during their tenure on the Board of
the Company.



Company has three Key Managerial Personnel namely Shri Vijay Kumar Jasuja, Manager
designated as CEO, Shri Praveen Singh, CFO and Ms. Payal Mittal, Company Secretary
as on March 31, 2017.

During the financial year 2016-17, Shri Vijay Kumar Jasuja has been re-appointed as
the Manager designated as Chief Executive Officer of the Company with effect from July
9, 2016 to January 31, 2018. Also, Shri Praveen Singh was appointed as the CFO with
effect from November 1, 2016. Shri Digmanu Gupta was relieved of his duties as CFO
on September 9, 2016.

NUMEER OF MEETINGS OF THE BOARD

6 meetings of the Board of Directors were held during the year. The Board met on 27-04-2016,
04-07-2016, 28-07-2016, 01-11-2016, 31-01-2017, 29-03-2017. The maximum interval between
any two meetings did not exceed 120 days, as preseribed in the Companies Act, 2013,

The details of the meetings attended by directors during the {inancial year 2016-17 are

as follows:
5. No. | Name of Directors/ Member DIN Status No. of Meetings
Attended
1. Smt Arundhati Bhattacharya| 02011213 Chairman 3
2. Shri Dinesh Kumar Khara 06737041 Director 3
appointed orl
01-11-2016
3. Shri Neeraj Vyas 07053788 Director 2
appointed on
31-01-2017
4, Smt Saraswathy Ahmanathan| 06798837 Director 3
appointed on|
12-09-2016
i S5 Shri Ashwini Kumar Sharma | 00157371 Director 5
|6, Shri Banmali Agrawala 00120029 Director 1
| 7. Shri Ashish Sharma 01659506 Director 6
Y Shri Ryan Armand Zanin 07316506 Director 5
P9 Shri V G Kannan 03443982 Ex-Director 3
Cessation
wef  30-07-
_ 2016
10. | Shr Narasimhachari 07409731 Ex-Director 2
Krishnamachari Cessation w.e.}
21-07-2016
11. Shri Percival Sam Billimoria | 01197535 Independent 1
e Director Al
12. | Shri Prashant Kumar 07562475 Ex-Director L
| Cessation w.e.[
e e 19001-2017 ——




COMPOSITION OF AUDIT COMMITTEE

The composition of the Audit Committee and the details of the 6 Audit Committee
meetings held in accordance with the applicable guidelines and rules, during the year

ending March 31, 2017 are as follows:

S. No. | Name of Directors/| Status No. of Meetings
Member Attended
1 Shri Neeraj Vyas Member wef 31-01-2017| 1
Chairman wefl 29-034
2017
2 Smt Saraswathy| Member wel 12-09-2016| 3
Athmanatha
3 Shri Ashish Sharma Member 6
Shri Narasimhachari Ex-Member 2
Krishnamachari w.e.f21-07-2016
5 Shri Prashant Kumar Ex-Member 2
w.e.f 19-01-2017

The Audit Committee met on 27-04-2016, 04-07-2016, 28-07-2016, 01-11-2016, 31-
01-2017, 29-03-2017.

Shri Ashish Sharma resigned from the directorship of the company with effect from the
conclusion of the Board Meeting held on August 09, 2017 consequently vacancy was
created in Audit Committee as well. Shri Vishal Gulati (DIN 07564924} was appointed
as the nominee Director and member of Audit Committee with effect from conclusion of
the Board Meeting held on August 09, 2017,

COMPOSITION OF RISK MANAGEMENT COMMITTEE

The composition of the Risk Management Committee and the details of the 4 Risk
Management Committee meetings held, in accordance with the applicable guidelines and
rules, during the year ending March 31, 2017 are as [ollows:

S.No. [Name of  Directors/| Status No. of Meetings
Membher Attended
1 Shri Neeraj Vyas Member wef 31-01-2017| -
2 Smt Saraswathyl Member wef 12-09-2016{ 2
Athmanatha
& Shri Ashish Sharma Member 4
Shri Narasimhachari Ex-Member
Krishnamachari w.e.f21-07-2016
5 Shr Prashant Kumar Ex-Member 2
w.e.f19-01-2017

The Risk Management Committee met on 27-04-2016, 28-07-2016,01-11-2016, 31-01-

2017,

Shri Ashish Sharma resigned from the directorship of the company with effect from the
conclusion of the Board Meeting held on August 09, 2017 consequently vacancy was
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created in Risk Management Committee as well. Shri Vishal Gulati (DIN 07564924) was
appointed as the nominee Director and member of Risk Management Committee with
effect from conclusion of the Board Meeting held on August 09, 2017.

COMPOSITION OF NOMINATION AND REMUNERATION COMMITTEE
The composition of the Nomination and Remuneration Committee and the details of the

4 NRC meetings held, in accordance with the applicable guidelines and rules, during the
year ending March 31, 2017 are as follows:

S. No. | Name of  Directors/| Status No. of Meetings
Member Attended
1 Shri Neeraj Vyas Member wef 31-01-2017| -
2 Smt Saraswathyl Member wef 12-09-2016/ 2
Athmanatha
Shri Ashish Sharma Member
Shri Narasimhbachari Ex-Member w.e.f 21-07-| 2
Krishnamacharn 2016
5] Shri Prashant Kumar Ex-Member w.e.f 19-01-} 1
2017

The Nomination and Remuneration Committee met on 27-04-2016, 04-07-2016, 01-11-
2016, 31-01-2017.

