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SECTION I - GENERAL
DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates or implies, the following terms shall have the meanings provided below in
this Prospectus, and references to any statute or regulations or policies will include any amendments or re-
enactments thereto, from time to time. In case of any inconsistency between the definitions given below and the
definitions contained in the General Information Document (as defined below), the definitions given below shall
prevail.

Unless the context otherwise indicates, all references to “PNBHF ", “the Company”, “our Company”,
Issuer”, “we”, “us” and “our” are references to PNB Housing Finance Limited, a company incorporated in
India under the Companies Act 1956 with its Registered and Corporate Office at 9" Floor, Antriksh Bhavan, 22

Kasturba Gandhi Marg, New Delhi 110 001, India.

v ", “the

Company Related Terms

Term Description
ALCO The asset liability management committee of our Board
AoA/Articles of The articles of association of our Company, as amended
Association or Articles
Audit Committee The audit committee of our Board
Auditors The statutory auditor of our Company, being B.R. Maheswari & Co., Chartered
Accountants
Board/ Board of The board of directors of our Company, or a duly constituted committee thereof
Directors
BPR Program The Business Process Transformation and Re-Engineering program of our Company
CCDs Compulsorily convertible debentures issued by our Company pursuant to the SSA
COPS Centralized operations of our Company
CPC Central processing center of our Company
CSO Central support office of our Company
CSR Committee The corporate social responsibility committee of our Board
DC Disaster recovery center of our Company
DEL/ Destimoney Destimoney Enterprises Limited, which is an entity held by QIH
Director(s) The director(s) on our Board
DR Data recovery center
DST The in-house direct sales team of our Company
Equity Shares The equity shares of our Company of face value of ¥ 10 each
Equity Shareholders The holders of the Equity Shares
FCE Fraud control expert

Group Companies

IPO Committee

KMP/ Key Managerial
Personnel

License Agreement

The Group Companies of our Company, as identified and described in “Our
Promoter, Promoter Group and Group Companies” on page 185

The IPO Committee of our Board constituted to facilitate the process of the Issue
Key management personnel of our Company in terms of Regulation 2(1)(s) of the SEBI
ICDR Regulations and Section 2(51) of the Companies Act 2013

License Agreement dated December 7, 2009 between our Company and our Promoter,
PNB

MoA/Memorandum The memorandum of association of our Company, as amended

of Association

PNBHF ESOS PNBHF ESOS 2016, the employee stock option scheme established by our Company
with effect from April 22,2016

PNBHFLR Our reference rate as determined by us from time to time based on market conditions

Promoter or PNB The promoter of our Company, namely Punjab National Bank

Promoter Group

QIH

Persons and entities constituting the promoter group of our Company, pursuant to
Regulation 2(1)(zb) of the SEBI ICDR Regulations, as identified and described in
“Qur Promoter, Promoter Group and Group Companies” on page 185

Quality Investments Holdings, which is a company incorporated in Mauritius owned
and controlled by CAP IV AIV Mauritius Limited, and CAP IV Coinvest AIV
Mauritius Limited, which are entities incorporated in Mauritius and QIH’s nominees.
These entities have investment advisory arrangements with affiliates of the Carlyle
Group, LP (NASDAQ-CG)



Term
Registered and
Corporate Office
Restated Financial
Statements

SH Amendment and
Termination Agreement
SHA

SPA

SSA

Stakeholders’
Relationship Committee

TSG

Issue Related Terms

Description
The registered and corporate office of our Company, at 9" Floor, Antriksh Bhavan, 22
Kasturba Gandhi Marg, New Delhi 110 001, India
Restated audited financial statements of assets and liabilities as at June 30, 2016 and
March 31,2016, March 31,2015, March 31,2014, March 31, 2013 and March 31,2012
and Restated audited financial statements of profits and losses and cash flows for the
three months ended June 30, 2016 and each of the Fiscals ended March 31, 2016, March
31,2015, March 31, 2014, March 31, 2013 and March 31, 2012 for the Company
Agreement dated June 30, 2016 amending and terminating the SHA

Shareholders’ Agreement dated December 7, 2009 between our Company, DEL and
PNB, as amended by the SH Amendment and Termination Agreement

Share Purchase Agreement dated December 7, 2009 between our Company, DEL and
PNB

Share Subscription Agreement dated December 9, 2009 between our Company and
DEL

The Stakeholders Relationship Committee of our Board

The technical service group of our Company

Term
Acknowledgment Slip

Allotted/Allotment/Allot

Allottee
Allotment Advice

Anchor Escrow Account

Anchor Escrow

Agreement

Anchor Investor

Anchor Investor
Bidding Date

Anchor Investor Issue
Price

Anchor Investor Portion

Application Supported
by Blocked Amount/
ASBA

ASBA Account

Bankers to the Issue
/Anchor Escrow and
Refund Bank

Basis of Allotment

Description
The slip or document issued by the Designated Intermediary(ies) to a Bidder as proof of
registration of the Bid cum Application Form
The issue and allotment of the Equity Shares to successful Bidders pursuant to the Issue
A successful Bidder to whom the Equity Shares are Allotted
The note or advice or intimation of Allotment, sent to each successful Bidder who has
been or is to be Allotted the Equity Shares after approval of the Basis of Allotment by
the Designated Stock Exchange
Account opened with Anchor Escrow and Refund Bank for the Issue and in whose
favour the Anchor Investors will transfer money through direct credit or NEFT or RTGS
in respect of the Bid Amount when submitting a Bid
Agreement dated October 19, 2016 entered into amongst our Company, the Registrar to
the Issue, the GCBRLMs and the Anchor Escrow and Refund Bank for collection of the
Bid Amounts and where applicable remitting refunds, if any, to the Anchor Investors,
on the terms and conditions thereof
A QIB, who applied under the Anchor Investor Portion in accordance with the
requirements specified in the SEBI ICDR Regulations
October 24, 2016

% 775 per Equity Share

Up to 60% of the QIB Category, consisting of 11,537,902 Equity Shares which was
allocated by our Company in consultation with the GCBRLMs, to Anchor Investors,
on a discretionary basis. One-third of the Anchor Investor Portion was reserved for
domestic Mutual Funds, subject to valid Bids being received from domestic Mutual
Funds at or above the Anchor Investor Issue Price

The application (whether physical or electronic) by a Bidder (other than Anchor
Investors) to make a Bid authorizing the relevant SCSB to block the Bid Amount in
the relevant ASBA Account

A bank account maintained with an SCSB and specified in the Bid cum Application
Form which has been blocked by such SCSB to the extent of the appropriate Bid
Amount in relation to a Bid by a Bidder (other than a Bid by an Anchor Investor)
The bank(s) which is/are clearing members and are registered with the SEBI as an
escrow bank, with whom the Anchor Escrow Accounts in relation to the Issue for Bids
by Anchor Investors has been opened and from which a refund of the whole or part
of the Bid Amount, if any, shall be made, in this case being HDFC Bank Limited
The basis on which the Equity Shares will be Allotted to successful Bidders under the

_Issue, described in “Issue Procedure” on page 322



Term
Bid

Bid Amount

Bid cum Application
Form

Bid Lot

Bid/Issue Closing Date
Bid/Issue Opening Date
Bid/Issue Period
Bidder

Bidding Centres

Book Building Process

Broker Centres

Cap Price

CAN / Confirmation of
Allocation Note

Client ID

Collecting Depository
Participants/CDPs

Cut-off Price

Demographic Details

Designated Branches

Designated CDP
Locations

Designated Date

Designated
Intermediaries

Description
An indication to make an offer during the Bid/Issue Period by a Bidder, or on the Anchor
Investor Bidding Date by an Anchor Investor, pursuant to submission of a Bid cum
Application Form, to subscribe for or purchase our Equity Shares at a price within the
Price Band, including all revisions and modifications thereto, to the extent permissible
under the SEBI ICDR Regulations
The highest value of the optional Bids as indicated in the Bid cum Application Form
and payable by the Bidder or as blocked in the ASBA Account of the Bidder, as the
case may be, upon submission of the Bid in the Issue, less Employee Discount
The form in terms of which the Bidder has made a Bid and was considered as the
application for the Allotment pursuant to the terms of the Red Herring Prospectus and
this Prospectus
19 Equity Shares and in multiples of 19 Equity Shares thereafter
October 27, 2016
October 25,2016
October 25, 2016 to October 27, 2016
Any prospective investor who made a Bid pursuant to the terms of the Red Herring
Prospectus and the Bid cum Application Form, including an Anchor Investor
Centres at which the Designated Intermediaries accepted the Bid cum Application
Forms, being the Designated SCSB Branch for SCSBs, Specified Locations for
Syndicate, Broker Centres for Registered Brokers, Designated RTA Locations for RTAs
and Designated CDP Locations for CDPs
The book building process as described in Schedule XI of the SEBI ICDR Regulations,
in terms of which the Issue is being made
Broker centres of the Registered Brokers, where Bidders submitted the Bid cum
Application Forms. The details of such Broker Centres, along with the names and
contact details of the Registered Brokers are available on the respective websites of the
Stock Exchanges
% 775 per Equity Share
Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who
have been allocated the Equity Shares, after the Anchor Investor Bid/Issue Period
Client identification number of the Bidder’s beneficiary account
A depository participant registered under Section 12 (1A) of the SEBI Act and who is
eligible to procure Bids at the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI
The Issue Price, finalized by our Company in consultation with the GCBRLMs. Only
Retail Individual Investors and Eligible Employees bidding in the Employee
Reservation Portion were entitled to Bid at the Cut-off Price. QIBs (including Anchor
Investors) and Non-Institutional Investors were not entitled to Bid at the Cut-off Price
The details of the Bidders including the Bidders’ address, names of the Bidders’
father/husband, investor status, occupation and bank account details
Such branches of the SCSBs which may collect the Bid cum Application Form used by
Bidders (other than Anchor Investors), a list of which is available at the website of the
SEBI (http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries)
and updated from time to time
Such centres of the Collecting Depository Participants where Bidders can submit the
Bid cum Application Forms. The details of such Designated CDP Locations, along with
the names and contact details of the CDPs are available on the respective websites of
the Stock Exchanges (www.nseindia.com and www.bseindia.com) and updated from
time to time
The date on which the Anchor Escrow and Refund Bank transfer the funds from the
Anchor Escrow Accounts to the Public Issue Account(s) or the Refund Account(s), as
appropriate, and the amounts blocked by the SCSBs are transferred to the ASBA
Accounts, as the case may be, to the Public Issue Account(s) or the Refund Account,
as appropriate, in terms of the Red Herring Prospectus and this Prospectus, following
which the Board of Directors may Allot Equity Shares to successful Bidders in the Issue
Members of the Syndicate, sub-syndicate/agents, SCSBs, Registered Brokers,
Brokers, CDPs and RTAs, who are authorized to collect Bid cum Application Forms

_from the Bidders, in relation to the Issue



Term
Designated RTA
Locations

Designated Stock
Exchange

Draft Red Herring
Prospectus/DRHP

DSP Merrill Lynch
Eligible Employee

Employee Reservation
Portion
Eligible NRI

Employee Discount
First Bidder

Floor Price

Global Coordinators and
Book Running Lead

Managers/GCBRLMs

General Information
Document

Issue

Description
Such centres of the RTAs where Bidders can submit the Bid cum Application Forms.
The details of such Designated RTA Locations, along with the names and contact
details of the RTAs are available on the respective websites of the Stock Exchanges
(www.nseindia.com and www.bseindia.com) and updated from time to time
NSE

The draft red herring prospectus dated July 4, 2016, filed with the SEBI and issued in
accordance with the SEBI ICDR Regulations, which does not contain complete
particulars of the price at which our Equity Shares will be Allotted and the size of the
Issue, including any addenda or corrigenda thereto

DSP Merrill Lynch Limited

All or any of the following:

(a) a permanent and full time employee of our Company (excluding such
employees not eligible to invest in the Issue under applicable laws, rules,
regulations and guidelines) as of the date of filing of the Red Herring
Prospectus with the RoC and who continues to be an employee of our
Company until the submission of the Bid cum Application Form, and is
based, working and present in India as on the date of submission of the Bid
cum Application Form; and

a Director of our Company, whether a whole time Director, part time
Director or otherwise, (excluding such Directors not eligible to invest in the
Issue under applicable laws, rules, regulations and guidelines and any
Promoter) as of the date of filing the Red Herring Prospectus with the RoC
and who continues to be a Director of our Company until the submission of
the Bid cum Application Form and is based and present in India as on the
date of submission of the Bid cum Application Form.

(®

=

An employee of our Company, who is recruited against a regular vacancy but is on
probation as on the date of submission of the Bid cum Application Form will also be
deemed a ‘permanent and a full time employee’.

The maximum Bid Amount under the Employees Reservation Portion by an Eligible
Employee cannot exceed ¥ 200,000 in accordance with the SEBI ICDR Regulations
The portion of the Issue, being 250,000 Equity Shares, available for allocation to
Eligible Employees, on a proportionate basis

A non-resident Indian, resident in a jurisdiction outside India where it is not unlawful to
make an offer or invitation under the Issue and in relation to whom the Red Herring
Prospectus constituted an invitation to subscribe for the Equity Shares

A discount of ¥ 75 offered to the Eligible Employees bidding in the Employee
Reservation Portion

The Bidder whose name appears first in the Bid cum Application Form or the
Revision Form and in case of joint Bidders, whose name appears as the first holder of
the beneficiary account held in joint names

% 750 per Equity Share

The global coordinators and book running lead managers to the Issue, in this case being
Kotak Mahindra Capital Company Limited, DSP Merrill Lynch Limited, JM Financial
Institutional Securities Limited, J.P. Morgan India Private Limited and Morgan
Stanley India Company Private Limited

The General Information Document for investing in public issues prepared and issued
in accordance with the circular (CIR/CFD/DIL/12/2013) dated October 23, 2013,
notified by SEBI and updated pursuant to the circular
(CIR/CFD/POLICYCELL/11/2015)  dated  November 10, 2015  and
(SEBI/HO/CFD/DIL/CIR/P/2016/26) dated January 21, 2016 notified by SEBI and
included in “Issue Procedure” on page 322

Public issue 0f 38,733,870 Equity Shares for cash at a price of T 775 per Equity Share,
aggregating up to ¥ 30,000 million. The Issue comprises a Net Issue and Employee
Reservation Portion**

" Subject to finalisation of Basis of Allotment.



Term

Issue Agreement
Issue Price

JM Financial
J.P. Morgan

Kotak
Maximum RII Allottees

Monitoring Agency
Morgan Stanley
Mutual Fund Portion
Net Proceeds
Non-Institutional
Category
Non-Institutional
Investors/NIls

Price Band

Pricing Date

Prospectus

Public Issue Account

QIB Category

Qualified Institutional
Buyers or QIBs

Red Herring Prospectus
or RHP

Refund Account(s)
Registered Brokers
Registrar Agreement
Registrar and Share

Transfer Agents or RTA

Registrar to the Issue

Description
**Discount of Rs 75 per Equity Share to the Issue Price has been offered to Eligible
Employees (the "Employee Discount"). All amounts have been included taking into
consideration the Employee Discount.
The agreement dated July 4, 2016 entered into amongst our Company and the
GCBRLMs, pursuant to which certain arrangements are agreed to in relation to the Issue
% 775 per Equity Share, which was decided by our Company in consultation with the
GCBRLMs. Equity Shares to the Anchor Investors will be Allotted at the Anchor
Investor Issue Price in terms of the Red Herring Prospectus
JM Financial Institutional Securities Limited
J.P. Morgan India Private Limited
Kotak Mahindra Capital Company Limited
The maximum number of RIIs who can be allotted the minimum Bid Lot. This is
computed by dividing the total number of Equity Shares available for Allotment to
RIIs by the minimum Bid Lot
HDFC Bank Limited
Morgan Stanley India Company Private Limited
5% of the QIB Category (excluding the Anchor Investor Portion) or 385,202 Equity
Shares available for allocation to Mutual Funds only, on a proportionate basis
Proceeds of the Issue that will be available to our Company, less Issue Expenses
The portion of the Issue, being not less than 15% of the Net Issue or 5,772,581 Equity
Shares, available for allocation on a proportionate basis to Non-Institutional Investors
subject to valid Bids being received at or above the Issue Price
All Bidders, including Category III FPIs that are not QIBs (including Anchor Investors)
or Retail Individual Investors or Eligible Employees bidding in the Employee
Reservation Portion, who have Bid for Equity Shares for an amount of more than ¥
200,000 (but not including NRIs other than Eligible NRIs)
Price band of the Floor Price of % 750 and a Cap Price of X 775, per Equity Share,
inclusive of both
The date on which our Company in consultation with the GCBRLMs finalized the Issue
Price, being November 1, 2016
This Prospectus dated November 1, 2016 filed with the RoC for this Issue on the Pricing
Date in accordance with the provisions of Section 26 and 32 of the Companies Act 2013
and the SEBI ICDR Regulations, containing the Issue Price, the size of the Issue and
certain other information, including any addenda or corrigenda thereto
The account opened with the Banker to the Issue to receive monies from the Anchor
Escrow Account and the ASBA Accounts on the Designated Date
The portion of the Issue, being 50% of the Net Issue or 19,241,934 Equity Shares
available for allocation to QIBs on a proportionate basis, including the Anchor Investor
Portion (in which allocation was made on a discretionary basis, as determined by our
Company in consultation with the GCBRLMs), subject to valid Bids being received at
or above the Issue Price
A qualified institutional buyer as defined under Regulation 2(1)(zd) of the SEBI ICDR
Regulations
The red herring prospectus dated October 15, 2016, issued in accordance with Section
32 of the Companies Act 2013 and the SEBI ICDR Regulations, which did not have
complete particulars of the price at which the Equity Shares shall be Allotted and
which was filed with the RoC, including any addenda or corrigenda thereto
Account(s) opened with the Anchor Escrow and Refund Bank from which refunds, if
any, of the whole or part of the Bid Amount shall be made to Anchor Investors
Stock brokers registered with the stock exchanges having nationwide terminals, other
than the members of the Syndicate
The agreement dated June 27, 2016, entered into among our Company and the Registrar
to the Issue in relation to the responsibilities and obligations of the Registrar to the Issue
pertaining to the Issue
Registrar and share transfer agents registered with SEBI and eligible to procure Bids at
the Designated RTA Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI
Link Intime India Private Limited




