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irectors’
Report

Introduction

The directors present their sixty-third annual
report and the audited statements of accounts
forthe year ended 31 March 2008.

Demerger
During the year under review, the Hon’ble High

Court of Judicature at Bombay approved the
scheme of arrangement of demerger of the

company vide its order dated 18 December 2007.

Accordingly, the manufacturing undertaking

of the erstwhile Bajaj Auto Ltd. (BAL) has

been vested with new Bajaj Auto Limited

and the strategic business undertaking
consisting of wind farm business and financial
services business has been vested with
BajajFinserv Limited. The appointed date of
this demerger was closing hours of business on
31 March 2007.

Consequently, the name of the company has
changed from Bajaj Auto Limited to

Bajaj Holdings & Investment Limited and a fresh
certificate of incorporation in the new name of
the company has been issued by the Registrar of
Companies, Maharashtra, Pune on5March 2008.

Pursuant to the demerger, the company now
holds strategic investments in the group.

The demerger enables the new companies to

tap (on an arm’s length basis) into the cash pool
of the company to support their future growth
initiatives, even while enabling the company to
participate in the growth of the auto business and
the financial services business. The company will
function primarily as an investment company and
will focus on new business opportunities.

The operations and financial results of the
company are elaborated in the annexed
Management Discussion and Analysis Report.

On account of the demerger, the previous year’s
figures of the company are not comparable and
hence are not given. The highlights are as under :-

Financial results

2007-08
Rs. In Million

Operative income 3,553
Gross profit before interest & depreciation 3,495
Depreciation 2
Profit before taxation 3,493
Provision for taxation 423
Profit after tax 3,070
Disposable surplus 3,070
Proposed dividend 2,368

(inclusive of dividend tax)

Earnings per share (Rs.) 30.3




Dividend

The directors recommend for consideration of
the shareholders at the ensuing annual general
meeting, payment of dividend of Rs. 20 per share
(200 per cent) for the year ended 31 March 2008.
The amount of dividend and the tax thereon
aggregates to Rs. 2,368 million.

Dividend paid for the year ended 31 March 2007
was Rs.40 per share (400 per cent). The amount
of dividend and the tax thereon aggregated

to Rs. 4,735 million. In view of the demerger,

the dividend figures for the year 2006-07 and
2007-08 are not comparable.

Conservation of energy,
technology absorption and
foreign exchange earnings
&outgo

The company, having become an investment
company pursuant to the demerger of the
company, has nothing to report on ‘Conservation
of Energy, Technology Absorption and Foreign
Exchange Earnings and Outgo’ during the year
under review.

Joint ventures / new companies

After the demerger of the company, investments
of the company in Bajaj Allianz Life Insurance
Company Limited (BALICL), Bajaj Allianz
General Insurance Company Limited (BAGICL)
have been transferred to Bajaj Finserv Limited
and investments in PT. Bajaj Auto Indonesia
(PTBAI) and Bajaj Auto International Holdings
BV (BAIHBV) have been transferred to new
Bajaj Auto Limited.

After the demerger, the following are the
companies, which are the subsidiary companies
/ joint venture / associate companies of the

company:
a. Bajaj Auto Holdings Ltd. Subsidiary
b. Maharashtra Scooters Ltd. Joint Venture
c. Bajaj Auto Ltd. Associate
d. Bajaj Finserv Ltd. Associate

Maharashtra Scooters Ltd. (MSL) is a company
jointly promoted by erstwhile BAL and Western
Maharashtra Development Corporation Ltd.
(WMDC). WMDC had offered to sell its

27 per cent shareholding in MSL and erstwhile
BAL had confirmed its willingness to purchase
these shares. The price at which the shares were
to be sold, had been jointly referred to a sole
arbitrator, Justice Arvind V Savant (Retd.), with an
understanding in writing that arbitral award would
be final and binding on both.

As reported last year, the award of the arbitrator
dated 14 January 2006 valuing the share price
of MSL at Rs. 151.63 per share as the rate at
which 3,085,712 equity shares of MSL held by
WMDC are to be sold to erstwhile BAL i.e. to the
company, has been challenged by WMDC in the
Bombay High Court.

Directors

Consequent to demerger of the company and
vesting of manufacturing undertaking with Bajaj
Auto Limited and strategic business undertaking
with Bajaj Finserv Limited, eight directors of the
company viz. Kantikumar Podar, D S Mehta,

J N Godrej, Ms Suman Kirloskar, Naresh Chandra,
P Murari, Shekhar Bajaj and Niraj Bajaj resigned




as directors of the company with effect from the
20 February 2008 the effective date of scheme of
arrangement of demerger.

Further, Rahul Bajaj resigned as executive
chairman, Madhur Bajaj resigned as executive
vice chairman, Rajiv Bajaj resigned as managing
director and Sanjiv Bajaj resigned as executive
director of the company with effect from

20 February 2008, the effective date of scheme
of arrangement of demerger. Rahul Bajaj will
continue to act as non-executive chairman and
Madhur Bajaj, Rajiv Bajaj and Sanjiv Bajaj shall

continue on the board as non-executive directors.

Madhur Bajaj and Rajiv Bajaj retire from the
board by rotation this year and being eligible,
offer themselves for re-appointment.

Directors’ responsibility
statement

As required by sub-section (2AA) of section 217
of the Companies Act, 1956, directors state:

that in the preparation of annual accounts,
the applicable accounting standards have
been followed along with proper explanation
relating to material departures.

that the directors have selected such
accounting policies and applied them
consistently and made judgements 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 of the
company for that period.

that the directors have taken proper and
sufficient care for the maintenance of
adequate accounting records in accordance
with the provisions of the Companies

Act, 1956 for safeguarding the assets of the
company and for preventing and detecting
fraud and other irregularities.

that the annual accounts have been
prepared on a going concern basis.

Consolidated financial
statements

The directors also present the audited
consolidated financial statements incorporating
the duly audited financial statements of the
subsidiaries, associates and joint ventures as
prepared in compliance with the accounting
standards and listing agreement as prescribed
by SEBI.

Information in aggregate for each subsidiary
company is disclosed separately in the
consolidated balance sheet.

Statutory disclosures

An application has been made for exemption
with regard to attaching of the balance sheet,
profit and loss account and other documents
of its subsidiary company, Bajaj Auto Holdings
Limited and the approval for the same is
awaited. The summary of the key financials of
the company’s subsidiary is included in this
annual report.

The annual accounts of the subsidiary company
and the related detailed information will be made




available to the members of the company and its
subsidiary company, seeking such information
at any point of time. The annual accounts of the
subsidiary company will be kept for inspection
by any member of the company at its registered
office and also at the registered office of the
concerned subsidiary company.

An application has been made for exemption

with regard to disclosure of investments in the
investment schedule in the accounts under
section 211(4) of the Companies Act, 1956

and the approval for the same is awaited.