The NRC has been reconstituted with effect from 07-04-2017 with following members:
1. Shri Dinesh Kumar Khara

2. Shri Ashwini Kumar Sharma
3. Shri Ashish Sharma

{nominee Director SBI)
{nominee Director SBI)
{nominee Director GE Capital)

Shri Ashish Sharma resigned [rom the directorship of the company with effect from the
conclusion of the Board Meeting held on August 09, 2017 consequently vacancy has
been created in Nomination and Remuneration Committee as well.

COMPOSITION OF CORPORATE SOCIAL RESPONSIBILITY COMMITTEE

The Composition of the Corporate Social Responsibility (CSR) Committee of the Board
of Directors of the Company and the details of the 3 CSR Committee meetings held, in
accordance with the applicable guidelines and rules, during the year ending March 31,
2017 are as follows:

S. No. | Name  of  Directors/| Status No. of Meetings
Member Attended

1 Shri Neeraj Vyas Member wef 31-01-2017] -

2 Smt Saraswathy] Member wef 12-09-2016| 1
Athmanatha

3 Shri Ashish Sharma Member | 3

9
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4 Shri Narasimhachari Ex-Member w.e.f21-07-| 1
Krishnamachari 2016

S Shri Prashant Kumar Ex-Member w.e.f 19-01-§ 1
2017

The CSR Committee met on 27-04-2016, 28-07-2016, 31-01-2017.

Shri Ashish Sharma resigned from the directorship of the company with effect from the
conclusion of the Board Meeting held on August 09, 2017 consequently vacancy was
created in CSR Committee as well. Shri Vishal Gulati (DIN 07564924} was appointed as
the nominee Director and member of CSR Committee with effect from conclusion of the
Board Meeting held on August 09, 2017,

The terms of reference of CSR Committee include the following:

a. To formulate and recommend to the Board, a CSR policy which shall indicate the
activities to be undertaken by the Company as per the Companies Act, 2013;

b. To review and recommend the amount of expenditure to be incurred on the
activities to be undertaken by the company;

c. To monitor the CSR policy of the Company from time to time;

d. Any other matter as the CSR Committee may deem appropriate after approval of
the Board of Directors or as may be directed by the Board of Directors from time
to time.

The CSR Policy along with the details of CSR activities during the year as per
Corporate Social Responsibility Policy Rules, 2014 has been appended herewith
as Annexure 3.

VIGIL MECHANISM

In accordance with the provisions of the Companies Act, 2013, the Company has
established a Vigil Mechanism for Directors and Employees to provide a mechanism
which provides adequate safeguards to employees and Directors from any victimization
on raising of concerns of any unethical practice/non-compliance/ irregularity cbserved.
The Policy on the Vigil Mechanism of the Company is displayed on the Website of the
Company.

POLICY ON APPOINTMENT AND REMUNERATION OF DIRECTORS

Company follows the fit and proper criteria as laid down by RBI Directions and the
Nomination & Remuneration Policy of the Company {ramed under Section 178(2) & (3)
of The Companies Act, 2013 & RBI Circular no. 2014-15/552 DNBR
(PD)CC.N0O.029/03.10.001/2014-15 April 10, 2013 for appointment of Directors.
Nomination and Remuneration Committee of the Board recommends for appointment
of a Director based on the fit and proper criteria Policy and Nomination & Remuneration
Policy of the Company further the Nomination and Remuneration Committee is
responsible to ensure 'fit and proper status of proposed/ existing directors. The
Nomination & Remuneration Policy of the Company is annexed as Annexure 4

Pecuniary transactions of Directors with the Company during the financial year 2016-17
are as under:
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Sitting Fee at the rate of Rs. 15,000 per Board Meeting and Rs. 10,000 per Committee
Meeting is paid to Shri Ashwini Kumar Sharma, Smt Saraswathy Athmanathan and Shri
Percival Sam Billimoria for the meetings attended by them during the FY 2016-17.

Closing Balance as on March 31, 2017 of the credit cards issued to Directors of the
Company is Rs. 11,94,859/-

AUDITORS & COMMENTS ON AUDITORS REPORT

During the year under review, the office of the Comptroller and Auditor General of India
(hereinafter referred to as “CAG") exercising the power conferred under section 139 of
the Companies Act, 2013, appointed M/s. Gandhi Minocha & CO., Chartered
Accountants (Registration No. 000458N), as the Statutory Auditor of the Company for
the financial year 2016-17. Supplementary Audit of the Company was conducted by
Principal Director of Commercial Audits on behalf of CAG in accordance with Section
143 of the Companies Act, 2013. There are no qualifications, reservations or adverse
remarks or disclaimers made by Statutory Auditor and CAG in their reports.

The Statutory Auditors’ report and CAG Audit Report are self-explanatory in nature and
does not require any comments from Directors of the Company.

Further, the Statutory Auditors for the Financial Year 2016-17 are being appointed by
the Comptroller and Auditor General of India on such terms and conditions as CAG may
prescribe,

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION

While the business activity of the Company does not result in any material consumption
of energy, still the Company is commitied to continue its efforts towards the
conservation of energy. Energy conservation and technology updates are a part of the
ongoing processes in your Company. The efforts made towards technology update have
been detailed in this Report.