Term
Retail Category

Retail Individual
Investors/ RIIs

Revision Form

Self Certified Syndicate
Banks or SCSBs

Specified Locations

Stock Exchanges
Syndicate Agreement

Syndicate Members

Syndicate or members
of the Syndicate
Underwriters
Underwriting
Agreement

U.S.QIB

Working Day(s)

Description
The portion of the Issue, being not less than 35% of the Net Issue or 13,469,355 Equity
Shares, available for allocation to Retail Individual Investors, which shall not be less
than the minimum Bid lot, subject to availability in the Retail Category and the
remaining Equity Shares to be Allotted on a proportionate basis
Bidders (including HUFs and Eligible NRIs), other than Eligible Employees bidding in
the Employee Reservation Portion, whose Bid Amount for Equity Shares in the Issue
was not more than ¥ 200,000 in any of the bidding options in the Issue (including HUFs
applying through their karta and Eligible NRIs and does not include NRIs other than
Eligible NRIs)
The form used by the Bidders to modify the quantity of Equity Shares or the Bid Amount
in any of their Bid cum Application Forms or any previous Revision Form(s), as
applicable. QIBs bidding in the QIB category and Non-Institutional Investors bidding
in the Non-Institutional category are not permitted to withdraw their Bid(s) or lower the
size of their Bid(s) (in terms of quantity of Equity Shares or the Bid Amount) at any
stage
The banks registered with the SEBI which offer the facility of ASBA and the list of
which is available on the website of the SEBI
(http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries) and
updated from time to time and at such other websites as may be prescribed by SEBI
from time to time
Bidding centres where the Syndicate shall accept Bid cum Application Forms, a list of
which is included in the Bid cum Application Form
The BSE Limited and the National Stock Exchange of India Limited
The agreement dated October 24, 2016 entered into amongst the members of the
Syndicate, our Company, and the Registrar to the Issue in relation to the collection of
Bid cum Application Forms by the Syndicate
Intermediaries registered with the SEBI and permitted to carry out activities as an
underwriter, in this case being Kotak Securities Limited and JM Financial Services
Limited
Collectively, the GCBRLMs and the Syndicate Members

The members of the Syndicate
The agreement dated November 1, 2016 among our Company and the Underwriters

A qualified institutional buyer, as defined under Rule 144A

Any day, other than Saturdays, Sundays and public holidays, on which commercial
banks in India are open for business, provided however, for the purpose of the time
period between the Bid/Issue Opening Date and listing of the Equity Shares on the
Stock Exchanges, “Working Days” shall mean all trading days excluding Sundays
and bank holidays in India in accordance with the SEBI circular no
SEBI/HO/CFD/DIL/CIR/P/2016/26 dated January 21, 2016

Conventional and General Terms and Abbreviations

Term
AIF(s)
Authorised Dealers

Banking Regulation
Act

BSE

CAGR

CARE

Category III FPIs

CDSL

Description
Alternative Investment Funds
Authorised Dealers registered with RBI under the Foreign Exchange Management
(Foreign Currency Accounts) Regulations, 2000
Banking Regulation Act, 1949

BSE Limited

Compounded Annual Growth Rate

Credit Analysis and Research Limited

FPIs registered as category III FPIs under the SEBI FPI Regulations, which shall include
all other FPIs not eligible under category I and II foreign portfolio investors, such as
endowments, charitable societies, charitable trusts, foundations, corporate bodies, trusts,
individuals and family offices

Central Depository Services (India) Limited




Term
Central Sales Tax Act
CERSAI
CIBIL
CIN
CLRA
Companies Act

Companies Act 1956
Companies Act 2013

Consolidated FDI
Policy

CRISIL
CSR
Depository

Depositories Act
DIPP

DPID

DRT Act

DRT

DTC

EBITDA

ECB

ECB Master Circular

EPF Act
EPS
ERP
ESI Act
Euro

FCNR Account
FDI

FEMA

FEMA 20
FIFO

FII(s)

Financial Year/Fiscal/
Fiscal Year
FPIs

FVCI

GAAR
GDP

Description
Central Sales Tax Act, 1956
Central Registry of Securitization Assets Reconstruction and Security Interest of India
Credit Information Bureau (India) Limited
Corporate Identity Number
The Contract Labour (Regulation and Abolition) Act, 1970
Companies Act, 1956 (without reference to the provisions thereof that have ceased to
have effect upon notification of the Notified Sections) and the Companies Act 2013,
read with the rules, regulations, clarifications and modifications thereunder
Companies Act, 1956 (without reference to the provisions thereof that have ceased to
have effect upon notification of the Notified Sections)
Companies Act, 2013, to the extent in force pursuant to the notification of the Notified
Sections, read with the rules, regulations, clarifications and modifications thereunder
The consolidated FDI Policy, effective from June 7, 2016, issued by the Department of
Industrial Policy and Promotion, Ministry of Commerce and Industry, Government of
India, and any modifications thereto or substitutions thereof, issued from time to time
CRISIL Limited
Corporate Social Responsibility
A depository registered with the SEBI under the Securities and Exchange Board of India
(Depositories and Participants) Regulations, 1996
The Depositories Act, 1996
Department of Industrial Policy and Promotion, Ministry of Commerce and Industry,
Gol
Depository Participant’s identity number
The Recovery of Debt due to Banks and Financial Institutions Act, 1993
Debt Recovery Tribunal
Direct Tax Code, 2013
Earnings Before Interest, Tax, Depreciation and Amortization
External Commercial Borrowings
RBI master circular on external commercial borrowings and trade credits dated July 1,
2015
The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952
Earnings per share
Enterprise Resource Planning
Employees’ State Insurance Act, 1948
Euro, the official single currency of the participating member states of the European
Economic and Monetary Union of the Treaty establishing the European Community
Foreign Currency Non Resident (Bank) account established in accordance with the
FEMA
Foreign direct investment
The Foreign Exchange Management Act, 1999 read with rules and regulations thereunder
The Foreign Exchange Management (Transfer or Issue of Security by a Person
Resident Outside India) Regulations, 2000
First-in, first-out
Foreign Institutional Investors as defined under Securities and Exchange Board of India
(Foreign Institutional Investors) Regulations, 2000, registered with the SEBI under
applicable laws in India and deemed as FPIs under the SEBI FPI Regulations
The period of 12 months commencing on April 1 of the immediately preceding calendar
year and ending on March 31 of that particular calendar year
A foreign portfolio investor who has been registered pursuant to the SEBI FPI
Regulations, provided that any FII who holds a valid certificate of registration shall be
deemed to be an FPI until the expiry of the block of three years for which fees have
been paid as per the Securities and Exchange Board of India (Foreign Institutional
Investors) Regulations, 1995
Foreign Venture Capital Investors (as defined under the Securities and Exchange Board
of India (Foreign Venture Capital Investors) Regulations, 2000) registered with SEBI
General Anti-Avoidance Rules
Gross Domestic Product




Term
Gol
GST
HUF(s)
IAS Rules
ICAI
ICRA
IFSC
IFRS
Income Tax Act
Ind(AS)

India Ratings (Fitch)
Indian GAAP

INR or Rupee or or
Rs.

IMaCS

IRDA

ISDA

KYC

LIBOR

MCA

MCI

Minimum Wages Act
Mn

Mutual Funds

NAV

NBFC

NCDs

NIA

No-action letters
Notified Sections

NR/ Non-resident
NRE Account

NRI

NRO Account
NSDL

NSE

Opex

P/E Ratio

PAN

PAT

Payment of Bonus Act
Payment of Gratuity
Act

PDC

PMLA

PPP

RBI

RBI ECB Master
Direction

ROI

Regulation S

RoC or Registrar of
Companies

Description
The Government of India
Goods and service tax
Hindu Undivided Family(ies)
Companies (Indian Accounting Standards) Rules, 2015
Institute of Chartered Accountants of India
ICRA Limited
Indian Financial System Code
International Financial Reporting Standards
Income Tax Act, 1961
The Indian Accounting Standards referred to in the Companies (Indian Accounting
Standard) Rules, 2015, as amended
India Ratings and Research Private Limited
Generally Accepted Accounting Principles in India
Indian Rupee, the official currency of the Republic of India

ICRA Management Consulting Services Limited

Insurance Regulatory and Development Authority of India

International Swaps and Derivatives Association

Know your customer

London Interbank Offered Rate

The Ministry of Corporate Affairs, Gol

Ministry of Commerce and Industry, Gol

Minimum Wages Act, 1948

Million

Mutual funds registered with the SEBI under the Securities and Exchange Board of India
(Mutual Funds) Regulations, 1996

Net asset value

Non-banking financial company

Non convertible debentures

Negotiable Instruments Act, 1881

No-action letters issued by the SEC

The sections of the Companies Act 2013 that have been notified by the MCA and are
currently in effect

A person resident outside India, as defined under the FEMA and includes an NRI
Non-Resident External Account established and operated in accordance with the FEMA
Non-Resident Indian

Non-Resident Ordinary Account established and operated in accordance with the FEMA
National Securities Depository Limited

The National Stock Exchange of India Limited

Operating expenses

Price/Earnings Ratio

Permanent account number

Profit after tax

Payment of Bonus Act, 1965

Payment of Gratuity Act, 1972

Post-dated cheques

Prevention of Money Laundering Act, 2002

Public private partnership

The Reserve Bank of India

Master Direction on External Commercial Borrowings, Trade Credit, Borrowing and
Lending in Foreign Currency by Authorized Dealers and Persons other than
Authorized Dealers

Return on Equity

Regulation S under the U.S. Securities Act

The Registrar of Companies, National Capital Territory of Delhi and Haryana




Term
Rule 144A
SCRR
SEBI
SEBI Act
SEBI ESOP
Regulations
SEBIICDR
Regulations
SEBI FPI Regulations

SEBIFVCI
Regulations

SEBI Listing
Regulations

SEC

STT

Takeover Regulations

US$/ USD/ US Dollar
USA/U.S./US

U.S. GAAP

U.S. Securities Act
VAT

VCFs

World Factbook

Description
Rule 144A under the U.S. Securities Act
The Securities Contracts (Regulation) Rules, 1957
The Securities and Exchange Board of India constituted under the SEBI Act
The Securities and Exchange Board of India Act, 1992
The Securities and Exchange Board of India (Share Based Employee Benefits)
Regulations, 2014
The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009
Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations,
2014
Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015

The United States Securities and Exchange Commission

Securities Transaction Tax

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

United States Dollar, the official currency of the United States of America

United States of America, its territories and possessions, any state of the United States of
America and the District of Columbia

Generally Accepted Accounting Principles in the United States of America

The United States Securities Act, 1933

Value Added Tax

Venture capital funds as defined in and registered with the SEBI under the Securities and
Exchange Board of India (Venture Capital Fund) Regulations, 1996 or the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012, as the case
may be

The World Factbook, available on https://www.cia.gov/library/publications/the-world-
factbook/geos/in.html

Industry Related Terms

Term
AFS
AML
ATS
AUM
Average
borrowings
Cost to income ratio

cost

CRAR
CREDAI
CRISIL Report
CTL

DMA

DTA

DTL

ECB

EMI

ESS

FCU

Federal Bank
FOIR

Fair Practices Code

Description
Auvailable for sale
Anti money laundering
Average ticket size
Assets under management
The finance cost for the period divided by the average interest-bearing liabilities,
expressed as a percentage
The ratio of total operating expenses to our gross income (revenue from operations
less finance cost on loan origination cost)
Capital to risk (weighted) assets ratio or capital adequacy ratio
Confederation of Real Estate Developer’s Association of India
Retail Finance — Housing Annual Review, 2016 prepared by CRISIL Research
Corporate term loan
Direct Marketing Associates
Deferred tax asset
Deferred tax liability
External Commercial Borrowings
Equated monthly instalment
Enterprise System Solution
Fraud control unit
The Federal Bank Limited
Fixed obligation to income ratio
The guidelines on fair practices code for HFCs issued by the NHB on September
9, 2015

of
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Term
GNPAs
GVA
HFC
HFT
HTM
IMaCS Report
Investment Company Act
LAP
LRD
LTV ratio
NHB
NHB Act
NHB ALM Guidelines
NHB Directions
NHB Report
NII
NIM
NOF
NPA
NRPL
Provision Coverage Ratio
PTP
Real Estate Act
Recovery Agents
Guidelines
ROA
RoE

SARFAESI Act

SENP

SEP

SLR

Spread

TAT

Technical Group Report

WPI

Description
Gross non-performing assets
Gross value added at basic prices
Housing Finance Company
Held for trading
Held to maturity
Housing Finance Industry in India: 2015 Report prepared by IMaCS
The United States Investment Company Act of 1940, as amended
Loan against property
Lease rental discounting
Loan-to-value ratio
The National Housing Bank
The National Housing Bank Act, 1987
Asset — liability management guidelines prescribed by the NHB
The Housing Finance Companies (National Housing Bank) Directions, 2010
Report on Trend and Progress of Housing in India, 2014 prepared by the NHB
Net interest income
Net interest margin
Net owned funds
Non-performing assets
Non-residential premises loans
The ratio of provisions created for NPAs to gross NPAs
Promised-to-pay
The Real Estate (Regulation and Development) Act, 2016
The guidelines for recovery agents engaged by HFIs issued by the NHB on July
14, 2008
Return on assets
Return on equity
The Securitization and Reconstruction of Financial Assets and Enforcement of
Security Interest Act, 2002
Self-employed non-professional
Self-employed professional
Statutory liquidity ratio
The difference between average yield and average cost of borrowings
Turn around time
Report of the Technical Group on Urban Housing Storage (T-12) (2012-17)
prepared by the Ministry of Housing and Urban Poverty Alleviation
Wholesale Price Index

The words and expressions used but not defined in this Prospectus will have the same meaning as assigned to
such terms under the Companies Act 1956, as superseded and substituted by notified provisions of the Companies
Act 2013 (together the “Companies Act”), the Securities and Exchange Board of India Act, 1992 (“SEBI Act”),

the SEBI ICDR Regulations, the SCRA, the Depositories Act and the rules and regulations made thereunder.

Notwithstanding the foregoing, terms in “Main Provisions of the Articles of Association”, “Statement of Twc
Benefits”, “Industry Overview”, “Regulations and Policies in India”, “Financial Stat
Litigation and Other Material Developments” and “Part B” of “Issue Procedure”,

ts”, “O

ascribed to such terms in these respective sections.
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CERTAIN CONVENTIONS, USE OF FINANCIAL INFORMATION AND MARKET DATA AND
CURRENCY OF PRESENTATION

Certain Conventions
All references in this Prospectus to “India” are to the Republic of India.
Financial Data

Unless indicated otherwise, the financial data in this Prospectus is derived from our Restated Financial Statements,
prepared in accordance with the Generally Accepted Accounting Principles in India (the “Indian GAAP”) and
the Companies Act 2013 and restated in accordance with the SEBI ICDR Regulations.

Our Company’s financial year commences on April 1 of the immediately preceding calendar year and ends on
March 31 of that particular calendar year, so all references to a particular financial year are to the 12 month period
commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that particular
calendar year.

There are significant differences between the Indian GAAP, the International Financial Reporting Standards (the
“IFRS”) and the Generally Accepted Accounting Principles in the United States of America (the “U.S. GAAP”).
Accordingly, the degree to which the financial statements included in this Prospectus will provide meaningful
information is entirely dependent on the reader’s level of familiarity with Indian accounting practices. Any
reliance by persons not familiar with Indian accounting practices, the Indian GAAP, the Companies Act and the
SEBI ICDR Regulations on the financial disclosures presented in this Prospectus should accordingly be limited.
‘We have not attempted to quantify the impact of the IFRS or the U.S. GAAP on the financial data included in this
Prospectus, nor do we provide a reconciliation of our financial statements to those under the U.S. GAAP or the
IFRS and we urge you to consult your own advisors regarding such differences and their impact on our financial
data.

On February 16, 2015, the Ministry of Corporate Affairs issued the Companies (Indian Accounting Standards)
Rules, 2015 (“IAS Rules”) for the purpose of enacting changes to Indian GAAP that are intended to align Indian
GAAP further with IFRS. The IAS Rules provide that the financial statements of the companies to which they
apply shall be prepared and audited in accordance with the Indian Accounting Standard (“IND (AS)”), although
any company may voluntarily implement Ind (AS) for the accounting period beginning from April 1, 2015.
NBEFCs having a net worth of more than % 5,000.00 million are required to mandatorily adopt IND (AS) for the
accounting period beginning from April 1, 2018 with comparatives for the period ending on March 31, 2017.