Any shareholder interested in obtaining the details
thereof may write to the company.

As required under the provisions of

sub-section (2A) of section 217 of the Companies
Act, 1956 read with the Companies (Particulars of
Employees) Rules, 1975 as amended, particulars
of the employees are set out in the Annexure to
the Directors Report. As per provisions of section
219(1)(b)(iv) of the said Act, these particulars will
be made available to any shareholder on request.

Particulars regarding technology absorption,
conservation of energy and foreign exchange
earning and outgo required under section 217(1)(e)
of the Companies Act, 1956 and Companies
(Disclosure of Particulars in the report of board

of directors) Rules, 1988 : The company, having
become an investment company pursuant to

the demerger of the company, the company has
nothing to report on ‘Conservation of Energy,
Technology Absorption, Foreign Exchange
Earnings and Outgo’ during the year under review.

Directors’ Responsibility Statement as required
by section 217(2AA) of the Companies Act, 1956
appears in a preceding paragraph.

Certificate from auditors of the company
regarding compliance of conditions of corporate
governance is annexed to this report as
Annexure 1.

A Cash Flow Statement for the year 2007-08 is
attached to the balance sheet.

Corporate governance

Pursuant to Clause 49 of the listing agreement
with stock exchanges, a separate section titled
‘Corporate Governance’ has been included in
this annual report, along with the reports on
Management Discussion and Analysis and
Additional Shareholder Information.

All board members and senior management
personnel have affirmed compliance with
the code of conduct for the year 2007-08.
Adeclaration to this effect signed by the
Chief Executive Officer (Operations) [CEO
(O)] of the company is contained in this
annualreport.

The CEO (O) and Chief Financial Officer (CFO)
have certified to the board with regard to the
financial statements and other matters as
required in clause 49 of the listing agreement
and the said certificate is contained in this
annual report.




Auditors’ report

The observations made in the Auditors’ Report,
read together with the relevant notes thereon are
self-explanatory and hence, do not call for any
comments under section 217 of the Companies
Act, 1956.

Auditors

The members are requested to appoint auditors
for the period from the conclusion of the ensuing
annual general meeting till the conclusion of

the next annual general meeting and to fix their

remuneration.

In view of demerger of the company, provisions
relating to cost audit will no longer be applicable

to the company from the year under review.

On behalf of the board of directors

(ol by

Rahul Bajaj
Chairman 22 May 2008




Annexure 1
Certificate by the Auditors on Corporate Governance

To the members of
Bajaj Holdings & Investment Limited

We have reviewed the records concerning the Company’s compliance of the conditions of Corporate
Governance as stipulated in Clause 49 of the Listing Agreement entered into by the Company with the Stock
Exchanges of India for the financial year ended on March 31, 2008.

The compliance of conditions of corporate governance is the responsibility of the management. Our review
was limited to procedures and implementation thereof, adopted by the Company for ensuring the compliance
of the conditions of the Corporate Governance. It is neither an audit nor an expression of an opinion on the
financial statements of the company.

We have conducted our review on the basis of the relevant records and documents maintained by the Company
and furnished to us for examination and the information and explanations given to us by the Company.

Based on such a review, and to the best of our information and according to the explanations given to us, in
our opinion, the Company has complied with the conditions of Corporate Governance as stipulated in Clause
49 of the Listing Agreement of the Stock Exchanges of India.

We further state that such compliance is neither an assurance as to the future viability of the Company nor to
the efficiency with which the management has conducted the affairs of the Company.

For and on behalf of
Dalal & Shah
Chartered Accountants

Anish Amin
Membership No. 40451
Partner

Mumbai: 22 May 2008




Annexure 2

Declaration by Chief Executive Officer (CEQO)

I, V.S Raghavan, CEO (Operations) of Bajaj Holdings & Investment Limited hereby declare that all the board
members and senior managerial personnel have affirmed for the year ended 31 March 2008 compliance with
the code of conduct of the company laid down for them.

V S Raghavan
CEO (Operations)
Mumbai : 22 May 2008

Annexure 3

Certificate by Chief Executive Officer (CEO) and Chief Financial Officer (CFO)

We, V S Raghavan, CEO (Operations) and Kevin D’sa, CFO of Bajaj Holdings & Investment Limited,
certify :

1. That we have reviewed the financial statements and the cash flow statement for the year ended
31 March 2008 and that to the best of our knowledge and belief;

these statements do not contain any materially untrue statement nor omit any material fact nor
contain statements that might be misleading, and

these statements present a true and fair view of the company’s affairs and are in compliance
with the existing accounting standards, applicable laws and regulations.

2. That there are, to the best of our knowledge and belief, no transactions entered into by the company
during the year, which are fraudulent, illegal or violative of the company’s code of conduct;

3. That we accept responsibility for establishing and maintaining internal controls, we have evaluated
the effectiveness of the internal control systems of the company and we have disclosed to the
auditors and the audit committee, deficiencies in the design or operation of internal controls, if any,
of which we are aware and the steps that we have taken or propose to take to rectify the identified
deficiencies and.

4. That we have informed the auditors and the audit committee of:
i.  significant changes in internal control during the year;

ii. significant changes in accounting policies during the year and that the same have been
disclosed in the notes to the financial statements; and

iii. instances of significant fraud of which we have become aware and the involvement therein,
if any, of the management or an employee having a significant role in the company’s internal
control system.

V S Raghavan Kevin D’sa
CEO (Operations) Chief Financial Officer
Mumbai : 22 May 2008




Management
Discussion
and Analysis

During the year under review, Bajaj Holdings &
Investment Limited [(BHIL) — erstwhile

Bajaj Auto Limited (BAL)] was demerged as per
Order dated 18 December 2007 of the Hon'’ble
Bombay High Court, whereby its manufacturing
undertaking has been transferred to the new

Bajaj Auto Limited and its strategic business
undertaking consisting of wind farm and financial
services business has been vested with

Bajaj Finserv Limited (BFS). All the businesses and
all properties, assets, investments and liabilities

of erstwhile BAL, other than the manufacturing
undertaking and the strategic business undertaking,
now remain with BHIL.

BHIL, under the scheme, will function primarily
as an investment company with focus on new
business opportunities. The company will also
extend support to the new companies under
the scheme, viz. Bajaj Auto Ltd. (BAL) and
Bajaj Finserv Ltd. (BFS), whereby the two new
companies can tap on an arm’s length basis
into the cash pool of BHIL for their future growth

initiatives. The company’s assets broadly consist

of different investments, including strategic
investments and investments in government
securities, bonds, debentures and mutual funds.
The strategic investments made by the company so
far include investments in BAL, BFS,

joint venture company — Maharashtra ScootersLtd.
as well as the wholly-owned subsidiary,

Bajaj Auto Holdings Ltd. The company’s other major
investment is in the equity shares of ICICI Bank.