FOREIGN EXCHANGE EARNINGS AND OUTGO

During Financial Year 2016-17, the Company incurred foreign currency expense of an
amount of Rs. 986,437,462/~ on network, other service charges and other expenses
{2015-16: Rs. 770,254,744/-.

The dividend remitted during the year 2016-17 in foreign currency was Rs. 314,000,000
(2013-16: Rs. 314,000,000).

The foreign exchange earnings during the year 2016-17 were Rs. 1,041,003,974/-
(2015-16: Rs. 529,347,672/-).

CORPORATE GOVERNANCE
Your Company has a strong and committed corporate governance [ramework, which
encompasses policies, processes and people, by directing, controlling and managing

activities with objectivity, transparency and integrity.



Your Company is committed to ensure fair and ethical business practices, transparent
disclosures and reporting. The focus of the Company is on statutory compliance,
regulations and guidelines and ethical conduct of business throughout the organization
with primary objective of enhancing stakeholder’s value while being a responsible
corporate citizen.

CREDIT RATING

The credit ratings of the company as at the end of 31 March, 2017 are as below:

Instrument Rating Rating Comments
Agency
This is highest level of
Debentures/Bonds  AAA/Stable CI?ESR&& ratings and

Instruments with this
rating are considered to
have very strong degree

Short Term of safety regarding
Ratings(Bank Al+ CRISIL & timely payment of
Lines/Commercial ICRA financial obligations.
Paper)

Such instruments carry
lowest credit risk.

AWARDS

» SBI Card has qualified as an organization built on high-trust, high-performance
culture and has been certified as Great Warkplace by Great place to work Institute,
India. SBI Card was chosen amongst 600+ organisation pan India

~ 5Bl Card has been adjudged as the 14th best ‘Dream Company to work for’ by
World HRD Congress, in association with Times Ascent. A ranking of top-75
companies was made post a jury evaluation

# In above Congress, SBI Card also won award in the following categories for Best
Workplace practices, For managing health at work and Best in employee engagement

~ CEO of SBI Card won ‘CEO with HR orientation’ which recognizes the fact that
under his leadership, the organization has succeeded in creating noteworthy
benchmarks in human resource practices and employee relationships, thereby
making SBI Card the No. 2 credit card company in India

~ SBI Card has been acknowliedged by LinkedIn for highest increase in “Talent Brand
Index”

» SBI Card awarded Most Trusted Brand by Reader's Digest Trusted Brand Awards
2016

» 8Bl Card's Corporate card team has been awarded with the “number One
commercial card issuer” award by VISA



~ Fraud Control Team was awarded with “Champion Security Award” for the South
Asia region for the lowest fraud to sales ratio and strong risk management process.

# At the global Compliance Register Platinum Award ceremony in London, SBI Card
won the award for ‘Compliance Excellence’ and bagged the Runner Up award in
‘Best Head of Regulatory Compliance’ category

» The compliance team of SBI Card was also awarded ‘Excellent Compliance
Performer-2016’ across Indian industries at the Annual Compliance 10/ 10 awards

SBI Card also won ‘Compliance Team of the Year-Overseas' award at GRCI Annual
Awards 2016 across Australasia

Y

» SBI Card legal team has been awarded the ‘Best In-House Legal Team of the Year
(Mid-Size)’ at the Indian Legal Awards organized by Legal Era Magazine

v

SBI Card was awarded for Best Loyalty Program in Financial Sector: Non-
Banking, during The Customer FEST Show at the 10th edition of Loyalty Summit

» SBI Card awarded with the “Best Data Quality” award in NBFC category for the
second time in a row, at annual CIBIL conference.

INTERNAL FINANCIAL CONTROLS

The Board has adopted the policies, processes and strueture for ensuring the orderly
and efficient conduct of its business with adequate and effective internal financial
control across the organization, including adherence to the Company’s policies, the
safeguarding of assets, the prevention and detection of frauds and errors, the accuracy
and completeness of the accounting records, and the timely preparation of reliable
financial disclosures.

Also, the company has an internal audit system commensurate with the size of the
company and has appointed Emst & Young for conducting periodic audits of the
internal functions and processes of the company. During the year under review, no
material or serious observation has been received from the Internal Auditors of the
Company for inefficiency or inadequacy of such controls.

DISCLOSURE OF ORDERS PASSED BY REGULATORS OR COURTS OR TRIBUNAL

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

RISK MANAGEMENT AT SBI CARDS

Your company has in place a robust and comprehensive Risk Management framework
enumerating risk based decision making and risk management processes encompassing
existing risks, new risks that may have arisen, the likelihood and impact of risks &
reporting significant changes adjusting to the risk priorities. In addition, the overall risk
management process is subjected to periodic review to deliver assurance that it remains
appropriate and effective, aligned with the emerging risks. Risk management program
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involves risk identification, assessment and risk mitigation planning for financial, credit,
strategic, operational, liquidity, legal, reputation, contagion, concentration, model and
regulatory related risks across various levels of the organization. The company has a
Board approved Risk Management Policy and Risk Appetite Statement and triggers and
the same is reviewed annually by the Board of Directors. The triggers laid out in the
Risk Appetite are reviewed monthly and are also reported to the Board in case of any
trigger breaches.