We have not made any attempt to quantify or identify the impact of the differences between Indian GAAP and
IND (AS) as applied to our financial statements and it is urged that you consult your own advisors regarding the
impact of difference, if any, on financial data included in this Prospectus. See “Risk Factors — Significant
differences exist between Indian GAAP used to prepare our financial statements and other accounting
principles, such as U.S. GAAP and IFRS, with which investors may be more familiar. Further, we will be
subject to a ber of new acc ing dards as part of our transition to IND(AS) that may significantly
impact our financial statements” on page 41.

We use a variety of financial indicators and ratios to measure and analyze our financial performance and financial
condition from period to period and to manage our business. These financial indicators and ratios are defined by
our management and are presented, along with a brief explanation, in “Selected Statistical Information™ on page
111. While these financial indicators and ratios are widely used in our industry, they may not be comparable to
similar financial indicators and ratios used by other housing finance companies or companies engaged in the
financial services industry in India. Other companies may use different financial indicators and ratios or calculate
these ratios differently, and similarly titled measures published by them may therefore not be comparable to ours.
Several of these financial indicators and ratios are not defined under the Indian GAAP and therefore should not
be viewed as substitutes for measures derived to calculate operational performance or profitability under Indian
GAAP. Further, these financial measures and ratios have limitations as analytical tools, and should not be
considered in isolation from, or as a substitute for, analysis of our historical performance, as reported and
presented in our Restated Financial Statements included in this Prospectus.

Certain figures contained in this Prospectus, including financial information, have been subject to rounding
adjustments. All decimals have been rounded off to two decimal points. In certain instances, (i) the sum or
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percentage change of such numbers may not conform exactly to the total figure given; and (ii) the sum of the
numbers in a column or row in certain tables may not conform exactly to the total figure given for that column or
row. However, where any figures that may have been sourced from third-party industry sources are rounded off
to other than two decimal points in their respective sources, such figures appear in this Prospectus as rounded-off
to such number of decimal points as provided in such respective sources.

Industry and Market Data

Unless stated otherwise, industry and market data used throughout this Prospectus has been derived from publicly
available sources, government publications such as the NHB Report, and certain industry sources such as the
CRISIL Report and the IMaCS Report. Industry publications generally state that the information contained in
such publications has been obtained from sources generally believed to be reliable, but their accuracy, adequacy
or completeness and underlying assumptions are not guaranteed and their reliability cannot be assured.
Accordingly, no investment decisions should be made based on such information. Although we believe that the
industry and market data used in this Prospectus is reliable, it has not been independently verified by us, the
GCBRLMs, or any of our or their respective affiliates or advisors, and none of these parties makes any
representation as to the accuracy of this information. The data used in these sources may have been reclassified
by us for the purposes of presentation. Data from these sources may also not be comparable. The extent to which
the industry and market data presented in this Prospectus is meaningful depends upon the reader’s familiarity with
and understanding of the methodologies used in compiling such data. There are no standard data gathering
methodologies in the industry in which we conduct our business and methodologies and assumptions may vary
widely among different market and industry sources.

Such data involves risks, uncertainties and numerous assumptions and is subject to change based on various
factors, including those discussed in “Risk Factors” on page 16.

Certain information in the sections titled “Summary of Industry”, “Summary of Business”, “Industry Overview”
and “Our Business” of this Prospectus have been obtained from CRISIL and IMaCS which have issued the
following disclaimers:

“CRISIL Limited has taken due care and caution in preparing this Report. Information has been obtained by
CRISIL from sources, which it considers reliable. However, CRISIL does not guarantee the accuracy, adequacy
or completeness of any information and is not responsible for any errors or omissions or for the results obtained
from the use of such information. CRISIL Limited has no financial liability whatsoever to the subscribers / users
/ transmitters / distributors of this Report. The Centre for Economic Research, CRISIL (C-CER) operates
independently of and does not have access to information obtained by CRISIL's Ratings Division, which may in
its regular operations obtain information of a confidential nature that is not available to C-CER. No part of this
Report may be published / reproduced in any form without CRISIL's prior written approval. ”

“All information contained in this document has been obtained by IMaCS from sources believed by it to be
accurate and reliable. Although reasonable care has been taken to ensure that the information herein is true, such
information is provided ‘as is’ without any warranty of any kind, and IMaCS in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. All information contained herein must be construed solely as statements of opinion, and IMaCS shall
not be liable for any losses incurred by users from any use of this document or its contents in any manner. Opinions
expressed in this document are not the opinions of our holding company, ICRA Limited (ICRA), and should not
be construed as any indication of credit rating or grading of ICRA for any instruments that have been issued or
are to be issued by any entity.”

Currency and Units of Presentation

All references to “Rupees” or “T” or “Rs.” are to Indian Rupees, the official currency of the Republic of India.
All references to “US$”, “U.S. Dollar”, “USD” or “U.S. Dollars” are to United States Dollars, the official
currency of the United States of America.

All figures have been expressed in millions. One million represents ‘10 lakhs’ or 1,000,000. However, where any
figures that may have been sourced from third-party industry sources are expressed in denominations other than
millions in their respective sources, such figures appear in this Prospectus expressed in such denominations as
provided in such respective sources.
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Exchange Rates

This Prospectus contains conversions of U.S. Dollars into Indian Rupees that have been presented solely to comply
with the requirements of the SEBI ICDR Regulations. These conversions should not be construed as a
representation that such currency amounts could have been, or can be converted into Indian Rupees, at any
particular rate, or at all.

The exchange rates of the U.S. Dollar into Indian Rupees as on June 30, 2016, March 31, 2016, March 31, 2015,
March 28, 2014, March 28, 2013 and March 30, 2012 are provided below.

(in 9
Currency Exchange rate Exchange rate Exchangerate  Excl rate Exch Exck rate
as on June 30, as on March 31, as on March as on March rate as on as on March
2016 2016 31, 2015 28,2014" March 28, 30,2012
2013™
1 USD 67.62 66.33 62.59 60.10* 54.39%* S1.16%**

Source: RBI Reference Rate, unless otherwise specified

* Exchange rate as on March 28, 2014, as RBI Reference Rate is not available for March 31, 2014, March 30, 2014 and March 29, 2014
being a public holiday, a Sunday and a Saturday, respectively.

** Exchange rate as on March 28, 2013, as RBI Reference Rate is not available for March 31, 2013, March 30, 2013 and March 29, 2013
being a Sunday, Saturday and a public holiday, respectively.

*** Exchange rate as on March 30, 2012, as RBI Reference Rate is not available for March 31, 2012 being a Saturday.
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FORWARD-LOOKING STATEMENTS

This Prospectus contains certain forward-looking statements. These forward looking statements generally can be
identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”, “intend”, “likely to”
“objective”, “plan”, “project”, “will continue”, “seek to”, “will pursue” or other words or phrases of similar
import. However, these are not the exclusive means of identifying forward-looking statements. All statements
regarding our expected financial condition and results of operations and business strategies, plans and prospects
are forward-looking statements.

These forward-looking statements contained in this Prospectus (whether made by us or any third party) involve
known and unknown risks, uncertainties, assumptions and other factors that may cause our actual results,
performance or achievements to be materially different from any future results, performance or achievements
expressed or implied by such forward looking statements or projections. Important factors that could cause our
actual results, performance or achievements to differ materially include, but are not limited to:

. Our ability to manage the growth of our business and loan portfolio or continue to grow our business and
loan portfolio at a rate similar to what we have experienced in the past;

o Our business and financial performance being adversely affected by the volatility in interest rates;

. The risk of default and non-payment by our customers;

. An increasing proportion of our loans being classified as non-performing and our current level of
provisions not being adequate to cover such increases;

. Our ability to obtain adequate funding on acceptable terms or increase in the average cost of borrowings;
and

. The increased competition in the Indian housing finance industry which may lead to a decline in average
yields and spreads.

For a further discussion of factors that could cause our actual results to differ, see “Risk Factors”, “Our Business”
and “Manag t’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 16,
124 and 243, respectively. By their nature, certain market risk disclosures are only estimates and could be
materially different from what actually occurs in the future. As a result, actual future gains, losses or impact could
materially differ from those that have been estimated, expressed or implied by such forward looking
statements. The forward-looking statements contained in this Prospectus speak only as of the date of this
Prospectus or the respective dates indicated in this Prospectus and are not a guarantee of future performance.
Although we believe that the assumptions on which such statements are based are reasonable, any such
assumptions as well as the statement based on them could prove to be inaccurate.

Neither our Company, nor the Syndicate, nor any of their respective affiliates will have any obligation to update
or otherwise revise any statements reflecting circumstances arising after the date hereof or to reflect the occurrence
of underlying events, whether as a result of new information, future events or otherwise. Our Company and the
GCBRLMs will ensure that investors in India are informed of material developments as required under applicable
Law or relevant within the context of the Issue, until the receipt of final listing and trading approvals for the Equity
Shares pursuant to the Issue.
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SECTION II - RISK FACTORS

An investment in equity shares involves a high degree of risk. You should carefully consider all the information
disclosed in this Prospectus, including the risks and uncertainties described below, before making an investment
decision in the Equity Shares. The risks described below are not the only ones relevant to us or the Equity Shares,
the housing finance industry or India. Additional risks and uncertainties not presently known to us or that we
currently deem immaterial may also impair our business, financial condition, results of operations and prospects.
In making an investment decision, prospective investors must rely on their own examination of us and the terms
of the Issue including the merits and the risks involved. If any of the risks described below or other risks that are
currently not known actually occur, our business, financial condition, results of operations and prospects could
be adversely affected, the trading price of the Equity Shares could decline, and prospective investors may lose all
or part of their investment. You should consult your tax, financial and legal advisors about the particular
consequences to you of an investment in the Equity Shares. Prospective investors should read this section in
conjunction with the other sections of this Prospectus, in particular the sections titled “Our Business”, “Industry
Overview”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Selected Statistical Information” on pages 124,94, 243 and 111, respectively, as well as the Restated Financial
Statements included in the section titled “Financial Statements”. This Prospectus contains forward-looking
statements that involve risks and uncertainties. Our actual results could differ materially from those anticipated
in these forward-looking statements as a result of certain factors, including the considerations described below
and elsewhere in this Prospectus. For further details, see “Forward-Looking Statements” on page 15.

A. INTERNAL RISKS AND RISKS ASSOCIATED WITH OUR BUSINESS

1. We may not be able to manage the growth of our business and loan portfolio effectively or continue to
grow our business and loan portfolio at a rate similar to what we have experienced in the past.

Our business and loan portfolio have grown significantly in the last few years to become the fifth largest HFC in
India by loan portfolio as of September 30, 2015 according to the IMaCS Report. Our total loan portfolio grew at
a CAGR of 61.76% from %39,696.63 million as of March 31, 2012 to ¥271,772.68 million as of March 31, 2016,
and was ¥309,006.44 million as of June 30, 2016. Our outstanding deposits (net of maturities) grew at a CAGR
of 110.41% from X3,630.66 million as of March 31, 2012 to X71,158.51 million as of March 31, 2016, and were
%74,358.98 million as of June 30, 2016. Similarly, our revenue from operations grew at a CAGR of 55.56% from
%4,610.00 million in Fiscal Year 2012 to ¥26,995.43 million in Fiscal Year 2016, and was ¥8,634.36 million in
the three months ended June 30, 2016. Our network has also expanded from 32 branches and 14 processing hubs
as of March 31, 2014 to 47 branches and 16 processing hubs as of June 30, 2016.

Our growth has placed and continues to place significant demands on our managerial, technical and operational
capabilities, our credit, financial and other internal risk controls, as well as our collections and recoveries. Our
ability to manage our growth depends on the timely and cost-effective allocation of our employees and other
resources, as well as our ability to consistently manage and improve our operations and information systems,
and maintain strict risk management standards to minimise credit risks. For example, if due to our growth we
fail to properly allocate employees and other resources and, as a result, fail to make proper assessments of credit
risks associated with new customers or new business segments, a higher percentage of our loans may become
non-performing, which would have a negative impact on the quality of our assets and our financial condition.
There can be no assurance that our current policies, frameworks and systems will adequately address these and
other risks that we face, or that new risks will not arise as a result of our growth which we have not anticipated.

Furthermore, a number of external factors beyond our control could also impact our ability to continue to grow
our business and loan portfolio, such as demand for housing loans in India, domestic economic growth, the RBI’s
monetary and regulatory policies, National Housing Bank (the “NHB”) regulations, inflation, competition and
availability of cost-effective debt and equity capital. For example, the RBI has placed a restriction on our
Promoter, PNB, from providing access to its customer accounts and related information systems. Similar
restrictions could be imposed on PNB or us in the future which could potentially limit our ability to expand our
business. In addition, our ability to grow is also dependent on the PNB brand and will be impacted if we are no
longer able to use the PNB brand and could be impacted if there is adverse publicity with respect to the PNB
brand. If one or a combination of the above-mentioned factors were to arise, we may not be able to continue to
grow our business and loan portfolio, which could have a material adverse effect on our business, financial
condition and results of operations.
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As part of our business strategy, we intend to continue to grow our business and loan portfolio by, among other
things, consolidating our position in key geographies in which we are currently active or selectively expanding
into geographies where we see potential growth for the loan products we offer and expanding into specific target
markets such as the affordable housing segment. Our ability to execute on our growth strategies will depend,
among other things, on our ability to identify key target markets correctly, diversify and differentiate our product
offering and pricing to compete effectively, and scale up and grow our network effectively. Our ability to expand
our product offering will also be limited by restrictions imposed by applicable laws. We will also need to manage
relationships with a greater numbers of customers, third-party marketing associates and service providers, lenders
and other parties as we expand. If we fail to consolidate our position in the geographies where we are currently
active, fail to identify new target markets with sufficient growth potential or the target markets that we have
identified do not provide for the growth that we had anticipated, there can be no assurance that our current rate of
growth will continue at a rate similar to what we have experienced in the past, which could have a material adverse
effect on our business, financial condition and results of operations.

2. Our business and financial performance may be adversely affected by volatility in interest rates.

As of June 30, 2016, our loans and investments constituted 93.84% and 6.16%, respectively, of our interest-
earning assets. As of that date, our borrowings constituted 86.63% of our total liabilities. One of the measures
through which we analyse our financial performance is net interest income, or “NII”, which represents our total
interest income less total interest expense (including brokerage on deposits, but excluding loan origination costs).
Our NII was 217.86% of our profit after tax in the three months ended June 30, 2016. Another measure of our
financial performance is our net interest margin, or “NIM”, which for any given period represents the ratio of NII
to the average of interest-earning assets.

We are particularly vulnerable to volatility and mismatch in generally prevailing interest rates, especially if the
changes are sudden or sharp. An increase in interest rates applicable to our borrowings, without a corresponding
increase in interest rates we charge on our loans to our customers or that we receive on our investments, will result
in a decline in NII and NIM. While any reduction in interest rates at which we borrow may be passed on to our
customers, we may not have the same flexibility in passing on any increase in interest rates to our customers who
have availed loans on fixed interest rates. As of June 30, 2016, 12.63% and 87.37% of our loan portfolio were
fixed and variable interest rate loans, respectively. Competition pressures may also require us to reduce the interest
rates at which we lend to our customers without a proportionate reduction in interest rates at which we borrow.
Furthermore, certain of our customers may prepay their loans to take advantage of a declining interest rate
environment. Similarly, an increase in interest rates could result in our customers, particularly those with variable
interest rate loans, prepaying their loans if less expensive loans are available from other sources. Further, we are
prohibited from charging pre-payment penalties on loans with variable interest rates. Our inability to retain
customers as a result of changing interest rates may adversely impact our earnings in future periods and as a
consequence have a material adverse effect on our business, financial condition and results of operations.

The interest rates we pay on our borrowings and the interest rates we charge on our loans are highly sensitive to
a number of factors, many of which are beyond our control, including international economic and political
conditions, India’s GDP growth, inflation, the RBI’s monetary policies, the applicable regulations prescribed by
the NHB and competition in the housing finance industry. Volatility and changes in interest rates could affect the
interest rates we charge on our loans in a manner different from the interest rates we pay on our borrowings
because of the different maturity periods applicable to our loans and borrowings and also because liabilities
generally re-price faster than assets. An increase in general interest rates in the economy could also reduce the
overall demand for housing finance and impact our growth. In a declining interest rate environment, especially if
the decline is sudden or sharp, we could be adversely affected by the decline in the market value of our fixed
income securities and reduce our earnings from treasury operations. Declining interest rates also result in a higher
component of principal being repaid in every EMI, resulting in reduced growth of our loan portfolio despite robust
new disbursements showing lower loan portfolio growth rates overall. There can be no assurance that we will be
able to adequately manage our interest rate risk in the future, which could have an adverse effect on our NII and
NIM, which could in turn have a material adverse effect on our business, financial condition and results of
operations.
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3. We face liquidity risks as a result of maturity and interest rate mismatches between our assets and
liabilities.