Table 1: Position of investments held by the company

Rs. In Million 31 M
Market Value

Equity shares —

Group companies 5,238
Equity shares 34,899
Mutual funds — equity based 111
Preference shares 246
Government securities 7,888
Debentures and bonds 1,793
Fixed income group - others 392
Real estate venture fund 263
Total 50,830




As BAL and BFS are not listed as on
31stMarch 2008, the market value of these
shares have been shown at cost i.e

Rs. 435 million and Rs. 218 million respectively.

Income from investment activities

During the year, income from investments earned
by the company was Rs. 3,553 million.

Table 2: Break up of income from investments

Rs. In Million 31 March 2008

The company has received all clearances in this
regard and plans are afoot to develop the SEZ on
the company’s 100 hectare land situated in Waluj,
Aurangabad.

Status of Subsidiary, Associates
and Joint Venture

Subsidiary
Bajaj Auto Holdings Ltd. (BAHL)

BAHL, is a 100% subsidiary of BHIL.
The summary financial results is given below :

Interest 818
Income from mutual funds 15 Table 3: Summary financial results
Dividend 519
Profit on sale of investments 2,128
Others 73 Operating income 15 30
Total 3,553 Profit before tax 14 30
Profit after tax 11 28
The previous year’s figures are not given, as Profit attributable
the same are not comparable on account of the to BHIL (100%) 11 28
demerger of the undertakings, which has taken
place during the year under review. Associates

The company in its Investment activity, is guided
by its investment philosophy of prudence and

will continue to endeavour to achieve good
returns, while ensuring adequate security

and safety of the capital. The company would
constantly explore the market for identifying good
investment opportunities. The performance of the
company is directly related to the performance of
its investments.

SEZ activities

The company has the formal approval

dated 17 April 2007 from the Department of
Commerce, Ministry of Commerce and Industry,
Government of India for the setting up of a
Special Economic Zone at Waluj Industrial Area,
Aurangabad District, Maharashtra.

Bajaj Auto Ltd. (BAL)

BHIL, after the approval of the scheme of
demerger and the allotment of shares under the
said scheme, holds 30.07% shares in BAL.

The summary of consolidated financial results of
BAL is given below :

Table 4: Summary consolidated financial results

Rs. In Million 2007-08

Net sales & other income 91,640
Profit before tax 11,175
Profit after tax 7,496
Profit attributable to BHIL (30.07%) 2,254

Previous year’s figures are not given as this is the
first year of BAL after its incorporation.

11



Bajaj Finserv Ltd. (BFS)

BHIL, after the approval of the scheme of
demerger and the allotment of shares under the
said scheme, holds 30.07% shares in BFS.

The summary of consolidated financial results of
BFS is given below :

Table 5: Summary consolidated financial results
for the year 2007-08

Rs. In Million 2007-08

Consolidation of accounts and
segment reporting

BHIL has consolidated the financial statements
of its subsidiary, associates and joint venture
in accordance with the relevant accounting
standards issued by The Institute of Chartered
Accountants of India. The summary of
consolidated segment-wise profit and loss
account is tabulated in Table 7.

Table 7: Summary consolidated financial results

Operating & other income 621 -
Profit before tax 224
Profit after tax (328) Net sales & other income 3,630
Profit attributable to BHIL (30.07%) (99) Income from associates after tax 2,155
Profit before tax 5,683
Previous year’s figures are not given as this is the Profit after tax 5,257

first year of BFS after its incorporation.

Joint Venture
Maharashtra Scooters Ltd.

A joint sector company promoted by the company
with Western Maharashtra Development
Corporation Limited (WMDC) continued to earn its
income from its various investments. The summary
of its financial results is given below :

Table 6: Summary financial results

Rs. In Million 2007-08 | 2006-07

Sales & other income 292 306
Profit before tax 120 100
Profit after tax 118 99
Profit attributable to BHIL (24%) 28 24

Cautionary Statement

Statements in Management Discussion and
Analysis describing the Company’s objectives,
projections, estimates and expectation may be
‘forward looking’ within the meaning of applicable
laws and regulations. Actual results might differ
materially from those expressed or implied.




Corporate
overnance

The commitment of Bajaj Holdings &

Investment Limited (‘erstwhile Bajaj Auto’, ‘BHIL’
or ‘the company’) to the highest standards of
good corporate governance practices predates
SEBI and clause 49 of the listing agreements.
Transparency, fairness, disclosure and
accountability are central to the working of the
company and its board of directors.

Given below are the company’s corporate
governance policies and practices for 2007-08.

Board of directors

Consequent upon the demerger of the company
the board of directors of the company has been

pruned from a sixteen member board to a eight

member board during the year under review.

Accordingly, Kantikumar Podar, D S Mehta,
JNGodrej, Ms Suman Kirloskar,

Naresh Chandra, P Murari, Shekhar Bajaj and
Niraj Bajaj resigned as directors of the company
with effect from 20 February 2008, the effective
date of scheme of arrangement of demerger.

Further, Rahul Bajaj resigned as executive
chairman, Madhur Bajaj resigned as executive
vice chairman, Rajiv Bajaj resigned as
managing director and Sanjiv Bajaj resigned as
executive director of the Company with effect

from 20 February 2008. Rahul Bajaj continues
as chairman and Madhur Bajaj, Rajiv Bajaj and
Sanijiv Bajaj continue as directors, but all in a
non-executive capacity.

V S Raghavan has been appointed as

CEO (Operations) and is the ‘Manager’ under
the Companies Act, 1956 with effect from

20 February 2008. He, however, is not on the
board of the company.

Composition

As on 31 March 2008, the board of BHIL
consisted of eight directors, all of whom

were non-executive. Three out of the eight
non-executive directors were independent.
Theboard has no institutional nominee directors.

According to clause 49 as in force as on

31 March 2008, if the chairman is non executive,
at least one third of the board should consist of
non-executive, independent directors. As Table 1
below shows, the company is in compliance with
the guidelines.

According to the statutes, at least two-third

of the board should consist of directors liable

to retire by rotation. Of these, one third are
required to retire every year and, if eligible, may
seek re-appointment by the shareholders. 6 of

13_




the 8 directors of BHIL as on 31 March 2008
were liable to retirement by rotation. Thisyear,
the retiring directors are Madhur Bajaj and

Rajiv Bajaj, who, being eligible, have offered their
candidature for re-appointment.

Non-executive directors’
compensation

Until 20 February 2008, the non-executive
directors were entitled to commission at the rate
of Rs.50,000 per meeting of the board and its
committees attended by them within the overall
ceiling of 1 per cent on net profits. The board of
directors at its meeting held on 30 January 2008
revised the directors’ remuneration policy,

Attendance record of directors

whereby the non-executive directors would be
entitled only to a sitting fee of Rs.20,000 per
meeting of the board or its committee and no
commission would be payable to non-executive
directors with effect from 20 February 2008.

The company currently does not have a stock
option programme.