FRAUD REPORTING

Certain instances of customer frauds on the Company, primarily relating to fraudulent
usage of credit cards issued by the Company, have been reported during the FY 2016-
17. The total amount involved in these frauds was Rs, 49,461,633/-.

PARTICULARS OF EMFPLOYEES

Your Directors would like to place on record their sincere appreciation for the
cantributions made by employees of your Company at all levels. The information
required under the provisions of Rule 5 of Companies (Appointment and Remuneration
of Managerial Personnel) Rules, 2014 is given as annexure 5 of this Report.

PUBLIC DEPOSITS

The Company has not accepted any deposits from the public as defined in the Non-
Banking Financial Companies {Reserve Bank of India) Directions, as amended to date.

DIRECTORS' RESPONSIBILITY STATEMENT
Pursuant to Sec 134 (3) C of the Companies Act, 2013 your Directors state that:

(a) in the preparation of the annual accounts for the year ended March 31, 2017,
the applicable accounting standards had been followed along with proper
explanation relating to material departures;

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

(c) the directors had taken proper and sufficient care for the maintenance of
adequate accounting records in accordance with the provisions of this Act for
safeguarding the assets of the company and for preventing and detecting fraud
and other irregularities;

(d} the directors had prepared the annual accounts on a going concern basis; and

(c) the directors had devised proper systems to ensure compliance with the
provisions of all applicable laws and that such systems are adequate and
operating effectively.



DECLARATION BY INDEPENDENT DIRECTORS

The Company has received necessary declaration from Independent Director that he
meets the criteria of independence as provided in section 149(6) of the Companies Act
2013.

EXTRACT OF ANNUAL RETURN
Extract of Annual Return in Form MGT-9 is appended as Annexure 6 to this Report.

Sexual Harassment of Women at Workplace (Prevention, Prohibition and Redressal)
Act, 2013

Pursuant to the Sexual Harassment of Women at Workplace (Prevention, Prohibition
and Redressal) Act, 2013 and subsequent notification of rules in this regard, the
Company has adaopted the Policy for Prevention, Prohibition and Redressal of Sexual
Harassment of Women at Workplace.

Intermal Complaint Committee formed under the Provisions of the Act as on March 31,
2017 comprises of Nandini Malhotra (Presiding Officer), Girish Budhiraja, Ritu Saxena,
Siddhartha Dasgupta (Mumbai), K Padmanabh, Srariti Bijlani, Shephali Birdi, Raavi
Birbal (External Member) as the members of the Committee.

During the calendar year 2016, no case was reported under the Sexual Harassment of
Women at Workplace [Prevention, Prohibition and Redressal} Act, 2013.

ACKNOWLEDGEMENT
Your Directors wish to thank the Reserve Bank of India, Company's Bankers,

customers, shareholders, employees and collaborators for their valuable assistance,
support and co-operation.

Date: R -0%-20\F For and on behalf of the Board
Place: Nl
—
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CHAIRMAN

DIN: 02011213
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL HIGHLIGHTS
The financizal results for the year ended March 31, 2017 and the previous year

are as under:
In Rs. Crores

S. |Particulars 2016-17 2015-16

‘No
1 Income 3363.49 2491.78
2 | Finance Cost 521.58 430.32
5} Operating & Other Expenses 1786.98 1270.75
4 | Depreciation and Amortization 1.04 0.84
5 Profit /(Loss) Before Tax 598.46 438.18
6 Tax 208.05 154.28
7 | Profit /{Loss) After Tax 390.41 283.9

APPROPRIATIONS

In this fiscal, the company has achieved net profit of Rs. 390 Cr @ a growth
rate of 37% vs previous year. In view of the commendable financial performance
of the company, your company has paid interim dividend of Rs. 1 per equity
share (10%]) in this fiscal and have appropriated the profit as follows:

Particulars 2016-17 2015-16
|Deficit)/Surplus in the Statement 122 (10)
of P&L
Profit/{Loss) for the year 390 284
Transfer to Statutory Reserve {78) (37)

Transfer to General Reserve - =
Transfer to Capital Reserve =
Interim Dividend (79) {79)

Tax on Dividend (16) (16)
Balance carried over to Balance 340 122
Sheet

BUSINESS PERFORMANCE

In FY'16-17, your company has generated Profit after Tax of Rs. 390.4 Cr as
against Rs 2839 Cr in FY 15-16 at YOY growth of 37%.

Acquisition of new accounts has grown YOY by 50% leading to 28% growth in
our cards base to 4.6 MM as compared to 3.6 MM. Our portiolio spends has
shown an YOY increase of 51% to close at Rs. 43,436 Cr. The growth rates in
bothh spends and cards have been phenomenal and compares favourably



against industry growth rates of 22% and 36% in cards and spends
respectively. The impressive growth rate has enabled the company to achieve
2nd position in both spends and cards category.

Growth in Cards and Spends have enabled ocur Receivables to clock an increase
of 39% YOY. The company is closed monitoring it's pre and post acquisition
quality. The portfolio growth is taking place without compromising on portfolio
quality. Gross NPA level for FY'16-17 has shown a downward trend to close at
1.6% as compared to 2.0% previous year.