We meet a significant portion of our funding requirements through short and medium-term borrowings from
sources such as deposits, term loans or overdraft facilities from bank and financial institutions, issuance of non-
convertible debentures (“NCDs”) and other debt instruments and commercial paper. However, a significant
portion of our assets (such as loans to our customers) have maturities with longer terms than our borrowings. We
may face potential liquidity risks as a result of maturity and interest rate mismatches between our assets and
liabilities. As of June 30, 2016, we had negative liquidity gaps for certain short-term maturity periods up to one
year and for maturity periods between three and five years. For further details, see “Selected Statistical
Information—Asset-Liability Gap Management” on page 120. As of June 30, 2016, a substantial portion of our
loans had an average tenure exceeding one year. There can be no assurance that a substantial number of our
customers will roll over their deposits with us upon maturity, and we may be required to pay higher interest rates
in order to attract or retain further deposits. Moreover, raising long-term borrowings in India has historically been
challenging. In addition, our ability to borrow is dependent on our credit ratings, which may be impacted in the
event that we are no longer a subsidiary of PNB or otherwise, as we will no longer be a “Government Company”
and this may adversely affect our business and operations. Our inability to obtain additional credit facilities or
renew our existing credit facilities for matching tenure of our liabilities in a timely and cost-effective manner or
at all, may adversely affect our liquidity position. Furthermore, the long average tenure of our loans may expose
us to risks arising out of economic cycles and our exposure to liquidity risk may increase as a result of an increase
in delinquency rates on our loans or the risk of being unable to liquidate a position in a timely manner at a
reasonable price, which may in turn have a material adverse effect on our business, financial condition and results
of operations.

4. We face the risk of default and non-payment by our customers, in particular self-employed customers.

We are exposed to the risk of default and non-payment by our customers, and a number of external factors which
are not within our control could result in non-payment by our customers. These factors include developments in
the Indian economy and the real estate market, movements in global markets, changes in interest rates and changes
in regulations. Any negative trends or financial difficulties affecting our customers could increase the risk of their
default.

As of June 30, 2016, housing loans to self-employed customers constituted 23.38% of our total loan portfolio.
Self-employed customers are often considered to be higher credit risk customers due to their potential to be more
exposed to fluctuations in cash flows from income and their increased exposure to adverse economic conditions
generally (Source: CRISIL Report). To the extent we are not able to successfully manage the risks associated with
lending to these customers, it may become difficult for us to make recoveries on these loans. In addition, we may
experience higher delinquency rates due to prolonged adverse economic conditions or a sharp increase in interest
rates. An increase in delinquency rates could result in a reduction in our interest income and as a result, lower
revenue from our operations, while increasing costs as a result of the increased expenses required to service and
collect delinquent loans.

We classify non-performing assets (“NPAs”) in accordance with the Housing Finance Companies (National
Housing Bank) Directions, 2010, as amended (the “NHB Directions”). Defaults by our customers for a period of
more than 90 days result in such loans being classified as “non-performing”. If we are unable to implement credit
appraisal, portfolio monitoring and recovery processes and the related deterioration in the credit quality of our
loan portfolio, the proportion of NPAs in our loan portfolio could increase, which may, in turn, have a material
adverse effect on our business, financial condition and results of operations. See also “— We are exposed to risks
associated with the refinancing of variable interest rate loans, as well as risks that may arise if refinancing is
not available for customers with variable interest rate loans.” on page 26.

5. As our loan portfolio grows, an increasing proportion of our loans could be classified as non-
performing and the current level of our provisions may not adequately cover any such increases.

Our total loan portfolio has grown rapidly in the last few years, and we anticipate that the size of our loan portfolio
will continue to grow in the future as we pursue our expansion strategy. As our loan portfolio has grown, our gross
NPAs have also increased and were 835.78 million, ¥598.08 million, X341.40 million and ¥337.20 million as of
June 30, 2016 and as of March 31, 2016, 2015 and 2014, respectively, but were 0.27%, 0.22%, 0.20% and 0.32%,
respectively, as a percentage of our total loan portfolio as of those dates. One of the effects of our recent growth
is that a significant portion of our loan portfolio is relatively new. As of June 30, 2016, approximately 76.00% of
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our total loan portfolio had a tenure of less than 24 months since the first disbursement. We believe that the risk
of delinquency in housing loans typically emerges 24 to 36 months from disbursement. As a result, there can be
no assurance that there will not be a significant increase in the proportion of our loans that are classified as NPAs
as our loan portfolio matures. Further, negative trends or financial difficulties could unexpectedly increase
delinquency rates and we could also reach a point in the future where we may not be able to expand our portfolio
at high growth rates without allowing the overall credit quality of our loans to deteriorate.

‘We make provisions for standard assets as well as NPAs in accordance with the prudential norms prescribed by
the NHB under the NHB Directions. However, these provisioning requirements may require us to reserve lower
amounts than the provisioning requirements applicable to banks and financial institutions in other countries. The
provisioning requirements may also require the exercise of subjective judgment of management, which could also
change over time. Further, more stringent provisioning norms for HFCs may be introduced by the NHB in the
future. As of June 30, 2016 and as of March 31, 2016, 2015 and 2014, our provisioning coverage ratio (i.e., the
proportion of gross NPAs for which provisions had been made), was 30.77%, 36.25%, 66.82% and 51.47%,
respectively, and our net NPAs, as a percentage of our total loan portfolio, were 0.19%, 0.14%, 0.07% and 0.15%,
respectively. For further details, see “Selected Statistical Infor i Credit Quality” on page 121. There can
be no assurance that our NPAs will continue to stay at their current level, or that the percentage of NPAs that we
will be able to recover will be similar to our past experience of recoveries of NPAs. If there is any decrease in the
value of the underlying collateral or deterioration in the quality of our security or further ageing of our NPAs, the
resultant deterioration in our provisioning coverage ratio may require us to increase our provisions, which could
result in a material adverse effect on our financial performance as well as our ability to raise additional capital
and debt funds on favourable terms.

6. We and our Promoter are involved in certain legal proceedings and any adverse outcome in these or
other proceedings may have a material adverse effect on our reputation, business, financial condition
and results of operations.

We and our Promoter are involved in various legal proceedings in the ordinary course of our business such as
consumer disputes, criminal proceedings, debt-recovery proceedings, proceedings under the SARFAESI Act,
income tax proceedings and civil disputes. In addition, the Chairman of our Board has been named in two criminal
proceedings.

These proceedings are pending at different stages of adjudication before various courts, tribunals and appellate
tribunals. A significant degree of judgment is required to assess our exposure in these proceedings and determine
the appropriate level of provisions, if any. There can be no assurance on the outcome of the legal proceedings or
that the provisions we make will be adequate to cover all losses we may incur in such proceedings, or that our
actual liability will be as reflected in any provision that we have made in connection with any such legal
proceedings.

The tables below summarise the legal proceedings we are involved in. The amounts involved in these proceedings
have been summarised to the extent ascertainable and quantifiable and include amounts claimed jointly and
severally from us and other parties.

Summary of Outstanding Litigation

Litigation against our Company

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(% in million)
1. Direct tax 15 432.66
2. Indirect tax Nil Nil
3 Criminal proceedings 95 Nil
S. Action by regulatory/statutory authorities Nil Nil
6. Other litigation* 7 336.60

*Qther litigation involving our Company would mean such pending matter (except litigations which are criminal in nature, direct
and indirect tax cases and/or by actions by regulatory or statutory authority) is in excess of 1.00% of our Company’s profit after
tax for Fiscal Year 2016, amounting to ¥32.75 million.
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Litigation by our Company

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(2 in million)
1 Direct tax Nil Nil
2. Indirect tax Nil Nil
3 Criminal proceedings 217 136.30
4. Other litigation* 5 280.48

* Other litigation involving our Company would mean such pending matter (except litigations which are criminal in nature, direct and
indirect tax cases and/or by actions by regulatory or statutory authority) is in excess of 1.00% of our Company'’s profit after tax for
Fiscal Year 2016, amounting to €32.75 million.

Litigation against our Directors

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(Z in million)
1 Direct tax Nil Nil
2. Indirect tax Nil Nil
3 Criminal proceedings 4 Nil
4. Action by regulatory/statutory authorities Nil Nil
5. Other litigation* Nil Nil

* Other litigation involving our Director would mean an such pending matter (except litigations which are criminal in nature, direct
and indirect tax cases and/or by actions by regulatory or statutory authority) is in excess of 1.00% of our Company’s profit after tax
for Fiscal Year 2016, amounting to 32.75 million.

Litigation by our Directors

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(% in million)
1. Direct tax Nil Nil
2. Indirect tax Nil Nil
3 Criminal proceedings Nil Nil
4. Other litigation* Nil Nil

* Other litigation involving our Directors would mean an such pending matter (except litigations which are criminal in nature, direct
and indirect tax cases and/or by actions by regulatory or statutory authority) is in excess of 1.00% of our Company’s profit after tax
for Fiscal Year 2016, amounting to 32.75 million.

Litigation by our Promoter

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(Z in million)
1. Direct tax Nil Nil
2. Indirect tax Nil Nil
3 Criminal proceedings 1 Nil
4. Other litigation* Nil Nil

*QOther Litigation involving our Promoter (except litigations which are criminal in nature, direct and indirect tax cases and/or by
actions by regulatory or statutory authority) is considered ‘material’ if it is material as per the materiality policy approved by the board
of directors of our Promoter.

Litigation against our Promoter

S. No. Nature of litigation No. of cases Aggregate/approximate
outstanding amount involved
( in million)
1. Direct tax 6 10,863.50
2. Indirect tax Nil Nil
3 Criminal proceedings Nil Nil
4. Action by regulatory/statutory authorities 13 Nil
(Action taken by SEBI)
S. Other litigation* Nil Nil
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* Other Litigation involving our Promoter (except litigations which are criminal in nature, direct and indirect tax cases and/or by
actions by regulatory or statutory authority) is considered ‘material’ if it is material as per the materiality policy approved by the board
of directors of our Promoter.

Litigation against our Group Companies

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(Z in million)
1. Direct tax 11 927.33
2. Indirect tax 1 3.03
3 Criminal proceedings 1 Nil
5. Action by regulatory/statutory authorities Nil Nil
6. Other litigation*,@ 1 74.94

*Other litigation involving our Group Companies (other than PNB Gilts) (except litigations which are criminal in nature, direct and
indirect tax cases and/or by actions by regulatory or statutory authority) is considered ‘material” if the monetary amount of claim by
or against the entity or person in any such pending matter is in excess of 10.00% of the respective Group Company (other than PNB
Gilts)’s profit after tax for Fiscal 2016.

@ Other litigation involving PNB Gilts, (except litigations which are criminal in nature, direct and indirect tax cases and/or by actions
by regulatory or statutory authority) is considered ‘material’ if it is material as per the materiality policy approved by the board of
directors of PNB Gilts.

Litigation by our Group Companies

S. No. Nature of litigation No. of cases Aggregate/approximate amount
outstanding involved
(% in million)
1. Direct tax Nil Nil
2. Indirect tax Nil Nil
3 Criminal proceedings Nil Nil
5. Action by regulatory/statutory authorities Nil Nil
6. Other litigation*,@ Nil Nil

*Qther litigation involving our Group Companies (other than PNB Gilts) (except litigations which are criminal in nature, direct and
indirect tax cases and/or by actions by regulatory or statutory authority) is considered ‘material” if the monetary amount of claim by
or against the entity or person in any such pending matter is in excess of 10.00% of the respective Group Company (other than PNB
Gilts)'s profit after tax for Fiscal 2016.

@Other litigation involving PNB Gilts, (except criminal proceedings, statutory or regulatory actions and taxation matters) is considered
‘material " if it is material as per the materiality policy approved by the board of directors of PNB Gilts.

Although we intend to defend or appeal these proceedings, we will be required to devote management and
financial resources in their defence or prosecution. There can be no assurance that a significant portion of these
disputes will not be determined against us or that we will not be required to pay all or a portion of the disputed
amounts or that we will be able to recover amounts for which we have filed recovery proceedings. In addition,
even if we are successful in defending such cases, we will be subject to legal and other costs relating to defending
such litigation, and such costs may be substantial. Further, we cannot assure you that similar proceedings will not
be initiated in the future. If any of these adverse consequences occur, it could result in a material adverse effect
on our reputation, business, financial condition and results of operations. For further details, see “Outstanding
Litigation and Other Material Developments” on page 284.

7. We have not disclosed details of all actions initiated and penalties imp 1 on our Pr , PNB, by

the relevant statutory and regulatory authorities, whlch may have been initiated or lmpased in the
ordinary course of business.

Our Promoter, PNB is a nationalised bank which has a large operational network which includes approximately
6,759 branches, as of March 31, 2016 (as per its annual report for the Fiscal Year 2016), across India. In the
normal course of business certain statutory and regulatory authorities have initiated actions and imposed penalties
on PNB and its various branches situated across India. Certain of these actions initiated by the statutory or
regulatory authorities, relating to certain branch offices of PNB are typically dealt with in a decentralised manner
at the branch level, which PNB believes does not have a material impact on its financial condition. Therefore, in
this Prospectus, we have disclosed the following details with respect to the cumulative amount of penalties
imposed on PNB by the RBI, the banking ombudsman and the various tax authorities for Fiscal Years 2014, 2015
and 2016.

(a)  The cumulative amount of penalties imposed on PNB by the RBI for the Fiscal Years 2014, 2015 and 2016
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is ¥ 3.43 million.

(b)  The cumulative amount of penalties imposed on PNB by the banking ombudsman for Fiscal Years 2014,
2015 and 2016 is T 1.09 million.

(¢)  The cumulative amount of penalties imposed on PNB by the various tax authorities for Fiscal Years 2014,
2015 and 2016 is ¥ 4.97 million.

For further details, please refer to “Qutstanding Litigation and Other Material Developments” on page 284.

While we have made the aforementioned disclosures, we cannot assure you that we have disclosed all actions
initiated or penalties imposed by the relevant statutory and regulatory authorities relating to PNB, which may have
been initiated or imposed in the normal course of its business.

8. Our inability to obtain adequate funding on acceptable terms or increases in our average cost of
borrowings could result in a material adverse effect on our liquidity, business growth and financial
performance.

Our continued business growth, liquidity and profitability will depend on our ability to obtain adequate funding
on acceptable terms from relatively stable and cost-effective sources of funds, which in turn depends on our
financial performance, capital adequacy levels, credit ratings and relationships with lenders. Our cost of
borrowings is particularly sensitive to interest rate fluctuations which exposes us to the risk of reduction in spreads,
which is the difference between the interest income that we earn on our loans as well as our investments and our
finance cost, on account of volatility in interest rates. In addition, spreads for secured lending business segments,
such as mortgages, are higher compared to unsecured lending segments, or even certain other secured lending
segments. See “—OQur business and financial performance may be adversely affected by volatility in interest
rates.” on page 17. We are also frequently required to renew our financing arrangements. There can be no
assurance that we will be able to refinance any of our debt on commercially reasonable terms, or at all.

Our ability to raise debt to meet our funding requirements is also restricted by the limits prescribed under
applicable regulations. The NHB Directions currently permit HFCs to borrow up to 16 times their net owned
funds (“NOF”). As of June 30, 2016, we had total borrowings of ¥300,459.47 million, or approximately 15.38
times our NOF (%19,535.81 million).

As of June 30, 2016, our sources of funds comprised term loans from banks and financial institutions, NCDs,
deposits, external commercial borrowings (“ECBs”), commercial paper, NHB refinancing and unsecured,
subordinated debt. Lower cost of borrowings enables us to competitively price our loan products. We plan to
continue to meet our requirement for diverse and cost-effective funding sources by continuing to rely on
borrowings from less costly sources such as deposits, issuance of NCDs and other debt instruments, ECBs,
refinance from the NHB and commercial paper and by reducing our dependence on more costly term loans from
banks and financial institutions. Our access to such low-cost sources of funds is subject to certain risks. For further
details, see “—We may not be able to sustain the growth in our deposits or access other lower-cost sources of
Sfunds as frequently as we expect.” on page 30.

There can be no assurance that our business will generate sufficient cash to enable us to service our existing debt
or to fund our other liquidity needs. Our ability to borrow funds and refinance existing debt may also be affected
by a variety of factors, including liquidity in the credit markets, the strength of the lenders from which we borrow,
the amount of eligible collateral and accounting changes that may impact calculations of covenants in our
financing agreements. An event of default, a significant negative ratings action by a rating agency, an adverse
action by a regulatory authority or a general deterioration in prevailing economic conditions that constricts the
availability of credit may increase our cost of borrowings and make it difficult for us to access financing in a cost-
effective manner. If we are unable to obtain adequate funding from these sources on acceptable terms as and when
we require or renew or replace existing financings as they expire for any of the foregoing reasons, it could limit
our growth, liquidity and profitability, which could result in a material adverse effect on our liquidity, business,
financial condition and results of operations. Also see “—Any further downgrade in our credit ratings may
increase interest rates for refinancing our borrowings, which would increase our cost of borrowings, and
adversely affect our ability to borrow on a competitive basis.” on page 31.

22



9. The Indian h ing finance industry is highly competitive and increased competition may lead to a
relative decline in average yields and spreads.

As a provider of housing finance in India, we face increasing competition from other HFCs, non-banking finance
companies (“NBFCs”) and commercial banks, which have focused on growing their retail housing loan portfolios
in recent years, particularly with the decline in lending to corporates that occurred in India over the last few years.
(Source: CRISIL Report and IMaCS Report.) Competition in this market segment has also increased as a result of
interest rate deregulation and other liberalisation measures affecting the housing finance industry in India. In
addition, there has been increased demand for housing finance as a result of the increased affordability of interest
rates, higher incomes and increased financial incentives for customers. Customers also have increased
accessibility to housing finance products and services due to technological advances and heightened e-commerce
activities, which has also facilitated increases in demand for housing loans and competition to meet that demand.
Furthermore, certain NBFCs and commercial banks may have access to a much wider branch and distribution
network than us, enabling them to market their products and services to more customers. This competition is likely
to intensify further as a result of regulatory changes and liberalisation. For instance, in an effort to increase the
provision of housing finance in India, the NHB recently granted licenses to six entities to act as an HFC in India,
increasing the number of HFCs registered with the NHB to 78 as of September 30, 2016. The NHB is likely to
continue to grant further HFC registration licenses in the near future.