Board procedures

During 2007-08, the board of directors met

six times: on 17 May 2007, 12 July 2007,

18 August 2007, 19 October 2007,

30January 2008 and 28 March 2008. The gap
between any two meetings has been less than
four months.

Table 1: Composition of the board and attendance record of directors for 2007-08

Name of director Category Meetings Whether attended last
attended AGM on 12 July 2007

Rahul Bajaj '
Madhur Bajaj
Rajiv Bajaj
Sanijiv Bajaj !

D S Mehta 283
Kantikumar R Podar 2
Shekhar Bajaj ®

D J Balaji Rao

J N Godrej ®

S H Khan

Suman Kirloskar 3
Naresh Chandra ®
Nanoo Pamnani
Manish Kejriwal
P Murari 2

Niraj Bajaj

6/6
6/6
6/6
6/6
4/5
4/5
5/5
6/6
1/5
6/6
5/5
4/5
5/6
5/6
2/5
4/5

" were occupying executive positions until 20 February 2008

2was in an executive position until 31 July 2007
3 resigned with effect from 20 February 2008




Information supplied to the board

In advance of each meeting, the board is
presented with all relevant information on
various matters related to the working of

the company, especially those that require
deliberation at the highest level. Directors
have separate and independent access to
senior management at all times. In addition to
items which are required to be placed before
the board for its noting and / or approval,

information is provided on various significant
items. In terms of quality and importance, the
information supplied by management to the
board of BHIL is far ahead of the list mandated
under clause 49 of the listing agreement.

Outside directorships and
memberships of board committees

Table 2 gives the number of outside directorships
and committee positions held by the directors
of BHIL

Table 2: Outside directorships / committee positions as on 31 March 2008

Name of director

companies

In listed

As chairman / member
of board committees
of companies

In unlisted public
limited companies

Rahul Bajaj 2 4 —
Madhur Bajaj 3 8 =
Raijiv Bajaj 1 3 —
Sanjiv Bajaj 2 5 4
D J Balaji Rao 4 4 10
S H Khan 2 5 7
Nanoo Pamnani 1 2 6
2

Manish Kejriwal

Note: Private limited companies, foreign companies and companies under section 25 of the Companies

Act, 1956 are excluded for the above purposes. Only audit committee and shareholders’ grievance

committee are considered for the purpose of committee positions as per listing agreement.

None of the directors was a member in more than
ten committees, nor a chairman in more than five
committees across all companies in which he
was a director.

Review of legal compliance reports

During the year, the board periodically reviewed
compliance reports with respect to the various
laws applicable to the company, as prepared and
placed before it by the management.

Code of conduct

The board at its meeting on 16 July 2005 laid
down a code of conduct for all directors and
senior management of the company, which

has been posted on the web-site www.bhil.in.
Alldirectors and senior management personnel
have affirmed compliance with the code for
2007-08. A declaration to this effect signed by the
CEO (Operations) is given in this annual report.

15_



Audit committee
Constitution and composition

BHIL set up its audit committee in 1987.

Since then, the company has been reviewing and
making appropriate changes in the composition
and working of the committee from time to time
to bring about greater effectiveness, and comply
with various requirements under the

Companies Act, 1956 and clause 49 of the listing
agreement.

The audit committee consisted of the following
members until 19 February 2008 :

S H Khan, Chairman
D J Balaji Rao

J N Godrej

Naresh Chandra

ok~ 0=

Nanoo Pamnani

Consequent upon the demerger of the company,
with the reconstitution of the board, the audit
committee was reconstituted with the following
directors as its members with effect from

20 February 2008 :

1. Nanoo Pamnani, Chairman
2. SHKhan
3. Manish Kejriwal

As required by clause 49, at least 2 members
of the committee viz. Nanoo Pamnani and

S H Khan are independent directors and

all the members of the audit committee are
financially literate’. Moreover, all the current
members have accounting and related financial
management expertise.

Meetings, attendance and topics
discussed

During 2007-08, the audit committee met four
times: 17 May 2007, 12 July 2007,

19 October 2007 and 30 January 2008.

The meetings were scheduled well in advance.
In addition to the members of the audit
committee, these meetings were attended by
the heads of finance and internal audit functions,
the statutory auditors and cost auditors of the
company, and those executives who were
considered necessary for providing inputs to the
committee. The company secretary acted as the
secretary to the audit committee.

Table 3: Composition of the audit committee and
attendance record of members for 2007-08

Sr. Name of director Meetings
\[o} attended

1 S H Khan, Chairman 4/4
2 DJBalagjiRao 4/4
3 JNGodrej! 1/4
4  Naresh Chandra 4/4
5 Nanoo Pamnani ® 3/4
6  Manish Kejriwal 2 11

' Resigned as member of audit committee
consequent to re-constitution of audit
committee with effect from 20 February 2008.

2 Appointed as member of the audit committee
with effect from 20 February 2008

3 Appointed as chairman of the audit committee
with effect from 20 February 2008 in place of
Shri S H Khan




The terms of reference of the audit committee are
extensive and go beyond what is mandated in
clause 49 of the listing agreement and

section 292A of the Companies Act, 1956.

Subsidiary companies

During the year, the audit committee reviewed
the financial statements (in particular, the
investments made) of each unlisted subsidiary
company — Bajaj Auto Holdings Ltd. (BAHL),
Bajaj Allianz General Insurance Company Ltd.
(BAGICL), Bajaj Allianz Life Insurance Company
Ltd. (BALICL), PT. Bajaj Auto Indonesia (PTBAI)
and Bajaj Auto International Holdings BV,
Netherlands (BAIHBV). Minutes of the board
meetings of these subsidiary companies were
regularly placed before the board of BHIL. So too
was a statement of the significant transactions
and arrangements entered into by these
subsidiary companies.

However, it is to be noted that consequent upon
the demerger of the company, investments of
the company in Bajaj Allianz General Insurance
Company Ltd. (BAGICL) and Bajaj Allianz

Life Insurance Company Ltd. (BALICL) got
vested in Bajaj Finserv Limited and hence the
two insurance companies have become the
subsidiaries of Bajaj Finserv Limited. Further,
investments of the company in PT. Bajaj Auto
Indonesia (PTBAI) and Bajaj Auto International
Holdings BV, Netherlands (BAIHBV) got vested in
new Bajaj Auto Ltd. and hence the two overseas
subsidiaries have become the subsidiaries of
Bajaj Auto Ltd.

Disclosures

A summary statement of transactions with related
parties was placed periodically before the audit

committee during the year. Suitable disclosures
have been made in the financial statements,
together with the management’s explanation in
the event of any treatment being different from
that prescribed in accounting standards.

At its meeting of 16 July 2005, the board laid
down procedures to inform it of the company’s
risk assessment and minimisation procedures.
These would be periodically reviewed to ensure
that management identifies and controls risk
through a properly defined framework.

There were no public issues, right issues,
preferential issues etc. during the year.