Your company continuously reviews it's existing product suite and explores
opportunities in the market for new tie-ups and new product launches to offer
best value proposition to customers. We have launched seven new products
during the current financial year. We refreshed our exiting Signature Card and
introduced “Elite” Card with enhanced features to cardholders. An exclusive
variant of Elite Card was launched for SBI-Xclusive wealth management
customers. The company launched its 2 cobrand card with Future Group
namely SBl Central Card. We launched two other cobranded cards with
Kamataka Banl and Chennai Metro. In order to target the youth, we launched
SBI Students Plus Card for students in colleges and premier institutes.

As an initiative towards enabling digital India, We have also introduced a new
“SBI Unnati Card” to focus exclusively to SBI customers.

On the digital front, your company has progressed phenomenally by ramping
up its digital presence in web and mobile space.

SBI Card website receives #14 MM visitors per month with 9.4 MM unique
visitors. Close to half our cross sell sales take place through our website. We
have also added additional following features on our website:

o Online KYC document submission for renewal of KYC through website
o Add-on Plus where customer can set the new mobile number for Add on
card related notification and select a different credit limit for the Add-on

Card

o CLick2Buy functionality for Encash and Flexipay where customer can
login through the OTP through SMS to book Encash or Flexipay on
website

o Career Website Integration with SBI Card website

o Add-on KYC to collect the KYC documents of the Add ON Card holder to
ensure a complete digital process

o MySBIWorld on oniinesbi.com, this project enable the linkage of SBI
Card post login section with Online SBI post login section so the
customers can view their SBI credit card information on the Online SBI
itself

o Webform functionality for complaint management

Our SBI Card mobile application has 3 MM+ logins per month, We have added
new functionalities to the application this year namely, online rewards



e

—

redemption, Estore buy integration with Goibibo and cross sell booking
functionality.

We have enhanced our presence of social media platforms with 9 lac+ foilowers
in facebook and 1.5 lacs+ fans in twitter. During the year we introduced our
presence on Instagram too to cater to Travel & Fashion customer segments.

PROSPECTS

SBI Cards envisions making life simple for our cardholders by offering a
superior customer experience, enhanced value proposition above competition
and world class products to serve our customers. In the current financial year,
Your Company has reached to 2% positdon both in terms of no. of Cards as well
as spends on Cards. We have also introduced new products and enhaneed our
service levels.

The company is focussed on growing our portfolio in a profitable manner and
keeping a close watch on the portfolio health, SBI Card will concentrate on
increasing its market share in cards and spends to achieve a superlative market
position in the industry.

With this objective in mind, we have launched “Project Shikhar”. One of the
primary objective of this project is to ramp up sourcing from SBI customer
base. We have already launched a product “Unnati” and are in the process of
launching more products for this segments. We are also reviewing our internal
processes/policies to enable faster turnaround and superior customer
experience. For open market sourcing, we will explore ncw distribution
channels and expand our footprint to ramp up sourcing. We will also continue
to explore new Co-brand tie-ups to expand our coverage in areas of Retail,
lifestyle, e-com and hospitality. This may require additional investments in the
short run but will pay dividends in the long run with respect to profitability and
industry position.

We have grown our commercial card base phenomenally this year and shall
continue to focus on this segment as well to grow our portiolio. We shall focus
on large and medium corporates for stable and profitable growth and shall
continue to add value to our customers through premium service experience.
The recent changes in KYC regime by allowing customers to complete through
e-kyc using Aadhar biometrics offers simplification in customer acquisition
process. We initiated a project this year to obtain KYC through Aadhar this
year. We plan to leverage this facility to greater volumes next year to simplify
OUr Processes.

We remain committed to maximise value all our stakeholders, internal and
external, including our customers, employees, shareholders and business
partners. The business and financial performance of the company has been
improving year on year. Our strong customer base, robust processes and
internal control along with strong parentage and patronage of State Bank of
India provides us a platform to reach greater heights in times to come.



MACRO ECONOMIC OUTLOOK

The outlook for growth in FY 7017-18 remains positive, as indicated by the
Reserve Bank of India in the Sixth Bi-Monthly Policy Statement. As per the
latest estimates released by the CSO, the country’s GDP growth is estimated at
7.1 per cent for FY 7016-17. Post demonetisation, growth is expected to bounce
back and likely to boost consumption demand in the next fiscal. RBl has
pegged the likely growth rate in FY 2017-18 at 7.4%.

One of the most significant event effecting the Indian Economy in FY 2016-17
was Demonetisation announced on November 2016. The basic objectives of the
exercise was aimed at addressing black money, counterfeit currency and terror
financing. In the backdrop of demonetisation, the Government of India gave a
push towards transforming India into a cash less economy providing a boost to
the long terms prospects of the payment industry. This has led to a favourable
environment with respect to acceptability of cards and other payment
instruments in the country.

The 3 factors which will drive the growth of digital payments in India are
digitally evolved consumers, concerted efforts of Government & RB! and well
equipped players. Estimates suggest that e-commerce market could grow by
40% annually for the next five years. Active support from the government for
cashless economy, growth of e-commerce and change in acceptance of credit
cards amongst consumers is expected to lead generate a huge opportunity for
credit card sector.

[ntroduction of GST in July2017 is going to be another event with significant
implications. A simplified and robust tax system is expected to improve
business sentiments leading to higher investments and growth.

INDUSTRY DEVELOPMENTS

As per the RBI Industry reports, number of credit cards in circulation in India
stands at 29.8 Mn as on Mar 2017 growing by 22% YOY. Retail spends on
credit cards for FY 2016-17 stands at Rs. 3,281 Bn showing a growth of 36%
YOY. No of POS terminals have also grown by 83% from 1.38 Mn to 2.52 in the
current financial year providing a much needed thrust to Indian payment
industry.