As aresult of this increased competition in the housing finance industry, housing loans are becoming increasingly
standardised and terms such as variable (or floating) rate interest options, lower processing fees and monthly reset
periods are becoming increasingly common in the Indian housing finance industry. Furthermore, the spread
between the lowest and the highest rate of interest on housing loans offered by various lenders continues to reduce.
In addition, several of our competitors are increasingly relying on teaser loans (i.e., loans with a low fixed interest
rate for the first two or three years after disbursement, after which higher fixed or floating interest rates apply),
balance transfer loans (i.e., refinancing of a loan by transferring it to a new lender) and flexipay schemes (i.e.,
loans which allow a moratorium on EMIs for a fixed period from disbursement) to attract new customers. There
can be no assurance that we will be able to react effectively to these or other market developments or compete
effectively with new and existing players in the increasingly competitive housing finance industry. Further, certain
of our competitors are much larger than us in terms of their loan portfolio and their physical infrastructure, such
as their branch network. This may make it easier for these competitors to expand and to achieve economies of
scale to a greater extent. In addition, these competitors are able to rely on the reach of the retail presence of their
affiliated group companies and banks, whereas the RBI has restricted us and our Promoter from sharing online
access to customer accounts maintained by our Promoter and has directed us and our Promoter to maintain an
“arm’s length” distance in relation to business parameters and transactions.

We generally compete with our competitors on the basis of range of product offerings, interest rates and fees as
well as customer service. We may find it difficult to compete with our competitors, such as banks, who may have
access to lower cost funds and who may be better equipped to protect themselves against any sudden or
unfavourable fluctuations in interest rates. In particular, our ability to compete effectively with commercial banks
and others in the housing finance market will also depend in part on our ability to raise low-cost funding in the
future. The RBI has reduced the policy repo rate by 125 basis points since January 16, 2015, which has further
lowered the cost of borrowings for commercial banks and NBFCs. In order to compete with these banks and
NBFCs, we may need to reduce the price at which we lend to our customers, which may result in a relative decline
in average yields and spreads for us. In addition, the NIMs on housing loans are generally lower for us in
comparison to banks and NBFCs. Our inability to compete effectively with other participants in the housing
finance industry, as a result of any or a combination of the aforementioned factors, could have a material adverse
effect on our business, financial condition and results of operations.

10. We have had high cost to income ratios and we may not be able to successfully grow our loan portfolio
to derive economies of scale.

We use a variety of financial indicators and ratios to measure and analyze our performance. One of the key ratios
we use to measure our performance is the cost to income ratio, which we measure as the ratio of total operating
expenses (including employee expenses, office operating expenses, other expenses (excluding loan origination
costs), depreciation and amortisation expense) to our gross income (revenue from operations less finance cost and
loan origination cost). Our ability to improve our profitability depends on our efforts to continue to grow our loan
portfolio and expand our operations, while at the same time reducing our costs. High cost to income ratios could
adversely affect our margins, return on average assets and profitability.
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In recent years, we have made a number of investments in connection with our business process transformation
and re-engineering (“BPR”) programme, which has included investments in the development of a scalable
operating model, an integrated information technology platform, our centralised and standardised back-end
processes, the hiring of experienced personnel and subject matter experts, increases in salaries and other benefits
for our employees, the refurbishment of all our offices, and the repositioning of our “PNB Housing” brand. We
believe that these investments resulted in an increase in our cost to income ratio in Fiscal Years 2014 and 2015 to
30.14% and 31.39%, respectively, which in turn resulted in a decrease in our return on average assets from 1.35%
in Fiscal Year 2014 to 1.27% in Fiscal Year 2015. In Fiscal Year 2016 and in the three months ended June 30,
2016, our cost to income ratio was 25.69% and 25.03%, respectively, and our return on average assets was 1.35%
and 1.19% (on an annualised basis), respectively. As we continue to expand our business and operations consistent
with our growth strategy, our operating expenses could increase again in the future, primarily on account of
increased expenditure on advertising (which are included within other expenses in our financial statements) and
other activities related to marketing and distribution of our loan products. In addition, our strategy of growing our
business entails the decentralisation of certain functions, which could result in a higher cost structure compared
to models which have complete centralisation of those functions or activities.

In order to reduce our cost to income ratio and to efficiently utilise our available resources in the future, we will
need to derive economies of scale and other efficiencies by continuing to grow our loan portfolio significantly.
We intend to continue to implement our strategies for the growth of our business in order to become more
competitive and reduce the ratio of operating expenses to our loan portfolio. We may also be required to update
or improve our operational systems and procedures and strengthen our internal controls in order to continue to
grow our business. However, there can be no assurance that we will be do so successfully or in a manner beneficial
to our future operations. Our business could also be adversely affected by factors outside of our control such as
decline in GDP growth or increase in real estate prices, changes in regulatory policies, decline in customer demand
for loans, inflation and changes in interest rates, which could increase our operating expenses and adversely affect
our ability to grow our business. The growth in our loan portfolio and implementation of our growth strategies
required in order to reduce the ratio of operating expenses to our loan portfolio may also place significant demands
on our management, financial and other resources. Our inability to successfully grow our loan portfolio and
implement our growth strategies could therefore result in an increase in our cost to income ratio, which may result
in lower margins and returns on our average assets, which may in turn have a material adverse effect on our
business, prospects, financial condition and results of operations.

11.  Our business and operations significantly depend on our parent and Promoter, PNB. Following the
Issue, we will cease to be a subsidiary of PNB and we may not be able to enjoy the benefits we received
from being a subsidiary of PNB that we have enjoyed in the past.

As of the date of this Prospectus, we are a subsidiary of Punjab National Bank (“PNB”), which is one of the largest
nationalised banks in India and owns 51.00% of our issued share capital. Since PNB is currently an entity
controlled by the Government of India, we are also controlled by the Government and considered a “Government
Company” under the Companies Act. We also rely on PNB, our Promoter, for the following:

e debt capital in the form of long-term loan facilities and an overdraft facility that we utilise as part of our
efforts to maintain sufficient liquidity in order to meet any short-term or immediate funding requirements;

e as counterparty to a transaction pursuant to which we assigned certain loans amounting to ¥5,000.00 million
to PNB;

e the right to use the name, brand and trademark “PNB” and the associated logo; and

e lease rights to certain premises.

We believe that the support we received from PNB in the past has contributed to us raising debt capital on
favourable terms. Our relationship with PNB has also assisted us in the branding and marketing of our products
and customer retention. See “—We use the brand “PNB” of our Pr ter, Punjab National Bank and are
exposed to the risk that the “PNB” brand may be affected by events beyond our control and that PNB may
prevent us from using it in the event its shareholding falls below 30.00%.” on page 25. However, our parent and
Promoter, PNB, has recently been adversely impacted by rising NPAs, which has resulted in a downgrade of
certain of our credit ratings and could have a negative impact on the PNB brand, and in turn on our business and
operations, in the future. See “—Any further downgrade in our credit ratings may increase interest rates for
refinancing our borrowings, which would increase our cost of borrowings, and adversely affect our ability to
borrow on a competitive basis.” on page 31.

Following the Issue, it is expected that PNB’s shareholding will reduce to approximately 38.00-39.00% of our
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issued share capital, and we will cease being a subsidiary of PNB, and therefore, a Government Company.

In this regard, the Ministry of Finance, Department of Financial Services has issued a notification dated June 14,
2016 (the “Exemption Notification”) relating to the applicability of Section 19(2) of the Banking Regulation Act
to our Promoter's shareholding in our Company upon completion of the Issue. Further, by a corrigendum dated
September 1, 2016 with respect to the Exemption Notification, the Ministry of Finance, Department of Financial
Services has clarified that provision of Section 19(2) of the Banking Regulation Act shall not apply to our
Promoter, PNB in so far as it relates to PNB’s sharcholding exceeding 30% of the equity share capital of our
Company.

As a result of PNB’s reduced shareholding in us, we may not be able to enjoy the benefits we received from being
a subsidiary of PNB that we have enjoyed in the past. For example, the terms of our various financing agreements
require PNB to be our single largest sharcholder and, subject to certain conditions and depending on the lender,
own at least 26.00% or 33.00% of our post-Issue equity share capital until the relevant loan remains outstanding.
We have in the past securitised certain loans in favour of PNB. However, there can be no assurance that PNB will
enter into similar transactions with us in the future. Further, our ability to borrow from banks and financial
institutions on favourable terms or access certain other sources of funding such as NCDs may be limited if PNB
ceases to be our single largest shareholder. There can be no assurance that PNB and other PNB Group Companies
will continue to provide us with the same degree of support in the future. Any further dilution in PNB’s
shareholding in our Company or other reduction in our relationship with PNB could result in a material adverse
effect on our reputation, operations, business, financial condition and results of operations.

12. We use the brand “PNB” of our Promoter, PNB and are exposed to the risk that the “PNB” brand may
be affected by events beyond our control and that PNB may prevent us from using it in the event its
shareholding falls below 30.00%.

The name, brand and trademark “PNB” and the associated logo is owned by, and is registered in favor of, our
Promoter, PNB. Pursuant to an agreement dated December 7, 2009 (the “License Agreement”), PNB granted us
the royalty-free, non-exclusive right to use the name, brand and trademark “PNB” and the associated logo in the
ordinary course of our business and in our corporate name. Since August 2014, we adopted our own logo;
however, we continue to rely on our Promoter’s “PNB” brand. There can be no assurance that our Promoter’s
“PNB” brand, which we believe is a well-recognised brand in India due to its long presence in the Indian market
and the financial services businesses in which PNB and its subsidiaries operate, will not be adversely affected in
the future by events or actions that are beyond our control, including customer complaints, developments in other
businesses that use this brand or adverse publicity from any other source. Any damage to this brand name, if not
immediately and sufficiently remedied, could have an adverse effect on our business, financial condition and
results of operations.

Furthermore, under the terms of the License Agreement, PNB will have the right to terminate the license if its
shareholding in our Company falls below 30.00% of our outstanding Equity Share capital. There can be no
assurance that PNB will not exercise its right to terminate the license under the terms of the License Agreement
in the event its shareholding falls below 30.00%. If PNB were to exercise this right, we would be required to
change our name and brand, which could require us to expend significant resources to establish new branding and
name recognition in the market as well as undertake efforts to rebrand our branches and our digital presence,
which could result in a material adverse effect on our reputation, business, financial condition and results of
operations.

13. We may face conflicts of interest relating to our Promoter and key shareholder, PNB.

Our Promoter and key shareholder, PNB, is one of the leading commercial banks in India and is engaged in several
financial services, including housing and non-housing loans and deposit products. PNB has access to a wider
customer network than us, along with better access to low cost funding. We also use the name, brand and
trademark of PNB and we rely on PNB for leasing rights to certain premises, including our Registered and
Corporate Office. Certain other PNB Group Companies are also largely engaged in a range of financial services,
including asset management, life and other insurance and mutual funds. We have no agreements with PNB or any
other PNB Group Companies that restrict us or them from offering similar products and services. As a result, our
relationship with PNB may cause certain conflicts of interest, particularly with respect to distribution of housing
and non-housing loans and deposit products as PNB continues to distribute these products and we may compete
with PNB on the basis of range of product offerings, interest rates and fees as well as customer service, particularly
in the retail housing market. We may also compete with PNB for capital and other low-cost sources of funding as
well as for the services of third party service providers, including for direct marketing associates (“DMAs”) and
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deposit brokers. There can be no assurance that we will be able to successfully compete with PNB. Further, our
relationship with PNB may effectively prevent us from taking advantage of certain business opportunities, such
as by selecting itself or another PNB Group Company to pursue certain business opportunities or strategies instead
of us. If PNB continues to offer and distribute its products in the businesses that we are currently engaged in or if
we forego certain business opportunities because of our relationship with PNB, it could result in a material adverse
effect on our reputation, business, financial condition and results of operations.

14.  We are exposed to risks associated with the refinancing of variable interest rate loans, as well as risks
that may arise if refi ing is not available for 's with variable interest rate loans.

We offer our customers the option to choose between a fixed interest rate, a variable interest rate, or a combination
of fixed and variable interest rates in order to give them the flexibility to hedge against unexpected interest rate
movements. Variable interest rate loans are linked to our reference rate, PNBHFLR, which as of June 30, 2016,
was 14.35%. Based on market conditions, we price our loans at either a discount or a premium to our reference
rate, which is determined primarily on the basis of our cost of borrowings, which in turn is determined by a number
of factors, many of which are beyond our control, including the RBI’s monetary policies, the applicable
regulations prescribed by the NHB, inflation, competition and the prevailing domestic and international economic
conditions. As of June 30, 2016, 49.84% of our liabilities were variable rate borrowings and variable interest rate
loans constituted 87.37% of our total loan portfolio.

Customers with variable interest rates or teaser rates on their loans are exposed to increased equated monthly
instalments (“EMIs”) when the loans’ interest rate adjusts upward from an initial fixed rate, as applicable, to the
rate computed in accordance with the applicable index and margin. Such customers typically seek to refinance
their loans through balance transfer refinancing loans to avoid increased EMIs that may result from an upwards
adjustment of the loans” interest rate. While refinancing of loans by other lenders could in certain circumstances
be beneficial for our customers, it results in a loss of interest income expected from the loans over the course of
their tenure. In addition, all housing finance providers in India are prohibited from charging pre-payment penalties
on loans with variable interest rates, which has led to a high incidence of balance transfer refinancing loans, which
results in a high turnover of loan assets between lenders, causing lenders to incur increased origination costs. For
further details, see “Key Regulations and Policies in India—Guidelines for pre-payment levies and pre-closure
penalties” on page 160. Our loan origination costs, including any commission paid to our third party distribution
channel partners, are amortised over the tenure of the loans. Failure to recover pre-payment charges due to the
short lifespan of the loan may lead to higher expenses on account of the unrecoverable cost of loan acquisition,
which in turn could have an adverse effect on our financial performance and profitability. In addition, increased
difficulties for customers in refinancing an existing housing loan may also adversely affect our balance transfer
loan originations. As competition in the housing finance sector intensifies, certain of our customers with variable
interest rate loans may not be able to find balance transfer refinancing loans at comparably lower interest rates or
other financing alternatives. As a result, they may be exposed to the risks associated with significant increases in
EMIs, which may lead to increased delinquency or default rates in an increased operating expenses and interest
expenses for us. Increased delinquency rates may also result in deterioration in credit quality of our loan portfolio.
Occurrence of any of these risks could result in a material adverse effect on our business, financial condition and
results of operations.

15.  Our inability to maintain our capital adequacy ratio or statutory liquidity ratio could restrict the growth
of our business, and there can be no assurance that we will be able to access the capital markets when
necessary in order to maintain these ratios.

The NHB Directions currently require HFCs to comply with a capital to risk (weighted) assets ratio, or capital
adequacy ratio (“CRAR?), consisting of Tier I and Tier II capital. Under these requirements, an HFC’s Tier I and
Tier II capital may not be less than 12.00% of the sum of the HFC’s risk-weighted assets and the risk adjusted
value of off-balance sheet items, as applicable. At a minimum, Tier I capital may not be less than 6.00% of risk
weighted assets. Further, the NHB Directions require that the Tier II capital may not exceed the Tier I capital.
CRAR is used to measure an HFC’s capital strength and to promote the stability and efficiency of the housing
finance system. For further details, see “Key Regulations and Policies in India—The Housing Finance
Companies (National Housing Bank) Directions, 2010—Capital Adequacy” on page 159. As of June 30, 2016,
our CRAR was 13.04%, with Tier I and Tier II capital comprising 8.40% and 4.64%, respectively, of risk weighted
assets as of that date. If we continue to grow our loan portfolio, we may be required to raise additional Tier I and
Tier II capital in order to continue to meet the applicable CRAR requirements. We compete with other HFCs to
attract capital and there can be no assurance that we will be able to raise adequate additional capital in the future
on favourable terms, in a timely manner, or at all. Our ability to support and grow our business could be limited
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by a declining CRAR if we are unable to or have difficulty in accessing the capital markets to raise adequate
additional capital.

Similarly, pursuant to the NHB Directions, HFCs accepting deposits are currently required to comply with a
statutory liquidity ratio (“SLR”), or a minimum percentage of their deposits that they are required to maintain in
the form of approved investments, of 12.50%. Under these requirements, 6.50% of their deposits must be held in
approved unencumbered securities and the additional 6.00% of their deposits may be held in either approved
unencumbered securities or fixed deposits. As of June 30, 2016, we had invested 8,943.75 million in approved
securities comprising, among others, government securities and government guaranteed bonds, which represented
all of our SLR investments as of that date. However, there can be no assurance that we will be able to maintain
our SLR within these limits in the future. There can be no assurance that the NHB will not increase its current
CRAR or SLR requirements, which may require us to raise additional capital in the form of approved investments.
Our inability to raise sufficient capital when necessary or on terms favourable to us to meet these requirements
could have a material adverse effect on our growth, and as a result, our business, financial condition and results
of operations.