Remuneration committee

BHIL constituted a remuneration committee of
the board on 16 January 2002. For 2007-08,
the committee consisted of the following
non-executive independent directors:

1. D J Balaji Rao, Chairman
2. SHKhan
3. Naresh Chandra

Consequent to demerger of the company,
remuneration committee was re-constituted with
the following non-executive independent directors
as its members:

1. S H Khan, Chairman
2. D J Balaji Rao
3. Nanoo Pamnani

The remuneration committee met on 22 May 2008
to fix the remuneration payable to V S Raghavan,
who is the CEO (Operations) and also the
‘Manager’ of the company under Companies

Act, 1956.
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Remuneration of directors

Pecuniary relationship or
transactions of non-executive
directors

1. J N Godrej (director of the company
until 20 February 2008) is a director
and shareholder of Godrej & Boyce
Manufacturing Company Limited, which is
a vendor to erstwhile Bajaj Auto. Purchases
of goods from this company has been in the
ordinary course of business and, for the year
ended 31 March 2008, amounted
to Rs. 29.8 million.

2. Shekhar Bajaj (director of the company until
20 February 2008) is a director of
Hind Musafir Agency Limited, an accredited
travel agency. During the year ended
31 March 2008, the total value of services
availed of by erstwhile Bajaj Auto from
Hind Musafir Agency Limited amounted
to Rs. 44.4 million.

3. The Register of Contracts maintained by
the company under Section 301 of The
Companies Act, 1956, contains record of
the transactions entered into with the above
companies. The register is signed by all
the directors present during the respective
board meetings.

Criteria of making payments to
non-executive directors

The criteria of making payments to non-executive
directors as approved by the board at its meeting
held on 30 January 2008 have been put on the
company’s web-site www.bhil.in.

Non-executive Directors

Non-executive directors are paid sitting fees as
separately stated in this report.

Executive Directors

Consequent upon the demerger of the company,
managerial personnel of the company resigned
with effect from 20 February 2008. Accordingly,
Rahul Bajaj resigned as executive chairman,
Madhur Bajaj resigned as executive

vice chairman, Rajiv Bajaj resigned as
managing director & Sanjiv Bajaj resigned as
executive director of the Company. Further,
Rahul Bajaj continues to act as chairman and
Madhur Bajaj, Rajiv Bajaj and Sanjiv Bajaj
continue on the board as non-executive directors.
D S Mehta ceased to be whole-time director of
the company with effect from 1 August 2007.

There was no change in the terms of
remuneration paid to Rahul Bajaj, Madhur Bajaj,
Rajiv Bajaj, Sanjiv Bajaj and D S Mehta during
the year under review. On their retirement, all
the executive directors, excluding D S Mehta,
are entitled to superannuation benefits payable
in the form of an annuity from the Life Insurance
Corporation of India and these form a part of the
perquisites allowed to them. No pension is paid
by the company.

BHIL has no stock option plans and hence it does
not form a part of the remuneration package
payable to any executive and / or non-executive
director. During the year under review, none of
the directors was paid any performance-linked
incentive. In 2007-08, the company did not
advance any loans to any of the executive

and / or non-executive directors. Table 3 gives
details of the remuneration paid or payable to
directors during 2007-08.




Table 3: Remuneration paid / payable to Directors during 2007-08

Name of director Relationship with Sitting Salary & Commission | Total
other directors fees perquisites

Rs Rs.
20,000
20,000

Rajiv Bajaj !

20,000
Sanijiv Bajaj

20,000

D S Mehta 253 40,000
Kantikumar
R Podar @ 80,000
Shekhar Bajaj ®

100,000

D J Balaji Rao
J N Godrej ®
S H Khan
Suman Kirloskar 2
Naresh Chandra ?
Nanoo Pamnani

Manish Kejriwal
120,000

P Murari 3 40,000

Niraj Bajaj ®
80,000

' Resigned from executive positions with effect from 20 February 2008.

Rahul Bajaj '

Madhur Bajaj *

2 Resigned from executive position with effect from 1 August 2007.
% Resigned as director with effect from 20 February 2008.

Note: Salary and perquisites include all elements of remuneration i.e. salary, allowances and benefits. No
bonus, pension or incentive is paid to any of the directors. The company has not issued any stock options
to any of the directors. The term of executive directors does not exceed five years.
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Shares held by non-executive
Directors

The non-executive directors as on 31 March 2008,

who held shares in the Company are as under :

Name of director Number of shares
held as on
31 March 2008

Rahul Bajaj 2,002,992
Madhur Bajaj 836,516
Rajiv Bajaj 373,050
Sanijiv Bajaj 401,271
Manish Kejriwal 100
Management

Management discussion and
analysis

This is given as a separate chapter in the
annual report.

Disclosure of material transactions

Senior management made periodical disclosures
to the board relating to all material financial and
commercial transactions where they had (or were
deemed to have had) personal interest that might
have been in potential conflict with the interest of
the company.

Warning against insider trading

Comprehensive guidelines in accordance with
the SEBI regulations are in place. The code

of conduct and corporate disclosure practices
framed by the company have helped in ensuring
compliance with the requirements.

Shareholders

Appointment and / or re-appointment
of directors

Consequent to demerger of the company and
vesting of manufacturing undertaking with

Bajaj Auto Limited and strategic business
undertaking with Bajaj Finserv Limited, eight
directors of the company viz. Kantikumar Podar,
D S Mehta, J NGodrej, Ms Suman Kirloskar,
Naresh Chandra, P Murari, Shekhar Bajaj and
Niraj Bajaj resigned as directors of the company
with effect from the 20 February 2008.

Further, Rahul Bajaj resigned as executive
chairman, Madhur Bajaj resigned as executive
vice chairman, Rajiv Bajaj resigned as
managing director and Sanjiv Bajaj resigned as
executive director of the company with effect
from 20 February 2008. Rahul Bajaj continues
as chairman and Madhur Bajaj, Rajiv Bajaj

and Sanjiv Bajaj continue on the board as
non-executive directors.

Madhur Bajaj and Rajiv Bajaj retire from the
board by rotation this year and being eligible,
offer themselves for re-appointment.

Profiles of retiring directors have been given
in the notice convening the sixty third annual
general meeting of the company.

Communication to shareholders
Quarterly, half-yearly and annual financial

results are published in numerous leading
dailies, such as Hindustan Times, Times of




India, The Economic Times, Sakal, Kesari,
Financial Express, Hindu Businessline and
Business Standard along with the official press
release. The company also sends the half-yearly
financial results, along with a detailed write-up, to
each household of shareholders.

BHIL has its own web-site, www.bhil.in which
contains all important public domain information,
including presentations made to the media,
analysts and institutional investors. The web-site
also contains information on matters such as
dividend and bonus history, answers to frequently
asked queries (FAQs) by the various shareholder
categories and details of the corporate contact
persons. All financial and other vital official

news releases are also communicated to the
concerned stock exchanges, besides being
placed on the company’s web-site.