Your company has grown significantly above industry averages in both spends
and cards categories. The company has a total card base of 4.6 Mn as on Mar
7017 which is 26% higher than previous year. The company has improved its
market ‘ranking from 3¢ to 2= position in terms of card base with 15.3%
market share {14.8% previous year}.

Relail spends on our cards for FY n016-17 was at Rs. 43Bn which has grown
by impressive 51% YOY. The company leaped Lo 2= position in terms of spends
from 4t position with market share of 13.2% (11.9% previous year)




OPPORTUNITIES

Credit card spends as a percentage of Personal Consumption Expenditure in
India stands stands @ 3.7% for FY'16-17 which makes it one of the least
penetrated markets globally. This represents a huge potential to increase credit
card penetration in India.

The recent Demonetisation exercise by the Govt. of India has created a
favourable environment for payment companies including credit card
companies. Post demonetisation awareness & acceptance of credit cards have
increased amongst consumers leading to increase in new account sourcing and
increase in spends.

THREATS

Along with opportunities, post demonetisation has also brought in new
challenges to the sector. Due to lack of infrastructure in rural areas, it will
always be a major obstacle for growth of card industry in India. Further,
government has recently launched new payment system, Unified Payment
Initerface (UP}) and is also contemplating to leverage Aadhar database of UIDAI
to launch biometric based payment systems. The impact of these initiatives on
credit cards is uncertain and the company will need to keep a close watch to
analyse and take actions as and when required.

The company will also have to keep a close watch on the newly launched
Payment Banks. Though currently, these Banks are not allowed to launch
credit products, these banks may cause potential competition through their
enhanced distribution network and potential tie-ups with full service banks to
offer credit facilities.

RISKS AND CONCERNS

Cybersecurity has become a leading concern to the fnancial sector with
increase in incidents of data thefts and cyber frauds. The company accords
highest priority in keeping our networks and IT infrastructure safe and robust
in preventing such incidents. We are evaluating insurance cover to protect
against potential loss arising out of cyber frauds.

New Payment Technologies

The company has been making rapid strides to adopt and implement new
technologies. SBI cards has been one of the earliest issuers to launch contact
less cards in the industry with 3 of our products on contactless technaology
contnbuting 25% of our total new acquisitions.

The payments ecosystem is fast evolving and changing rapidly over last few
years with introduction of new payment systems in the form of Bharat OR,
mobile payment applications etc. Bharat QR payment system will allow
merchants to receive digital payments without the use Point-of-Sale {POS)
machines. This is expected to simplify digital payments and enable more people
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to move to the cashless payment methods. Visa has also launched M-visa, its
new transformative way to pay & accept payment using smartphones. These
technological developments are expected to lead to growth in this sector. The
advent of mobile technology in the payment space has introduced opportunities
to migrate plastic cards to virtual cards in mobile handsets.

Your company is well placed to embrace the changing technologies and has
launched its first product in association with Samsung Pay using HCE
technology. SBI Card became the second issuer in the country to launch
Signature contactless credit card which was followed by launch of contactless
FBB SBI StyleUP. We have planned to go-live with m-visa during FY'17-18.

INTERNAL CONTROL SYSTEMS AND ADEQUACY

Company has in place a robust & comprehensive Risk Management framework
enumerating risk based decision making and risk management processes
encompassing existing risks, new risks that may have arisen, the likelihood and
impact of risks & reporting significant changes adjusting to the risk priorities.
In addition, the overall risk management process is subjected to periodic review
to deliver assurance that it remains appropriate and effective, aligned with the
emerging risks. Risk management program involves risk identification,
assessment and risk mitigation planning for financial, credit, strategic,
operational, liquidity, legal, reputation, contagion, concentration, model and
regulatory related risks across various levels of the organization. The company
has a Board approved Risk Appetite Statement and triggers and the same is
reviewed annually by the Board of Directors. The triggers laid out in the Risk
Appetite are reviewed monthly and also reported to the Board in case of any
trigger breaches.

The intemal audit process is synchronized with the Risk Management
Framework of the company. The company has an internal audit system
commensurate with the size of the company and had appointed Ernst & Young
for conducting periodic audits of the intermal functions and processes of the
company for the year.

HUMAN RESOURCES

Your company has revamped employee benefits structure which focuses on
enhancing employee advantages and experience. 540 people were employed in
the Company as on 31-03-2017.

A new Insurance Benelfits policy for the new financial year has been designed
offering more value for our employees.

Comprehensive program focusing on employee health and wellness has been
introduced as ‘Embracing Wellness' for all our locations which would replace
our current program ‘Health Ahead’.

In our endcavour to drive a strong Reward & Recognition culture at 8Bl Card,
we revamped our R&R programs and branded as “Wings". With this program,



our aim is to promote a healthy culture of recognition across the organization,
at the same time keeping it simple and instant so as to make it an enriching
experience for our employees. Keeping this in mind the new R&R structure has
been thoughtfully curated, adapting to the best in class industry practices.
Some of the key highlights of the new R&R structure are as follows:

v Comprehensive program covering multiple recognition segments like
(long association, performance, culture, team spirit, innovation and
leadership)

v Supported by an automated R&R platform and mobile application which
covers the complete recognition lifecycle.

v Enhances the employee social engagement through interactive
recognition wall which offers features like comment, clap and applaud
v Offers exciting reward options to employees like international/domestic

travel, adventure/dining experiences, products and gift vouchers

For the first time wunder our learning and development initiative
“Lead@work” created curriculum to address the leaming needs for the
employees. We have also partnered with Global institutes for senior leadership
interventions.