16. We are exposed to risks related to concentration of loans to certain real estate developers and risks
associated with construction finance loans.

We calculate customer exposure as required under the NHB Directions and monitor the concentration of our
exposure levels to customers. As of June 30, 2016, our 20 largest performing loans accounted for ¥31,963.21
million, representing 10.34% of our total loan portfolio as of that date. Several of these loans had been provided
to real estate developers primarily to finance their residential housing projects or for on-going projects or business
needs. Our construction finance loans typically have higher average loan sizes in comparison to our other loan
products and in certain market scenarios may have higher credit risk in the current real estate scenario. (Source:
IMaCS Report.) For example, in Fiscal Year 2015, real estate developers experienced frequent delays in
completion of projects, decline in demand increases in unsold inventory and rationalisation in real estate prices,
and as a result, have had “stressed balance sheets”. (Source: CRISIL Report.) Furthermore, construction finance
loans may be exposed to risks related to time and cost overruns and related increases. Factors such as third party
performance risks, delays in obtaining the requisite approvals, environmental risks, changes in market conditions,
changes in government or regulatory policies, permits, licenses or certifications from the relevant authorities as
well as shortages of, or material increases in prices of, construction materials, equipment, technical skills and
labor, or other unforeseeable problems and circumstances may lead to delays in, or prevent the completion of,
real estate development projects and result in costs substantially exceeding those originally budgeted, which may
affect real estate developers’ ability to repay their loans. The demand for LAP is also highly correlated to property
prices and any slowdown in the real estate market may also impact demand for LAP. (Source: CRISIL Report)

In addition, real estate developers may be impacted by the passing of the Real Estate (Regulation and
Development) Act, 2016, which is in effect from March 26, 2016 (“Real Estate Act”). For instance, the Real
Estate Act mandates that developers will disclose details of registered projects including with respect to the land
status, approvals and other such details. Further, the Real Estate Act also makes it mandatory for real estate
developers to put 70.00% of the amount collected from buyers for a real estate project into a separate bank
account, which amount may only be used for land costs and costs for construction of such real estate projects.

Construction finance loans to real estate developers had experienced industry average gross NPAs of
approximately 2.50-3.00% as of March 31, 2015. (Source: IMaCS Report) If the loans to any of our 20 single
largest customers becomes non-performing, it could result in deterioration of the credit quality of our loan
portfolio, which could in turn have a material and adverse effect on our business, financial condition and results
of operations. Also see “—We are exposed to fluctuations in real estate prices and any negative events affecting
the real estate sector.” on page 34.

17. We are exposed to risks related to geographic concentration of our loan portfolio in the northern states
of India.

Our business is heavily dependent on economic conditions and real estate values in the northern states of India
and particularly, the states of Delhi, Punjab, Haryana, Rajasthan and Uttar Pradesh and the Union Territory of
Chandigarh, our operations in which constituted 39.67% of our total loan portfolio as of June 30, 2016. While we
have expanded our operations to other states such as Maharashtra, Madhya Pradesh, Gujarat, Karnataka, West
Bengal, Tamil Nadu, Uttar Pradesh and Kerala, our branches and processing hubs continue to be concentrated in
the northern states of India. As of June 30, 2016, out of our 47 branches and 16 processing hubs, 21 branches and
seven processing hubs were located in the northern region of India. Further, our central support office (“CSO”)
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and our centralised back-end processes operations are carried out of our offices in New Delhi and our data centre
(“DC”) is located in Noida (Uttar Pradesh). As of June 30, 2016 and as of March 31, 2016, 2015 and 2014,
approximately 39.67%, 40.40%, 46.43% and 52.16%, respectively, of our total loan portfolio was attributable to
our operations in the northern region of India. Although our geographic concentration in northern India has
decreased in recent years, we remain relatively more exposed to any adverse geological, ecological, economic,
social or political circumstances in this region as compared to other HFCs with a more diversified national
presence. The real estate and housing finance markets in the northern states in India may perform differently from,
and may be subject to market conditions that are different from, the housing finance markets in other parts of
India. Further, to the extent the cities in the northern region of India experience weaker economic conditions or
increased rates of decline in real estate prices than cities in other regions in India generally, the concentration of
our loans in these regions may increase the impact of these risks, which could in turn have an adverse effect on
our business, financial condition and results of operations.

18. We may experience difficulties in expanding our business or pursuing new business opportunities in
new regions and markets.

We plan to utilise our scalable operating model to significantly expand our operations and grow our distribution
network. As part of this strategy, we plan to selectively expand into geographies where we see potential growth
for the loan products we offer and typically consider geographies where urbanisation, income and the demand for
housing and development of housing projects are growing. Factors such as the demographic distribution of target
income groups, realty market activity and local legal and regulatory regimes, among others, may differ in these
geographies from those where we are currently active, and we may not be able to apply our current market
knowledge and experience in these new geographies. In addition, as we enter new locations, we are likely to
compete not only with commercial banks and NBFCs but also the local unorganised or semi-organised private
financiers, who are more familiar with local regulations, business practices and customs, and have stronger
relationships with potential customers. As we continue to deepen and expand our geographic footprint, our present
or future business may be exposed to various additional challenges, including:

e identifying and collaborating with local business and partners with whom we may have no previous business
relationships;

e successfully marketing our products in locations with which we are not familiar and where our brand or the
“PNB” brand may not be as well-known as it is in geographies where we are currently active;

e attracting potential customers in a market in which we do not have significant experience or visibility;

e exposure to additional local tax jurisdictions;

e  attracting and retaining new local employees;

e expanding our technological infrastructure;

e maintaining our standardised systems and procedures and adapting them to local market requirements; and

e adapting our marketing strategies and operations to different regions in India, especially those which follow
different business practices and customs and speak different languages.

To address these challenges, we may have to make significant investments in people and resources that may not
yield desired results or incur costs that we may not be able to recover. For instance, certain of our newly added
branches are currently operating at lower efficiencies in comparison with our established branches. The sub-
optimal performance of the newly added branches, if continued over an extended period of time, could have a
material adverse effect on our business and profitability. Our inability to successfully expand our current
operations or pursue new business opportunities may have a material adverse effect on our business, financial
condition and results of operations.

19.  Our new loan products and services such as loans for affordable housing may expose us to certain risks.

From time-to-time, we introduce new products and services which may expose us to certain risks that we may not
have faced before. For example, we currently expect that our geographic expansion into tier IT and tier III cities,
particularly in the southern and western regions of India, will provide us with increased access to the significant
demand for affordable housing in these cities as well as related demand for housing finance. We believe that the
favourable government policies and initiatives in the affordable housing segment in India provide significant
potential for growth and provide us access to additional low-cost funding, which we believe will help drive
profitable growth. For further details, see “Our Business—Our Strategies—Consolidate our position and
selectively expand into specific target geographies and markets”, “Industry Overview—Housing Finance
Market in India—Government implemented schemes™ and “Key Regulations and Policies in India—ECB for
Low Cost Affordable Housing™ on pages 131, 99 and 160, respectively. However, in order to be successful, we
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will be required to adopt a cautious credit underwriting approach with respect to this segment which is marked by
low loan sizes, delays in collection of payments and higher delinquencies in comparison with other segments.
There can be no assurance that our risk management, credit appraisal, fraud control and loan portfolio management
measures will continue to be successful in respect of affordable housing loans and we may have a higher
proportion of NPAs attributable to this customer segment than what we had anticipated or made provisions for.
Further, certain factors outside our control such as competition, general economic conditions, a failure to
understand customer demand or requirements may affect our ability to develop and manage these loans
successfully, which could cause us to discontinue these loans and we may lose all or a part of the costs incurred
in their promotion and development. If any or a combination of the above-mentioned risks materialise, it could
result in a material adverse effect on our business, financial condition and results of operations.

20.  Significant changes by the Government or the RBI or the NHB in their policy initiatives facilitating the
provision of housing and housing finance or any change in the tax incentives that the Government
currently provides to HFCs may have an adverse effect on our busi financial condition and results
of operations.

The Government of India currently provides support to encourage the availability of credit to the housing industry
and has implemented various policies and initiatives, particularly in relation to affordable housing, which are
aimed at providing low-cost, long-term credit to the low and middle income segments in rural and urban parts of
India. Pursuant to these initiatives, the NHB provides refinance for certain qualifying loans at reduced rates to
certain qualifying HFCs through its schemes. In addition, the RBI has provided certain incentives to the housing
finance industry by extending priority sector status to housing loans. Certain key measures taken by the RBI to
assist in fulfilling the Government’s objectives include the reduction in risk weights applicable for affordable
housing loans for the purpose of calculation of CRAR and allowing HFCs to raise long-term ECBs for on-lending
towards affordable housing, which the RBI defines as housing loans with a size of up to ¥2.50 million. For further
details in relation to these Government affordable housing schemes and initiatives, see “Industry Overview—
Housing Finance Market in India—Government implemented schemes” and “Key Regulations and Policies in
India—ECB for Low Cost Affordable Housing” on pages 99 and 160, respectively. There can be no assurance
that the RBI and the NHB will continue to provide incentives to the housing finance industry in the future.

Further, the Indian tax laws currently allow HFCs to claim a tax deduction up to 20.00% of profits from the
provision of long-term finance for the construction or purchase of houses in India. Pursuant to Section 36(1)(viii)
of the (Indian) Income Tax Act, 1961 (the “Income Tax Act”), up to 20.00% of profits from housing finance
activities may be carried to a special reserve and will not be subject to income tax. We utilised the maximum
amount of this allowance in Fiscal Years 2016, 2015 and 2014 by transferring ¥584.00 million, ¥311.00 million
and X187.50 million, respectively to a special reserve. As of the beginning of Fiscal Year 2016 (i.e., April 1,
2015), the balance in our special reserve was %1,813.58 million. However, there can be no assurance that the
Government will continue to make this fiscal benefit available to HFCs and we might be subject to increased taxes
if such benefit ceases to become available, which may in turn have an adverse effect on our business, financial
condition and results of operations. In Fiscal Year 2015, the NHB issued a circular requiring all HFCs to create a
provision for deferred tax liability (“DTL”) on the total amounts transferred to special reserves pursuant to this
tax provision, including those transferred in the previous years, irrespective of whether the HFC intended to
withdraw such amounts from the special reserves. The NHB has advised HFCs to create DTL in respect of the
accumulated balance of special reserves as at April 1, 2014 from free reserves in a phased manner in the ratio of
25:25:50 over a period of three years, starting with Fiscal Year 2015. Accordingly, we created 25.00% of DTL on
the opening balance in our special reserve of 1,502.58 million as at April 1, 2014, which was equal to ¥127.68
million at the end of Fiscal Year 2015 and ¥132.33 million at the end of Fiscal Year 2016, respectively. We will
create the remaining 50.00% of DTL in Fiscal Year 2017. Separately, the DTL on the amount in special reserve
appropriated out of our profits for Fiscal Years 2015 and 2016 and in the three months ended June 30, 2016 was
%105.71 million, 204.03 million and X61.60 million, respectively, which was also taken into account to determine
the effective tax rate for those periods. The effective tax rates for the three months ended June 30, 2016 and for
Fiscal Years 2016, 2015 and 2014 were 34.84%, 35.04%, 34.09% and 27.54%, respectively, after taking into
account the effect of DTL, in turn adversely affecting our profit after tax and return on average equity. For further
details, see “Management’s Discussion and Analysis of Condition and Results of Operations—Significant
Factors Affecting Our Financial Performance and Financial Condition—Tax benefits and tax incentives” on
page 250.

Any significant change by the Government in its various policy initiatives facilitating provision of housing and

housing finance or any change in the tax incentives that it currently provides to HFCs may have an adverse effect
on our business, financial condition and results of operations. Further, creation of a provision for DTL in the future
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will likely have an adverse effect on our profit after tax and return on average equity.

21.  The Indian housing finance industry is extensively regulated and any changes in laws and regulations
applicable to HFCs could have a material and adverse effect on our business.

We are subject to the corporate, taxation and other laws in effect in India and the states and cities in which we
operate, which require continued monitoring and compliance. These regulations, apart from regulating the manner
in which a company carries out its business and internal operation, prescribe various periodical compliances and
filings, including but not limited to filing of forms and declarations with the relevant registrar of companies and
the NHB. Pursuant to the NHB Act and various regulations, circulars and guidelines issued by the NHB, deposit
taking HFCs are currently required to comply with, among others, limits on borrowings, investments, interest
rates and tenure on deposits, prudential norms for income recognition, asset classification and provisioning for
standard and non-standard assets, norms for creation of special reserves and provision for DTL as well as
minimum capital adequacy and liquidity requirements. The regulations applicable to us also address issues such
as our conduct with customers and recovery practices, market conduct and foreign investment. For further details,
see “Management’s Discussion and Analysis of Condition and Results of Operations—Significant Factors
Affecting Our Financial Performance and Financial Condition—Regulatory framework and Government
policies” and “Key Regulations and Policies in India” on pages 249 and 156, respectively.

The introduction of additional government controls or newly implemented laws and regulations, depending on the
nature and extent thereof and our ability to make corresponding adjustments, may result in a material adverse
effect on our business, financial condition and results of operations as well as our future expansion plans in India.
In particular, decisions taken by regulators concerning economic policies or goals that are inconsistent with our
interests could adversely affect our results of operations. In addition, we are subject to periodic inspections by the
NHB with respect to such controls and laws and regulations and any irregularities found during such investigations
could expose us to penalties. There can be no assurance that we will be able to timely adapt to new laws,
regulations or policies that may come into effect from time to time with respect to the financing of housing and
urban infrastructure sector in general. Moreover, new regulations may be introduced that restrict our ability to do
business. There can be no assurance that we will not be subject to any adverse regulatory action in the future. The
costs of compliance may be high, which may affect our profitability. If we are unable to comply with any such
regulatory requirements, our business and results of operations may be materially and adversely affected. The
requirement for compliance with such applicable regulations presents a number of risks, particularly in areas
where applicable regulations may be subject to varying interpretations. Further, if the interpretations of the
regulators and authorities with respect to these regulations differs from our interpretation, we may be subject to
penalties. There can be no assurance that we will be able to comply with the various regulatory and legal
requirements in a timely manner, or at all. Occurrence of any of these risks could result in a material adverse effect
on our business and results of operations.

22. We may not be able to sustain the growth in our deposits or access lower-cost sources of funds as
frequently as we expect.

We believe that certain funding sources, such as deposits, which are relatively more stable, and NHB refinance
and ECBs, which generally have lower cost of borrowings, provide advantages to us when compared to the other
sources available to us, in particular term loans from banks and financial institutions.

Our outstanding deposits (net of maturities) grew at a CAGR of 110.41% from %3,630.66 million as of March 31,
2012 to X71,158.51 million as of March 31, 2016, and were ¥74,358.98 million as of June 30, 2016. As of June
30, 2016, our outstanding deposits from 81,207 deposit accounts constituted 24.75% of our total outstanding
borrowings as of that date. Our strategy is to continue to raise deposits, which we believe can be achieved through
introducing new deposit products, improving the quality and efficiency of our customer services, expanding our
distribution network and adding more deposit brokers. However, we face strong competition in attracting new
deposits in the Indian market and there can be no assurance that we will be successful in growing the number of
our depositors or the amount of deposits at the same rate as we have in the past. For example, in October 2011,
the RBI deregulated interest rates on demand deposits and savings bank deposits, which resulted in certain banks
increasing their interest rates, leading to increased competition for such deposits. The interest rates that we must
pay to attract deposits are determined by numerous factors such as the prevailing interest rate structure,
competitive landscape, Indian monetary policy and inflation. As policy interest rates continue to decline in India,
there can be no assurance that we will be able to continue to offer attractive interest rates on our deposits, which
could lead to limit our ability to attract deposits. In addition, acceptance of deposits requires compliance with a
number of restrictions under the applicable regulations in India. For instance, under the NHB Directions, we are
only allowed to mobilise deposits up to five times of our NOF. As of June 30, 2016, our deposits amounted to
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3.81 times our NOF (%19,535.81 million). Further, we are not allowed to accept or renew any deposit which is
repayable on demand or on notice, or which is for a tenure of less than one year or more than 10 years or which
pays interest at a rate exceeding 12.50% per annum. There can be no assurance that we will be able to satisfy our
deposit funding needs while these restrictions continue to apply.

The NHB provides refinance for certain qualifying loans at significantly reduced rates to certain qualifying HFCs
pursuant to various rural and affordable housing schemes of the Government. In order to access NHB refinance,
we are required to lend to certain select customers in the low and middle income segments in rural and urban parts
of India. As of June 30, 2016, our outstanding refinancing from the NHB was 30,157.35 million. In the three
months ended June 30, 2016 and in Fiscal Years 2016, 2015 and 2014, we were disbursed ¥10,000.00 million,
%9,000.00 million, ¥10,100.00 million and ¥4,084.00 million, respectively, under various refinancing schemes of
the NHB. However, there can be no assurance that we will continue to be eligible for refinancing from the NHB
in the same proportion as prior periods, or at all.

In Fiscal Years 2015 and 2017, we raised US$100.00 million and US$150.00 million as ECBs for durations of
five years and seven years, respectively, on terms which are consolidated under the RBI’s master directions dated
January 1, 2016 in relation to external commercial borrowings (the “RBI ECB Master Direction”) for funding
low-cost affordable housing projects, which are defined as units where the property cost is up to ¥3.00 million,
the carpet area of the unit does not exceed 60 square meters and the loan amount is capped at ¥2.50 million.
However, there can be no assurance that we will continue to find suitable projects in order to derive maximum
benefit from the RBI ECB Master Direction.