The company also files the following information,
statements and reports on the website as
specified by SEBI :

+  Full version of the annual report including
the balance sheet, profit and loss account,
directors’ report and auditors’ report,
cash flow statements, half-yearly financial
statements and quarterly financial statements.
+  Corporate governance report.
+  Shareholding pattern.

The company further files on-line on the approved
website of London Stock Exchange such
information on financial statements and other
matters as specified by it.

Information on general body
meetings

The last three annual general meetings of the
company were held at the registered office of the
company at Mumbai-Pune Road, Akurdi, Pune
411 035 on the following dates and time:

60 AGM 16 July 2005 at 11.30 a.m.
61 AGM 15 July 2006 at11.30am
62 AGM 12 July 2007 at 11.30 a.m.

Details of special resolution(s) passed at
General Meetings during the last three years’
Annual General Meetings (AGM)

At the 62nd AGM held on 12 July 2007, no
special resolutions were passed.

At the 61st AGM held on 15 July 2006, one
special resolution was passed, pertaining

to payment of commission to non-executive
directors. The resolution was put to vote by show
by hands and was passed with the requisite
majority.

At the 60th AGM held on 16 July 2005,

five special resolutions were passed, first

special resolution pertained to appointment of
Rahul Bajaj as the chairman of the company,
second special resolution pertained to
appointment of Madhur Bajaj as vice chairman of
the company, third special resolution pertained
to appointment of Rajiv Bajaj as managing
director of the company, fourth special resolution
pertained to appointment of Sanjiv Bajaj as
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executive director and fifth special resolution
pertained to amending the articles of association,
S0 as to fix the minimum number of directors

at three and maximum number of directors at
eighteen. All the resolutions were put to vote by
show of hands and were passed with requisite
majority.

Extraordinary general meetings
(EGM)

Pursuant to the Order dated 6 July 2007,
passed by the Hon’ble High Court of Judicature
at Bombay in Company Application No. 715

of 2007, a meeting of the shareholders was
convened on 18 August 2007 for approving the
demerger of the company. As required by law,
a poll was conducted at the meeting and the
resolution pertaining to approval of scheme

of arrangement of demerger was passed with
requisite majority.

So far, the company has not adopted postal
ballot for passing any resolution at the general
meetings, because there has been no occasion
for doing so.

Material disclosure of related
party transactions

Material transactions entered into with related
parties have been already disclosed in this
chapter. None of these have had any potential
conflict with the interests of the company.

Details of capital market
non-compliance, if any

There has been no non-compliance by the
company of any legal requirements; nor has
there been any penalty, stricture imposed on the
company by any stock exchange, SEBI or any

statutory authority on any matter related to capital
markets during the last three years.

Shareholders’ and investors’
grievance committee

The board of directors of BHIL constituted its
shareholders’ and investors’ grievance committee
in 2000. This committee specifically looks into

the shareholders’ and investors’ complaints on
matters relating to transfer of shares, non-receipt
of annual report, non-receipt of dividend etc. In
addition, the committee also looks into matters
that can facilitate better investor services and
relations.

The committee consisted of the following
non-executive independent directors until
19 February 2008 :

1. D J Balaji Rao, Chairman
2. J N Godrej

3. Naresh Chandra

4. S HKhan

During the year under review, consequent
to demerger of the company, the committee
was re-constituted to consist of the following
non-executive directors as its members with
effect from 20 February 2008 :

1. Nanoo Pamnani, Chairman
2. SHKhan
3. Manish Kejriwal

During the year under review, the committee

met on 28 March 2008 to review the status of
investors’ services rendered. All members were
present at the meeting. The secretarial auditor as
well as the company secretary (who is also the
compliance officer) were also present.




All physical transfers of shares as well as
requests for dematerialisation / rematerialisation
are processed in weekly cycles. BHIL has not
appointed any registrar or share transfer agent
and the work regarding dematerialisation /
rematerialisation is handled in-house through
connectivities with the National Securities
Depository Limited and Central Depository
Services (India) Limited. No query / complaint
received during the year under review remained
unattended / unresolved, except where the
matters were sub-judice.

More details have been furnished in the chapter
on Additional Shareholder Information.

CEOQO / CFO certification

The CEO and CFO have certified to the board
with regard to the financial statements and other
matters as required by clause 49 of the listing
agreement. The certificate is contained in this
annual report.

Report on corporate
governance

This chapter, read together with the information
given in the chapters on Management Discussion

and Analysis and Additional Shareholder
Information, constitute the compliance report on
corporate governance during 2007-08.

Auditors’ certificate on
corporate governance

The company has obtained the certificate from
its statutory auditors regarding compliance with
the provisions relating to corporate governance
laid down in clause 49 of the listing agreement.
This report is annexed to the directors’ report,
and will be sent to the stock exchanges

along with the annual return to be filed by

the company.

Combined code of governance
of the London Stock Exchange

The London Stock Exchange has formulated a
combined code, which sets out the principles

of good governance and code of best practice.
The code is not legally applicable to the company.
However, given that BHIL’s GDRs are listed

on the London Stock Exchange, the company
has examined the code and has noted that it

is substantially in compliance with the critical
parameters, especially in matters of transparency
and disclosures.
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Additional
Shareholder
Information

Annual general meeting

Date : 10 July 2008
Time : 04.00 p.m.
Venue : Registered office at
Mumbai-Pune Road,

Akurdi, Pune 411 035
Financial calendar

Audited annual results for

year ending 31 March - May
Mailing of annual reports - June
Annual general meeting - July
Unaudited first

quarter financial results - July
Unaudited second

quarter financial results - October
Unaudited third

quarter financial results - January

Change in name of company

The name of the company was changed from

Bajaj Auto Ltd. to Bajaj Holdings & Investment Ltd.

on 5 March 2008 pursuant to the scheme of

demerger, which was approved by the Hon’ble
High Court of Bombay vide its order dated

18 December 2007. Fresh share certificates
have been sent to the shareholders holding
shares in physical mode. Share Certificates held
in the old name are no longer valid.

Dividend

The board of directors of BHIL has proposed a
dividend of Rs.20 per equity share

(200 per cent) for the financial year 2007-08,
subject to approval by the shareholders at the
annual general meeting. Dividend paid in the
previous year was Rs.40 per equity share

(400 per cent). On account of demerger, which
took place during the year, the dividends for the
two years are not comparable.

Dates of book closure

The register of members and share transfer
books of the company will remain closed from
Tuesday, 1 July 2008 to Thursday, 10 July 2008,
both days inclusive.