Date: O9-08- D1 F For and on behalf of the Board
Place: ™Maarnypl
R
A g_,,_p_n_n_c-a.ﬂ-..nwa')’-.
CHAIRMAN

DIN: 02011213
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Related Party Transaction Policy

1. Preamble

SBI Cards and Payment Services Privata Limited (the “Company”) has formulated this poticy
on Related Party Transactions in line with the requirements of Section 188 of the Companies
Act, 2013 (“Act”), including the rules made thereunder and the RBI Circular no. RBI/2014-
15/299 DNBR {PD} CC.N0.002/03.10.001/2014-15 dated November 18, 2014,

Such transactions are appropriate only if they are in the best interest of the Company and
its shareholders. The Company is required to disclose each year in the Financial Statements
transactions between the Company and Related Parties. The related party transactions
falling under the provisions of Section 188(1) of the Act are required to be disclosed in the
Boards' Report along with the justification for entering into such transactions. In terms of
the aforesald RBI Circular the Company is required to disclose the details of all material
transactions with related parties in the Boards’ Report and is also required to disclose the
policy on dealing with Related Party Transactions on its website and in its Boards’ Report.

2. Objective

The objective of this policy is to regulate transactions between the Company and its related
parties based on the laws and regulations applicable on the Company. All Related Party
Transactions, as that term is defined in this policy, shall be subject to review
[approval/ratification in accordance with the procedures set forth below in arder to ensure
the transparsncy and procedural fairness of such transactions. Section 188 requires a
company to obtain appraval of the Board and of the members, in certain situations, prior to
entering of any transaction or agreement with a related party.

3. Definitiong
a. "Arm's length transaction” means a transaction between two related parties that is
conducted as if they were unrelated, so that there is no conflict of interest or vested
interest in that transaction.

b, “Ordirary Course of business”

Related Party Transactions that are part of regular operative activities, and connected
financial activities, of any organization in similar business and size shall be considered to
be in the ordinary course of business operations.

Following are some of the criteria that may be considered for determining whether the
transaction is in the ordinary course of business:

I.  Nature: Whether the scope of the transaction is generally consistent with the

Company's business activities and whether the Company enters into, or can
enter into, similar transactions with a third party;
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Frequency: Whether the transaction is of a nature regularly carried out by the
Company, is an important indication that classifies the transaction to be withia
the Company's ordinary course of business operations;
Size of transaction: Whether the transaction value is within the reasonable range
for similar types of other transactions. An exceptionally large value transaction
should invite closer scrutiny.
These are not exhaustive criteria and the Company will assess each transaction
considering its specific nature and circumstances.

“Board” means Board of Directors of the Company.
*Tha Company" means 5Bl Cards and Payment Services Private Limited

“Control” shall include the right to appoint majority of the directors or to control the
management or policy decisions exercisable by a person or persons acting
individually or in concert, directly or indirectly, including by virtue of their

sharzsholding or management rights or shareholders agreements or voting
agraemants or in any other manner; ’

“Committee” means the Audit Committee of the Company.
*Key Managerial Personngl {"KM P*)* means key managerial personnel as defined
under the Companies Act, 2013 and includes the following, if applicable;

a) the Chief Executive Officer or the Managing Director or the Manager;
b} the Company Secretary;

c) the Whole-time Diractor;

d} the Chief Financial Officer; and

e} Such other officer as may be prescribed under the Act.

“pssoclate Company”, means any company in which the Company controls at least
twenty per cent of total share capital or of business decision under an agreement,
but which is not a subsidiary of the Company but includes a loint Vanture Company.

“Material Related Party Transaction” means a transaction with a related party if the
transaction / transactions to be entered into individually or taken together with
previous transactions during a financial year, exceeds ten percent of the annual
consolidated turnover as per the last audited financial statements of the company.

“Policy” means Related Party Transaction Palicy.

“Related Party” shall have the same meaning as assigned to in the Companies Act
2013, as amendad from time to time.

“pelated Party Transaction” means any transaction directly or indiractly involving

any Related Party whichis a transfer of resources, services or obligations batween a
company and a related party, regardiess of whether 3 price is charged. A
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“transaction” with a related party shail be construed to include single transaction or
a group of transactions in a contract,

m. “Relatives” mean such person as defined in Section 2(77) of the Companies Act 2013,
as amanded from time to time.

As per Section 2(77) of the Companies Act, 2013 and Rule 4 of Companies [spacification
of definitions details} Rutes, 2014 following are covered under definition of relatives:

1) Members of HUF

2) Spousa

3) Ffather {includes step-father).

4) Mother (includes the step-mother).
5) Son (includes the step-san).

6) Son's wife

7) Daughter

8) Daughter’s hushand

9} Brother {includes the step-brother}.
10) Sister (includes the step-sister).