Our failure to sustain the growth in our deposits or access other low-cost sources of funds could have a material
adverse effect on our liquidity position, financial condition, business and results of operations.

23.  Any further downgrade in our credit ratings may increase interest rates for refinancing our borrowings,
which would increase our cost of borrowings, and adversely affect our ability to borrow on a competitive
basis.

We have received high credit ratings for our deposits and our long-term loan facilities as well as for our NCDs
(secured and unsecured) and commercial paper programme from rating agencies such as CRISIL Limited
(“CRISIL”), ICRA Limited, Credit Analysis and Research Limited (“CARE”) and India Ratings and Research
Private Limited (“India Ratings (Fitch)”). For further details, see “Selected Statistical Information—Sources
of Funding—Credit Ratings” on page 119. However, our parent and Promoter, PNB, has recently been adversely
impacted by rising NPAs, which has resulted in a downgrade of the credit rating by ICRA of our NCDs (secured
and unsecured) from “[ICRA]JAAA/Stable” to “[ICRA]JAA+/Stable” and a change in the credit outlook of our
NCDs by CRISIL from “CRISIL AA+/Stable” to “CRISIL AA+/Negative”. In addition, the credit outlook of our
deposits by CRISIL changed from “FAAA/Stable” to “FAAA/Negative” and the credit outlook of our long-term
loan facilities by CRISIL changed from “CRISIL AA+/Stable” to “CRISIL AA+/Negative”. Any further
downgrade in our credit ratings may increase interest rates for refinancing our borrowings, which would increase
our cost of borrowings, and may have an adverse effect on our future issuances of debt and our ability to borrow
on a competitive basis. Further, any downgrade in our credit ratings may also trigger an event of default or
acceleration of repayment of certain of our borrowings. If any of these risks materialise, it could have a material
adverse effect on our business, cash flows, financial condition and results of operations.

24. We may be required to comply with certain onerous conditions and restrictions imposed by our
financing arrangements.

Our outstanding borrowings were ¥300,459.47 million, ¥261,588.67 million and X167,515.72 million as of June
30, 2016 and as of March 31, 2016 and 2015. We have entered into agreements with certain banks and financial
institutions for short-term and long-term borrowings. Certain of these agreements require us to take the consent
from our lenders for undertaking various actions, including, for:

effecting any change in our ownership or control;

any material change in our management or business;

our Promoter, PNB, ceasing to be our single-largest shareholder;

effecting any change in our capital structure;

any amendments to our Memorandum or Articles of Association or agreements entered into with or among
our shareholders;

e entering into any schemes of mergers, amalgamations, compromise or reconstruction;
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e undertaking guarantee obligations on behalf of any third party;

e declaring any dividends to our shareholders unless amounts owed to the lenders have been paid or satisfactory
provisions made thereof; and

e creating any security over any of our secured assets.

Additionally, certain of our loan agreements also require us to maintain certain periodic financial ratios. In the
event we breach any financial or other covenants included in any of our financing arrangements or in the event
we had breached any terms in the past which is brought to our notice in the future, we may be required to
immediately repay our borrowings either in whole or in part, together with any related costs. We may be forced
to sell certain or all of the assets in our portfolio if we do not have sufficient cash or credit facilities to make
repayments. Furthermore, certain of our financing arrangements include cross-default provisions which could
automatically trigger defaults under other financing arrangements. Our inability to satisfy the conditions and
restrictions imposed by our financing arrangements could have an adverse effect on our ability to conduct our
business and operations, which could in turn have a material adverse effect on our business, financial condition
and results of operations.

25.  Our business and operations significantly depend on our senior management and other key employees
and may be adversely affected if we are unable to retain them.

Our senior management has contributed significantly in the implementation of our BPR programme and our
business and operations continue to depend significantly on the continued services and performance of our senior
management and other key employees and our ability to attract and retain such personnel. Our ability to identify,
recruit and retain our senior management and other key employees is critical to the successful operation of our
business. We face a continuing challenge to recruit, adequately compensate and retain a sufficient number of
suitably skilled personnel, knowledgeable in sectors to which we lend. There is significant competition in India
for such personnel, which has increased in recent years as a significant number of commercial banks, small finance
banks, payment banks, NBFCs and HFCs have recently commenced operations. Our business is also dependent
on certain key branch personnel who directly manage customer relationships. While no single branch manager or
operating group of managers contributes a meaningful percentage to our business, our business may suffer if a
substantial number of branch managers or key branch personnel leave us. We also need to train and motivate
existing employees to adhere to internal controls and risk management procedures. Failure to train and motivate
our employees properly may result in an increase in employee attrition rates, require additional hiring, erode the
quality of our customer service, divert management resources, increase our exposure to high-risk credit and
impose significant costs on us. As we continue to expand our business and operations, recruiting and retaining
qualified and skilled managers is critical to our future, especially since our business depends on our credit-
appraisal, asset valuation and collection methodologies and direct customer relationships, which are largely
personnel-driven aspects of our business. Our inability to attract and retain our senior management and other key
employees due to these or other reasons could significantly impair our ability to continue to manage and grow our
business and may result in an adverse effect on our business, prospects, financial condition and results of
operations.

26. We have in the past entered into a number of related party transactions and may continue to enter into
related party transactions in the future and there can be no assurance that we could not have achieved
more favourable terms if such transactions had not been entered into with related parties.

In the ordinary course of our business, we have entered into transactions with related parties that include our
Promoter, PNB, certain PNB Group Companies and our other key shareholder, DEL. These transactions include,
among others, an agreement with DEL for distribution of our loan products, term loans and other lending facilities
with PNB, assignment of certain loans to PNB and agreements with PNB for lease of certain office premises. For
Fiscal Years 2016, 2015 and 2014, our transactions with related parties amounted to ¥4,773.96 million, ¥7,575.74
million and %3,471.06 million, respectively, and as a percentage of our revenue from operations, amounted to
17.68%, 42.55% and 30.98%, respectively, during the same periods. For further details, please refer to the
statement of related party transactions included as Note 25 to our Restated Financial Statements in the section
titled “Financial Information” on page 192 and “Our Promoter, Promoter Group and Group Companies” on
page 185. While we believe that all related party transactions that we have entered into are legitimate business
transactions conducted on an arms’ length basis, there can be no assurance that we could not have achieved more
favourable terms if such transactions had not been entered into with related parties. For instance, the NHB in its
inspection report dated July 20, 2011 highlighted that the commission paid by us to DEL for distribution of our
loan products was at a rate higher than that paid to other DMAs. Furthermore, it is likely that we will continue to
enter into related party transactions in the future. There can be no assurance to you that these or any future related
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party transactions that we may enter into, individually or in the aggregate, will not have an adverse effect on our
business, financial condition and results of operations. Further, the transactions we have entered into and any
future transactions with our related parties have involved or could potentially involve conflicts of interest.
Additionally, there can be no assurance that any dispute that may arise between us and related parties will be
resolved in our favour.

27.  Following the Issue, our Promoter, PNB, will continue to hold a significant percentage of our share
capital and can exercise significant influence over certain matters that could directly or indirectly favor
its interests.

As of the date of this Prospectus, our Promoter, PNB, owned 51.00% of our Company’s issued and paid-up share
capital and on completion of this Issue, will continue to hold approximately 38.00-39.00% of our Company’s
issued and paid-up share capital. In accordance with the terms of a shareholders” agreement dated December 7,
2009 among PNB, DEL and our Company, as amended, together with the articles of association of our Company,
so long as any shareholder holds at least a 26.00% equity stake in us, it will be entitled to nominate two directors
to our 10 member board of directors, as well as one director as a member on each committee of the board of
directors (excluding the Audit Committee). Our Articles of Association provide that following the Issue, the
relevant shareholders may only exercise the foregoing rights after seeking shareholder approval. Accordingly, two
of our directors, Dr. Ram S. Sangapure and Ms. Usha Ananthasubramanian, are the directors nominated by PNB,
and Ms. Usha Ananthasubramanian holds the position of Chairperson in our Company. PNB has nominated Ms.
Usha Ananthasubramanian to serve on our IPO committee and Dr. Ram S. Sangapure to serve on our Nomination
and Remuneration committee, Corporate Social Responsibility committee and Stakeholders Relationship
committee. Dr. Ram S. Sangapure and Ms. Usha Ananthasubramanian both also serve on the boards of various
other companies.

While we are professionally managed and overseen by an independent board of directors, following the Issue,
PNB will continue to be the single largest shareholder of our Company and as a result, can exercise influence over
our board, our business policies and affairs and all matters requiring approval of our shareholders, including,
among other things, the composition of our Board of Directors, the adoption of amendments to our certificate of
incorporation, the approval of mergers, acquisitions or joint ventures, and the lending to, or giving any guarantee
for obligations of, any person (other than in the ordinary course of business). This significant influence by PNB
could result in decisions that favor PNB.

Further, PNB may in certain circumstances determine to have itself or other PNB Group Companies, instead of
us, pursue business opportunities or cause such companies or us to undertake corporate strategies, the effect of
which would be to benefit such companies instead of us and which could be detrimental to our interests. It could
also result in a delay, defer or prevent a change in control of our Company, impede a merger, consolidation,
takeover or other business combination involving our Company, or discourage a potential acquirer from making
a tender offer or otherwise attempting to obtain control of our Company. Such decisions may restrict our growth
or adversely affect our business, financial condition and results of operations.

28. We depend on the accuracy and compl of information provided by our potential customers. Our
reliance on any misleading or misrepresented information provided by potential customers may affect
our judgment of their credit worthiness, as well as the value of and title to the collateral.

In deciding whether to extend credit or to enter into other transactions with potential customers, we may rely on
information furnished to us by potential customers, as well as the credit worthiness analysis undertaken by our
underwriting, technical, legal and fraud control expert teams which in turn rely on the information provided by
public officials, independent valuers and other third party agencies. To further verify the information provided by
potential customers, we conduct searches on Credit Information Bureau (India) Limited (“CIBIL”) and other
credit bureaus for creditworthiness of our customers. We also verify information with the registrar and the sub-
registrar of assurances for encumbrances on collateral. We follow the Know Your Customer (“KYC”) guidelines
prescribed by the NHB (“NHB KYC Guidelines™) for potential customers, verify their place of business or
employment as applicable and also verify details with the NHB’s caution list. Such information includes
representations with respect to the accuracy and completeness of information relating to the financial condition
of potential customers, and independent valuation reports and title reports with respect to the property secured.
Additionally, once a prospective customer has submitted a completed loan application, our in-house legal and
fraud control teams, along with certain empanelled third-party agencies, conduct various on-site checks to verify
the prospective customer’s details. We have framed our policies to prevent frauds in accordance with the key
elements prescribed under the NHB KYC Guidelines, including, among others, a customer acceptance policy,
customer identification procedures, monitoring of transactions and risk management. Further, we have a well-
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established and streamlined credit appraisal process, more details in relation to which are available in “Our
Business—Lending Policies and Procedures—Loan Underwriting Process” on page 142. However, there can
be no assurance that information furnished to us by potential customers and any analysis of such information by
our underwriting, technical, legal and fraud control teams or the independent checks and searches conducted by
us will return accurate results, and our reliance on such information may affect our judgment of the potential
customers’ credit worthiness, as well as the value of and title to the collateral, which may result in us having to
bear the risk of loss associated with such misrepresentations. For instance, in the years 2012 and 2015, we filed
criminal complaints against certain customers for allegedly cheating and fraudulently obtaining housing loans
against collateral over which they had no valid title. Notwithstanding the outcome of these legal proceedings, we
may incur certain losses as a result of these misrepresentations. If any of our potential customers provide
inaccurate or misleading information or rely on misrepresentations to obtain loans, the loan losses arising as a
result could have a material adverse effect on our business, financial condition and results of operations.

29. We are exposed to fluctuations in real estate prices and any negative events affecting the real estate
sector.

The demand for our housing loans, which include construction finance for real estate developers and our non-
housing loans, which include LAP and NRPL, is generally affected by developments in the real estate sector. The
demand for our housing loans, in particular, is affected by movement in real estate prices. Further, as the
underlying security on our loans is primarily mortgages or other form of security over the customers” other real
residential or commercial property, a substantial portion of our loan portfolio is exposed to events affecting the
real estate sector. The value of real estate properties secured under our loans is largely dependent on prevalent
real estate market conditions, as well the quality of the construction and the pedigree of the relevant developer.
The value of the collateral on the loans disbursed by us may decline due to adverse market conditions including
an economic downturn or a downward movement in real estate prices. In recent times, real estate has been
adversely impacted by frequent project delays, which has resulted in inventory overhang. See “—The value of
our collateral is dependent on a number of factors, and we may not be able to recover the full value of collateral
or any amounts sufficient to cover the outstanding amounts due under defaulted loans on a timely basis, or at
all” and “—We are exposed to risks related to concentration of loans to certain real estate developers and risks
associated with construction finance loans” on pages 34 and 27, respectively.

Further, any developments or events that adversely affect the real estate sector, including without limitation, the
introduction of any stringent norms regarding construction, floor space index or other compliances, may result in
diminishing the value of our collaterals which may in turn have a material adverse effect on our business, financial
condition and results of operations if any of our customers default in repayment of their loans. Also, if any of the
projects which form part of our collateral are delayed for any reason, it may affect our ability to enforce our
security, thereby effectively diminishing the value of such security. There can be no assurance that we will be
able to foreclose on collateral on a timely basis, or at all, and if we are able to foreclose on the collateral, that the
value will be sufficient to cover the outstanding amounts owed to us which may result in a material adverse effect
on our business, results of operations and financial condition.

30.  The value of our collateral is dependent on a number of factors, and we may not be able to recover the
JSull value of collateral or any amounts sufficient to cover the outstanding amounts due under defaulted
loans on a timely basis, or at all.

The primary collateral for all our housing and non-housing loans is the customer’s real estate, although in certain
cases we may also require customers to provide additional security or obtain a guarantee from a person of good
financial standing acceptable to us. The value of the collateral is largely dependent on conditions prevalent in the
real estate sector, which may decline due to adverse market conditions including an economic downturn or a
downward movement in real estate prices. A decline in the value of the secured assets could impair our ability to
realise the secured assets upon any foreclosure, which would likely require us to increase our provisions for loan
losses. In the event of a default with respect to any of our loans, the amounts we receive upon sale of the secured
assets may be insufficient to recover the outstanding principal and interest on the loan. If we are required to revalue
a property which serves as collateral for a loan during a period of reduced real estate prices or if we are required
to increase our provisions for loan losses, it could result in a material adverse effect on our business, financial
condition and results of operations.

In India, foreclosure on collateral may also be subject to delays and administrative requirements that could result
in, or be accompanied by, a decrease in the value of the collateral. The Securitization and Reconstruction of
Financial Assets and Enforcement of Security Interest Act, 2002 (the “SARFAESI Act”) and the Recovery of
Debt due to Banks and Financial Institutions Act, 1993 (the “DRT Act”) have strengthened the ability of HFCs
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to recover NPAs by granting them greater rights to enforce such security and recover amounts owed from
customers. For example, we may now foreclose on collateral after a 60 days’ notice to a customer whose loan has
been classified as “non-performing”. However, in a case before the Supreme Court of India in 2004, while the
constitutional validity of the SARFAESI Act was affirmed, the right of a defaulting customer to appeal to the
Debt Recovery Tribunal (the “DRT”) was also affirmed. The DRT has the power to issue a stay order prohibiting
the lender from selling the assets of a defaulting customer. There can be no assurance that any foreclosure
proceedings would not be stayed by the DRT. A failure to recover the expected value of collateral could expose
us to a potential loss. Any such losses could result in a material adverse effect on our business, financial condition
and results of operations. Although the SARFAESI Act and the DRT Act strengthened the rights of lenders, which
may lead to faster realisation of collateral in the event of default, there can be no assurance that these laws will
have a favourable impact on our efforts to reduce our levels of NPAs. We may not be able to realise the full value
of our collateral, due to, among others, delays in foreclosure proceedings, defects in the perfection of collateral,
fraudulent transfers by customers and decreases in the value of collateral. Our inability to realise the full value of
collateral on a timely basis or at all could result in a material adverse effect on the credit quality of loan portfolio
as well as our business, cash flows, financial condition and results of operations.

31. We depend on certain third party DMAs, deposit brokers and certain aggregators for referral of our
c s and t of our rel hip with certain customers.

'S

In the three months ended June 30, 2016 and in Fiscal Years 2016, 2015 and 2014, we sourced 56.49%, 55.00%,
53.07% and 46.80%, respectively, of new loans from our in-house channels. However, we depend on certain third
party DM As and deposit brokers, who are typically proprietorships or professionals, as well as certain aggregators
or referral entities, to source our customers for our loans and deposits. DMAs, deposit brokers and aggregators
also assist us with document collection and credit appraisal processes as well as management of our relationship
with certain customers. Our agreements with such DMAs, deposit brokers and national aggregators typically do
not provide for any exclusivity, and accordingly, they can work with other lenders, including our competitors.
There can be no assurance that our DMAs, deposit brokers and aggregators will continue to provide a significant
number of leads for loans or deposits to us in comparison with our competitors, or at all. In addition, if we fail to
supervise and control the sales and marketing activities of such third parties, the quality of marketing initiatives
and services they provide may deteriorate, which could adversely affect our brand value. Further, we would have
limited recourse to remedies under our agreements with these third parties if any of them decide to cease providing
their services. If any of these third parties unilaterally decide to withdraw their services, our ability to serve our
clients could be affected until we find a suitable replacement, which could in turn have a material adverse effect
on our business, financial condition and results of operations.