Date of dividend payment

The payment of dividend, upon declaration by the
shareholders at the forthcoming annual general
meeting, will be made on or after 14 July 2008 :

a) to all those beneficial owners holding shares
in electronic form, as per the ownership data
made available to the company by National
Securities Depository Limited (NSDL) and
the Central Depository Services (India)
Limited (CDSL) as of the end-of-the-day on
Monday, 30 June 2008; and

b) to all those shareholders holding shares
in physical form, after giving effect to all
the valid share transfers lodged with the
company on or before the closing hours on
Monday, 30 June 2008.

Payment of dividend

Dividend will be paid by account payee /
non-negotiable instruments or through the
electronic clearing service (ECS), as notified by
the SEBI through the stock exchanges. In view of
the significant advantages and the convenience,
the company will continue to pay dividend
through ECS in all major cities to cover maximum
number of shareholders, as per applicable
guidelines. Shareholders are advised to refer

to the notice of the annual general meeting for
details of action required to be taken by them in
this regard. For additional details or clarifications,
shareholders are welcome to contact the
registered office of the company.

Unclaimed dividends

Unclaimed dividends up to 1994-95 have been
transferred to the general revenue account of

the central government. Those who have not
cashed their dividend warrants for the period
prior to and including 1994-95 are requested to
claim the amount from Registrar of Companies,
Maharashtra, Pune, PMT Building, Deccan
Gymkhana, Pune 411 004.

As per Section 205-C of the Companies

Act, 1956, any money transferred by the company
to the unpaid dividend account and remaining
unclaimed for a period of seven years from the
date of such transfer shall be transferred to a
fund called the Investor Education and Protection
Fund set up by the central government.
Accordingly, the unpaid / unclaimed dividends for
the years 1995-96 to 1999-2000 were transferred
by the company to the said fund in the years
2003 to 2007. No claims shall lie against the
fund or the company in respect of amounts so
transferred.

Unpaid / unclaimed dividend for 2000-01 shall
become transferable to the fund in

September 2008. Shareholders are requested
to verify their records and send claims, if any, for
2000-01, before the amount becomes due for
transfer to the fund.

Registrar and share
transferagent

The company has no external registrar or
share transfer agent. All work relating to
physical transfer, transmission, splitting of
share certificates, dematerialisation and
rematerialisation processing, payment of
dividend, etc. is done in-house at the registered
office of the company.
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Share transfer system Dematerialisation of shares

Share transfers received by the company are During 2007-08, 9,220,830 shares were
registered within 15 days from the date of receipt, dematerialised, compared to 2,158,927 shares
provided the documents are complete in all during 2006-07. Distribution of shares as on
respects. Total number of shares transferred in 31 March 2008 and 2007 is given in Table 1.

physical category during 2007-08 was 443,426
versus 428,777 shares during 2006-07.

Table 1: Shares held in physical and electronic mode

Position as on Position as on Net change
31 March 2008 31 March 2007 during 2007-08

No. of % to total
shares shareholding
Physical 41,565,506 41.08
Demat:
NSDL 58,371,539 57.69
CDSL 1,246,465 1.23
Sub Total 59,618,004 58.92
Total 101,183,510 100.00
Global depository receipts Stock code
(GDRs)
1. BSE, Mumbai 500490
BHIL issued Global Depository Receipts (GDRs) 2. National Stock Exchange BAJAJHLDNG
in 1994 and the underlying shares against each 3. Reuters BJAT.BO
GDR were issued in the name of the overseas 4. Bloomberg BJHLIN
5. ISIN INE118A01012

depository — the Bankers Trust Company (whose
name changed to Deutsche Bank Trust Company I
Americas from 15 April 2002). As on LIStmg on stock eXChangeS
31 March 2008, 1,805,071 GDRs were

) Shares of BHIL are currently listed on the
outstanding, and represented an equal number of

following stock exchanges:

underlying equty shares.
1. Bombay Stock

GDRs of the company have been transferred Exchange Ltd.,

from the Main Market to the Professional 'EA;S""E';ai

Securities Market of the London Stock Exchange,

with effect from 10 March 2007. With this transfer, 2. National Stock

. e . Exchange of
the company can continue to present its financial India Ltd.,
statements under Indian GAAP. (NSE)




GDRs are listed on the London Stock Exchange, Market price data
having its office at EC2N 1HP, London UK.

Table 2 gives the monthly highs and lows of

BHIL’s shares on the Bombay Stock Exchange

stock exchanges have been paid in full (BSE), the National Stock Exchange (NSE) and
for the GDRs, on the London Stock Exchange.

During 2007-08, the listing fees payable to these

Table 2: Monthly highs and lows of Bajaj Holdings & Investment Ltd. (erstwhile Bajaj Auto Ltd.) shares
during 2007-08 (Rs.) vis-a-vis BSE Sensex

Month BSE NSE LONDON SE Closing BSE
(GDRs) Sensex

High Low

Apr-07 2,574.00 2,250.00 13,872.37
May-07 2,767.20 2,131.25 14,544.46
Jun-07 2,354.15  2,058.00 14,650.51
Jul-07 2,460.00 2,085.00 15,550.99
Aug-07 2,690.00 2,150.00 15,318.60
Sep-07 2,600.00 2,280.00 17,291.10
Oct-07 2,684.70 2,127.00 19,837.99
Nov-07 2,750.00 2,310.00 19,363.19
Dec-07 2,900.00 2,580.00 20,286.99
Jan-08 2,630.00 1,850.00 17,648.71
Feb-08 2,509.90 1,995.00 17,578.72
Mar-08 ! 2,330.00 1,871.00 15,644.44
Mar-08 2 1,060.00 585.00

' Before demerger in the name of Bajaj Auto Limited
2 After demerger in the name of Bajaj Holdings & Investment Limited.
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Distribution of shareholdings

Table 3 gives details about the pattern of shareholdings among various categories as on 31 March 2008,
while Table 4 gives the data according to size classes.

Table 3: Distribution of shareholdings across categories

No. of % to total No. of % to total

shares capital shares capital
Promoters 29,247,805 28.91 30,201,184 29.85
Friends and associates of promoters 16,454,136 16.26 16,896,811 16.70
GDRs'! 1,805,071 1.78 1,995,654 1.97
Foreign Institutional Investors 20,266,586 20.03 19,716,879 19.49
Public Financial Institutions 8,707,469 8.61 5,328,386 5.27
Mutual Funds 1,123,175 1.11 2,037,689 2.01
Nationalised & other banks 251,704 0.25 300,466 0.30
NRIs & OCBs 613,745 0.61 631,644 0.62
Others 22,713,819 22.45 24,074,797 23.79
Total 101,183,510 100.00 101,183,510 100.00

" Under the deposit agreement, the depository exercises the voting rights on the shares underlying the
GDRs as directed by the promoters of the company.