4. ldentification of Related Parties and Process for_entering Into a Related Party

Transaction

The following process shall be followed to ensure all related parties are identified in order to
obtain the requisite approvals for any transactions with such related parties:

1) Every director shall at the first meeting of the Board in which he participates as 2
director and thereafter at the first meeting of the Board in every financial year or
whenever there Is any change in the disclosures already made, then at the first
Board meeting held after such change, disclose his toncern or interest in any
company or companies or bodies corporate, firms, or other association of
individuals, including his shareholding, shall furnish Form MBP-1 “Notice of Interest
by Director” pursuant to Section 1821} and Rule 9 of the Companies {Meeting of
Board and its Powers) Rules, 2014,

2) Every Director shall alsa furnish declaration in relation to their relatives, their

relatives’ partnership in firms, interest/shareholding/directorsh'rps in private
companies and public companies.

3) Declaration by KMPs of the Company regarding relatives and entities over which
they are able to exercise significant influence etc,

4) Declaration by the Director and Manager whether the Board of Diractors, managing
director or manager of any other body corporate is accustorned to act in atcordance
with his/her advice, directions ar instructions (given otherwise than in a professional
capacity)

SBI CARDS AMD FAYMENT SERVICES PRIVATE LIMITED
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5) Declaration by directors and manager of Company whether they are accustomead to
act in accordance with the advice, directions or instruction of any person {given
otherwise than in a professional capacity) and if yes particular of such personsis).

5) Declaration by the CFO whether any company is a holding, subsidiary or an associate
company {including a joint venture company) of the company or a fellow subsidiary
company, If yes, particuiars of relevant companies to be provided.

7} Declaration by Company Secretary regarding any individual owning, directly or
indirectly, an interest in the voting power of the Company that gives such individual
control or significant influence over the Company.

The Company strongly prefars to recaive such declarations/ notice of any potential Related
Party Transaction well in advance so that the Board has adequate time to obtain and review
information about the proposed transaction. The above declarations shall be collated and
maintained by the Company Secretary. Further, the declarations so collated shall be
revisited on a quarterly basis to add, remove and modify the name of the identified related
party.

On the basis of declaration received as detailed ahove, Corporate Secretarial Department
shall maintain a database of Company's Related Parties. The Related Party List shall be
updated whenever necessary and shall be reviewed at least once a year, as on 1st April
every year and share the same with the senior management team of the Company.

The process for entering into a Related Party Transaction will ba as set out below:
Transactions with Related Parties shall generally be in the form of master agreements which
would define the terms governing individual transactions / work orders / purchase orders

(Sub-transactions) to be undertaken under the agreement.

The Company will:

o]

identify the transactions with Related Parties;

b. perform tests to determine whether the transaction is in the ordinary course of
business operations ar otherwise;

c. review the commercials terms involved in the transaction and analyze whether the
transaction is at ‘arm’s |length’ as if the party is unrelated;

d. determine the approval requirements applicable to the transaction in accordance
with this Palicy and applicable laws ;

e. prepare and maintain relevant documentation supporting the basis of its
assessment;

f. present the required datails to the Audit Committee/Board or Shareholdars for
approvals as required; and

E. execute agreement once the approvals are obtained.

L
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In connection with its review of a Related Party Transaction, the Company wilt take into
account, among other factors it deems appropriate, whether the Related Party
Transaction is on terms no less favorable than terms generally available to an
unaffiliated third-party under the same or similar circumstances and the extent of the
Related Party's interast in the Related Party Transaction. Company shall inter alia refer
to the transfer pricing provisions under Income Tax Act or OECD Transfer Pricing

Guidelines for Multinational Enterprises and Tax Administration for determining the
arms’ length criteria.

Company shall also consider, whether the Related Party Transaction would present a
conflict of interest with respect to any director or KMP of the Company, taking into
account the size of the transaction, the overall financial position of the director/KMP or
other Related Party, the direct or indirect nature of the director's, KMP's or other
Related Party's interest in the transaction and the ongoing nature of any proposed
relationship and any other factors deems relevant

5. _Approval of the Audit Committes

In accordance with the saction 177 of the Companies Act, 2013, all related party
transactions will require approval of the Audit Committee even if the transaction is in

the ardinary course of business and at arm’s length price. (RBI/2015-16/12 DNBR ({PD)
CC.No.053/03.10.118/2015-16 dated 01-07-2015)

Audit Committee may also grant omnibus approval for related party transaction

proposed to be entered into by the Company subject to fulfillment of the fallowing
conditions:

a. The Audit Committee may approve related party transactions under omnibus route
subject to fulfilment of the criteria laid in the Rule 6A of the Companies (Meetings of
Board and its Powers) Rules 2015 read with Section 177(4) of the Companies Act, 2013
and such other criteria as the Committee may deem fit.

b. The Audit Committee shall satisfy itself the need for such omnibus approval for
transactions for repetitive nature and that such approval is in the interest of the
Company,

¢. transactions put up for omnibus approval shall specify/disclose (i) the name/s of the
related party, nature of transaction, period of transaction, maximum valua of
transaction that can b2 entered into, aggregate value of such transactions, {ii) the
indicative base price / current contracted price and the formula for variation in the price
if any and {iii) such other information as the Audit Committee may deem fit;

Provided that whare the need for related party transaction cannot be foraseen and
aforasaid details are not available, Audit Committee may grant amnibus apgproval for
such transactions subject to their vatua not exceeding Rs.1 Crore per transaction,

a
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