Table 4: Distribution of shareholding according to size class as on 31 March 2008

No of shares [\[eXo} Shares held
shareholders in each class

Number % Number %
1 TO 100 64,078 84.76 1,278,020 1.26
101 TO 200 3,779 5.00 587,193 0.58
201 TO 500 3,187 422 1,067,092 1.05
501 TO 1000 1,511 2.00 1,105,792 1.09
1001 TO 5000 1,993 2.64 4,508,642 4.46
5001 TO 10000 436 0.58 3,034,320 3.00
10001 TO 100000 470 0.62 14,474,822 14.31
100001 AND ABOVE 143 0.18 75,127,629 74.25
Total 75,597 100.00 101,183,510 100.00




Shareholders’ and investors’
grievances

The board of directors of BHIL currently has a
shareholders’ / investors’ grievance committee
consisting of three non-executive directors

to specifically look into the shareholders’ /
investors’ complaints on various matters. Routine
queries / complaints received from shareholders
are promptly attended to and replied. Queries

/ complaints received during the period under
review related to non-receipt of dividend by
warrants as well as through electronic clearing
service, non-receipt of annual report, non-receipt
of transferred shares and change of address
and / or bank particulars. There were no pending
issues to be addressed or resolved.

During the year, letters were received from

SEBI concerning 34 complaints filed by the
shareholders on various matters. In respect of
each of these complaints (most of which were
repetitive and related to sub-judice matters)
replies were filed with SEBI in the prescribed
format, and no action remained to be taken at the
company’s end.

Nomination

Individual shareholders holding shares singly or
jointly in physical form can nominate a person in
whose name the shares shall be transferable in
case of death of the registered shareholder(s).
The prescribed nomination form is routinely sent
by the company upon such request. Nomination
facility for shares held in electronic form is also
available with depository participant as per the
bye-laws and business rules applicable to NSDL
and CDSL.

Address for correspondence

Investors and shareholders can correspond
with the registered office of the Company at the
following address:

Bajaj Holdings & Investment Limited
Mumbai-Pune Road
Akurdi, Pune 411 035.

Tel : (020) 27472851 (Extn 6063),
27406063

Fax : (020) 27407380

e-mail  : investors@bhil.in

Web-site : www.bhil.in
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Report of the Auditors to the Members

We have audited the attached Balance Sheet of
BAJAJ HOLDINGS & INVESTMENT LIMITED,
as at 31st March 2008 and also the annexed
Profit and Loss Account and the statement of
Cash Flows of the Company for the year ended
on that date. These financial statements are the
responsibility of the Company’s management.
Our responsibility is to express an opinion on
these financial statements based on our Audit.

(d)

(1) We conducted our audit in accordance
with auditing standards generally accepted
in India. Those Standards require that
we plan and perform the audit to obtain
reasonable assurance about whether the
financial statements are free of material
misstatements. An Audit includes examining,
on a test basis, evidence supporting the
amounts and disclosures in financial
statements. An audit also includes assessing
the accounting principles used and
significant estimates made by management,
as well as evaluating the overall financial
statement presentation. We believe that
our audit provides a reasonable basis for
ouropinion.

As required by the Companies (Auditor’s
Report) Order, 2003 (CARO, 2003), issued
by the Central Government of India in terms
of Section 227(4A) of the Companies

Act, 1956, we annexe hereto a Statement on
the matters specified in paragraphs 4 of the
said Order;

Further to our comments in Annexure
referred to in paragraph 2 above,
we reportthat:

(a) We have obtained all the information
and explanations, which to the best
of our knowledge and belief were
necessary for the purposes of our audit;

In our opinion, proper books of account
as required by law have been kept

by the Company so far as appears
from our examination of the Books of
the Company;

The Balance Sheet, Profit and Loss
Account and the Cash Flow Statement
dealt with by the report are in
agreement with the Books of Account
ofthe Company;

Mumbai: 22 May 2008

In our opinion, the Balance Sheet,
the Profit and Loss Account and the
Cash Flow Statement dealt with by
this report comply with the Accounting
Standards referred to in Section 211
(3C) of the Companies Act, 1956, to
the extentapplicable.

On the basis of the written
representations received from the
Directors as at 31st March, 2008,

and taken on record by the Board of
Directors, we report that none of the
Directors are disqualified as on

31st March, 2008 from being appointed
as a director in terms of clause (g) of
sub-section (1) of section 274 of the
Companies Act, 1956.

In our opinion and to the best of our
information and according to the
explanations given to us, the said
Financial Statements, subject to the
manner of disclosure of investments
pending approval of the Ministry of
Corporate Affairs, as detailed in

Note 5(c), and read together with the
notes thereon, give the information
required by the Companies Act, 1956, in
the manner so required and present a
true and fair view in conformity with the
accounting principles generally accepted
in India:

(i) Inthe case of the Balance Sheet,
of the state of the affairs of the
Company as at 31st March, 2008,

In the case of the Profit and Loss
Account, of the Profit for the year
ended on that date, and

In the case of the Cash Flow
Statement, of the cash flows of the
Company for the year ended on
thatdate.

For and on behalf of
DALAL & SHAH
Chartered Accountants

Anish Amin
Partner
Membership No: 40451




Annexure to the Auditors’ Report

Statement referred to in Paragraph 2 of the

Auditors’ Report of even date to the Members of
BAJAJ HOLDINGS & INVESTMENT LIMITED on
the Accounts for the year ended 31stMarch,2008.

On the basis of the records produced to us for

our verification / perusal, such checks as we

considered appropriate, in terms of information

and explanations given to us on our enquiries and

in consideration of the scheme of arrangement
detailed in Note No.1 in Schedule 12 to the
financial statements, we state that:

i)

(a)

(b)

The Company has maintained proper
records showing full particulars including
quantitative details and situation of fixed
assets.

As explained to us, considering the
nature of the Fixed Assets, the same
have been physically verified by the
management at reasonable intervals
during the year in accordance with

the verification policy adopted by the
Company prior to the demerger detailed
in Note No. 1, whereby all the assets
were verified, in a phased manner, once
in a block of three years. According to
the information and explanations given
to us and the records produced to us for
our verification, discrepancies noticed
on such physical verification were not, in
our opinion, material and the same have
been properly dealt with in the Books

of Account.

i)

ii)

On the demerger of the company’s
“Manufacturing undertaking” and
“Strategic Business Undertaking” with
effect from 1st April 2007, as detailed

in Note No 1 to Schedule” 12 “ to the
financial statements, the company
operates as an Investment company with
large sums invested and generating profits
which do not in any manner threaten

the going concern. Hence, sale out of
the remaining assets would not have an
impact on the operations of the company.

As per the information and explanations
given to us and the records produced
to us for our verification, the company
has not granted loans, secured or
unsecured, to any Company, Firms or
other parties covered in the register
maintained under section 301 of the
Companies Act, 1956 .

The Company has not taken any loans,
secured or unsecured, from companies,
firms or other parties covered in the
register maintained under section 301 of
the Companies Act, 1956.

In our opinion and according to the

information and explanations given to us,

there are adequate internal control systems

commensurate with the size of the Company

and the nature of its business with regard to

the purchase 