32. We outsource certain operational activities to third-party service providers. Any lapse by such third party
service providers may have adverse ¢ q es on our busil and rep i

We have entered into a number of outsourcing agreements with different third party service providers for certain
operational services including, among others, cash pick-up, delivery and disposal services for cash management,
back-office support services, security services, records management, software application management services,
technology and telecom infrastructure services and database administration for the data centres. We also rely on
professional call centres for the management of customer feedback for the improvement of our products and
services. For example, during Fiscal Year 2016 and the three months ended June 30, 2016, the Company procured
1,078 and 305 contract employees, or 52.80% and 25.33%, respectively, of its total personnel, from Teamlease
Services Limited (“Teamlease”). Our fraud control and collection teams at processing hubs work regularly with
third party customer verification agencies, income-tax return and bank statement verification agencies and fraud
control agencies to conduct credit appraisals, to verify customer details and to collect overdue payments from
customers. Our technical teams work closely with external valuation agencies to assess the market value of a
property provided as collateral. Our legal teams regularly work with independent legal advisers in connection with
due diligence of our customers” documents as well as title verification of property provided as collaterals by our
customers. In addition, our internal audit team engages external auditors to assist with the periodic audits for all
our functions, offices and branches. The internal audit team is also responsible for conducting a review and
assessment of the financial and operational conditions of our service providers, in part to determine their ability
to continue to meet their obligations. In reviewing our service providers, our internal audit team covers areas such
as performance standards, confidentiality and security and business continuity preparedness. However, there can
be no assurance that such measures would be adequate. Accordingly, we are exposed to the risk that third party
service providers may be unable to fulfil their contractual obligations to us (or will be subject to the risk of fraud
or operational errors by their respective employees) and to the risk that their (or their vendors’) business continuity
and data security systems prove to be inadequate. Any defaults or lapses by our third party service providers could

35



result in a material adverse effect on our business, reputation, financial condition and results of operations.

Further, the agreements entered into with Teamlease provide that we are indemnified for payment of all statutory
dues, levies, penalties, interests imposed by any statutory authority and employee benefits of the personnel
provided by Teamlease, however we are not indemnified for any loss or damage that we may suffer as a result of
the act or omission of such Teamlease personnel. In the event of any such occurrence, we may incur losses, and
to that extent, our business, financial condition, results of operations and prospects may be adversely affected.

33. We are subject to the risk of failure of, or a material weakness in, our internal control systems.

We have established internal control systems and processes for our internal audit team to scrutinise, and
periodically test and update, all facets of our operations, as necessary. We believe that our risk management,
compliance, audit and operational risk management functions are commensurate with the size and complexity of
our operations and equipped to make an independent and objective evaluation of the adequacy and effectiveness
of internal controls on an on-going basis to ensure that our business units adhere to compliance requirements and
internal guidelines. However, we are exposed to risks arising from the inadequacy or failure of internal systems
or processes, and any actions we may take to mitigate these risks may not be sufficient to ensure an effective
internal control environment. Given our high volume of transactions, errors may be repeated or compounded
before they are discovered and rectified. Our management information systems and internal control procedures
may not be able to identify non-compliance or suspicious transactions in a timely manner, or at all. Where internal
control weaknesses are identified, our actions may not be sufficient to fully correct such weaknesses. In addition,
several of our credit appraisal, portfolio management and collection related processes are yet to be fully
automated, which may increase the risk that human error, tampering or manipulation will result in losses that may
be difficult to detect. As a result, we may incur expenses or suffer monetary losses, which may not be covered by
our insurance policies and may result in a material adverse effect on our business, reputation, financial condition
and results of operations. Further, the Companies Act, 2013 requires that for Fiscal Year 2016, the annual report
of a company must state the adequacy of the internal financial controls system and its operating effectiveness.

34.  Our business is subject to various operational risks associated with the financial industry, including
Sfraud.

Our business is subject to various operational and other risks associated with the financial industry, including:

e inadequate procedures and controls;

o failure to obtain proper internal authorisations;

misreporting or non-reporting with respect to statutory, legal or regulatory reporting and disclosure

obligations;

improperly documented transactions;

customer or third-party fraud, such as impersonation or identity theft;

failure of operational and information security procedures, computer systems, software or equipment;

the risk of fraud or other misconduct by employees;

unauthorised transactions by employees; and

e inadequate training and operational errors, including record keeping errors or errors resulting from faulty
computer or communications systems.

For further details, see “Qur Business—Risk Management—Operational Risk Management” on page 149.

We have in the past been subject to the fraudulent acts committed by our employees or third parties. In Fiscal
Year 2012, we detected two suspected cases of fraud which involved in aggregate an amount of ¥13.70 million
and which involved depositing amounts in improper accounts and discrepancies between the receipts issued to
customers and receipts accounted for in the Company's database.

We undertake several measures with the assistance of our fraud control team and external fraud control, credit
verification and investigation service providers to verify documents provided to us as part of loan applications, to
obtain information on the credit worthiness of our prospective customers and to detect any potential fraud. We
also educate our customer relationship managers and other personnel to identify various types of frauds in the
industry. We are registered with the Central Registry of Securitization Asset Reconstruction and Security Interest
of India (“CERSAI”) set up under section 20 of the SARFAESI Act and submit relevant data to it from time to
time. For further details, see “Our Business—Lending Policies and Procedures” on page 142. However, there
can be no assurance that these measures will be effective in preventing frauds, or that any of these events will not
occur again in the future or that we will be able to recover funds misused or misappropriated if such events occur.
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Further, where possible, there could be instances of fraud and misconduct by our employees which may go
unnoticed for a certain period of time before they are identified and corrective actions are taken. A regulatory
proceeding initiated by a report filed against us in connection with an unauthorised transaction, fraud or
misappropriation by our employees could adversely affect our reputation and business prospects, and any
significant frauds committed by customers or outsiders could result in an adverse effect on our business, financial
condition and results of operations.

35. We may not be able to identify, monitor and manage risks and effectively implement our risk
management policies.

The effectiveness of our risk management is limited by the quality and timeliness of available data. We have
devoted resources to develop our risk management policies and procedures and aim to continue to do so in the
future. We have policies and procedures in place to measure, manage and control the various risks to which we
are exposed, which include our asset-liability management policy, credit policy, investment policy, collections
policy and KYC and AML policy and which articulate our approach to the identification, measurement,
monitoring, controlling and mitigation of various risks associated with our operations in addition to providing
certain important guidelines for strict adherence. Our Board of Directors and the Audit Committee review our risk
management policies from time to time. For details, see “Our Business—Risk Management” on page 148.
However, our policies and procedures to identify, monitor and manage risks may not be fully effective. Certain
of our risk management processes are not automated and are subject to human error. Certain of our methods of
managing risks are based on the use of observed historical market behaviour and may not accurately predict future
risk exposures, which could be significantly greater than those indicated by the historical measures. In addition,
as we seek to expand the scope of our operations, we also face the risk of inability to develop commensurate risk
management policies and procedures.

To the extent any of the instruments and strategies we use or develop to hedge or otherwise manage our exposure
to market or credit risk are not effective, we may not be able to mitigate effectively our risk exposures in particular
market environments or against particular types of risk. Further, a portion of our risk management strategies may
not be effective in a difficult or less liquid market environment, where other market participants may be attempting
to use the same or similar strategies to deal with the difficult market conditions. In such circumstances, it may be
difficult for us to reduce our risk positions due to the activity of such other market participants. Other risk
management methods depend upon an evaluation of information regarding the markets we operate in, the
customers we service and certain other matters, which may not be accurate, complete, up-to-date or properly
evaluated in all cases. Management of operational, legal or regulatory risks requires, among other things, policies
and procedures to properly record and verify a number of transactions and events. Although we have established
these policies and procedures, they may not be fully effective.

Our investment and interest rate risk are dependent upon our ability to properly identify, and mark-to-market
changes in the value of financial instruments caused by changes in market prices or rates. Our earnings are
dependent upon the effectiveness of our management of changes in credit quality and risk concentrations, the
accuracy of our valuation models and our critical accounting estimates and the adequacy of our allowances for
loan losses. To the extent our assessments, assumptions or estimates prove inaccurate or not predictive of actual
results, we could suffer higher than anticipated losses. If we fail to effectively implement our risk management
policies, it could have a material and adverse effect on our business, financial condition, cash flows and results of
operations.

36. We may not be able to detect money-laundering and other illegal or improper activities fully or on a
timely basis, which could expose us to additional liability.

We are required to comply with applicable anti-money-laundering (“AML”) and anti-terrorism laws and other
regulations in India. In the ordinary course of our operations, we run the risk of failing to comply with the
prescribed KYC procedures and the consequent risk of fraud and money laundering by dishonest customers and
assessment of penalties or imposition of sanctions against us for such compliance failures despite having
implemented systems and controls designed to prevent the occurrence of these risks. Although we believe that we
have adequate internal policies, processes and controls in place to prevent and detect any AML activity and ensure
KYC compliance, there can be no assurance that we will be able to fully control instances of any potential or
attempted violation by other parties and may accordingly be subject to regulatory actions including imposition of
fines and other penalties by the NHB and other relevant governmental authorities to whom we report. For instance,
the NHB made certain observations in Fiscal Years 2010 and 2012 with respect to our failure to comply with
certain KYC and AML requirements. If any party uses or attempts to use us for money-laundering or any other
illegal or improper purposes and such attempts are not detected or reported to the appropriate authorities in
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compliance with applicable legal requirements, our reputation could suffer and could result in a material adverse
effect on our business, financial condition and results of operations.

37.  Non-compliance with the NHB’s observations made during its periodic inspections could expose us to
certain penalties and restrictions.

We are subject to periodic inspection by the NHB under the NHB Act, 1987 (the “NHB Act”), pursuant to which
the NHB inspects our books of accounts and other records for the purpose of verifying the correctness or
completeness of any statement, information or particulars furnished to the NHB or for obtaining any information
which we may have failed to furnish when being called upon to do so. Inspection by the NHB is a regular exercise
and is carried out periodically by the NHB for all HFCs under the NHB Act. In its past inspection reports, the
NHB has identified certain deficiencies in our operations. For instance, in relation to its inspection for Fiscal Year
2013, the NHB observed, among other things, that our NOF and CRAR as of March 31, 2013 was overstated on
account of deferred revenue expenditure, short provisioning due to negative amortisation and incorrect application
of discount on subordinate debts. We made the necessary rectifications, and accordingly, our CRAR as of March
31,2014 and 2013 was restated. Similarly, in respect of its inspections for Fiscal Years 2010 and 2012, the NHB
made certain observations, including with respect to our failure to comply with certain KYC and AML
requirements, absence of a risk management policy, internal audit procedures, certain conflicts of interest and
basis for certain investment decisions, which we replied to and in respect of which we have taken certain corrective
measures. The NHB had also issued a show-cause notice to us in December 2014 in relation to our delay in
submitting asset-liability management returns.

Further, in its inspection report for Fiscal Year 2015, the NHB identified certain deficiencies including (i)
overstatement of NOF on account of (a) short deduction of deferred revenue expenditure of I591. 40 million,
(b) non-computation of intangible assets and capital work in progress of ¥ 149.90 million, and (c) non-
provisioning for loan against deposits and interest accrued but not due on loans of ¥ 0.60 million, (ii) failure
to maintain required liquid assets in terms of provisioning, (iii) shortfall in creation of floating charge of¥ 2,744.50
Million, (iv) issues in maintenance of deposit control account, (v) LTV for certain loans being beyond NHB
norms, (vi) non-compliance with credit concentration norms, (vii) non-classification of certain loans as NPA,
(viii) non-compliance with policy circulars issued by the NHB, (ix) non-assignment of risk weightage on
derivative transactions of ¥ 6,107.00 million; and (x) non-maintenance of an end-to-end system for income
recognition, asset classification, assignment of risk weight, etc.

The financial impact arising out of the abovementioned deficiencies has been accounted for in the Restated
Financial Statements of our Company as follows:

Capital Risk Assets June 30, March 31, | March 31, | March 31, | March 31, | March 31,
Ratio 2016 2016 2015 2014 2013 2012

Reported in the Annual | 13.07% 12.70% 13.34% 12.95% 13.81% 17.77%
Reports

Reported in the restated 13.04% 12.68% 13.29% 12.55% 13.65% 17.19%
financials

In addition, in its inspection report for Fiscal Year 2015, the NHB has identified additional compliances to be
undertaken by us, which we believe do not have a financial impact, including (i) ensuring correct position in
public deposits in all public disclosure/ documents by separately stating out the ICDs and other deposits (not
coming under public deposits), (ii) provision of a timeline for phasing out the deposit control account, (iii) timeline
for formulation and implementation of a risk management policy, (iv) confirmation of compliance with provisions
of Paragraph 10(2) of the Housing Finance Companies issuance of Non-Convertible Debentures on private
placement basis (NHB) Directions, 2014; (v) migration of loan accounts including partly disbursed cases to the
new software adopted by our Company, (vi) clarification on the contradictory statements made by us to NHB
regarding treatment of the insurance component funded by us, (vii) providing a timeline for carrying out an
information security audit, (viii) submission of a progress report on data updation/ validation of property value
in system with regard to the observation on non-compliance with the LTV norms prescribed by the NHB, (ix)
providing status on resolution of certain cases of negative amortisation observed during the course of its
inspections, (x) obtaining fresh KYC document in case of a specific depositor and (xi) confirmation that the
migrated balances of loan accounts (from erstwhile Bancmate System to Kastle) are in order and there are no
instances of capitalisation of interest.
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With respect to loan provisions, the NHB has identified short/non-provisioning of loans against deposit and
interest accrued but not due on loans by our Company. While we will going forward make provisions on loan
against deposit and interest accrued but not due on loans, our short provisioning of standard assets on loan against
deposits and interest accrued but not due on loans as of March 31, 2016 was T 4.57 million. Accordingly, there
will be no financial impact on the Restated Financial Statements as we are already carrying a surplus provision of
% 245.00 million as of March 31, 2016 and of % 285.00 million as of June 30, 2016 in our Restated Financial
Statements.

We have noted the above matters and are in the process of taking corrective actions, as appropriate. In the event
we are unable to resolve these deficiencies to the NHB’s satisfaction, it may result in a restriction of our ability to
conduct our business as we currently do. While we seek to comply with all regulatory provisions applicable to us,
in the event we are unable to comply with the observations made by the NHB, we could be subject to penalties
and restrictions which may be imposed by the NHB. Imposition of any penalty or adverse finding by the NHB
during the ongoing or any future inspection may have a material adverse effect on our reputation, business,
financial condition and results of operations.

38. We may not be able to obtain, renew or maintain our statutory and regulatory permits and approvals
required to operate our business. Further, we have not obtained registration of trademark over our
branding message “Ghar Ki Baat”.

We are required to maintain certain licenses, approvals, permits and registrations in order to undertake our
business activities. We are also required to maintain licenses under various applicable national and state labour
laws in force in India for certain of our offices and with regard to certain of our employees. For instance, we have
applied for certain permissions under the Shops and Establishments statutes applicable to us in certain locations
where we operate, which are currently pending. In addition, in the ordinary course of our business, we may apply
for renewal of the relevant licenses, approvals, permits and registrations that may have expired. There can be no
assurance that the relevant authorities will grant the required permissions or renew the expired licenses and
approvals in the anticipated time-frame, or at all. Additionally, our failure to comply with the terms and conditions
to which such licenses, approvals, permits or registrations are subject or to renew, obtain or maintain the required
licenses, approvals, permits or registrations may result in an interruption of our operations and may have a material
adverse effect on our business, financial condition and results of operations. For details in relation to the approvals
we have received or those which we have applied for, see “Government and Other Approvals” on page 297.

Further, while we have applied for registration of trademark over our branding message “Ghar Ki Baat”, we have
not obtained registration of trademark in this regard. As a result, we may not be able to prevent infringement of
this trademark by any third party and may, in the future, face claims and legal actions by third parties that may
use, or dispute our right to use, our branding message and any associated logos and brand names. We may be
required to resort to legal action to protect this brand name and any associated logos and a passing off action may
not provide sufficient protection. Any adverse outcome in such legal proceedings may impact our ability to use
this brand name and any associated logos in the manner in which it is currently used or at all, which could have a
material adverse effect on our business, reputation, goodwill and our results of operations. For further details, see
“Our Business—Intellectual Property” on page 152.

39.  Our previous auditors made certain adverse remarks in their reports with respect to our financial
statements for Fiscal Years 2012 and 2013.

Our auditors made certain adverse remarks in their reports with respect to our financial statements for Fiscal Years
2012 and 2013:

e Fiscal Year 2012. Our previous auditors drew attention to two suspected cases of fraud involving an amount
of ¥13.70 million.

e Fiscal Year 2013. Our previous auditors reported that we failed to pay certain undisputed statutory dues
amounting to ¥1.97 million.

In addition, our auditors and previous auditors also made certain qualifications that do not require any corrective
adjustments in their reports with respect to our financial statements for Fiscal Years 2016, 2015, 2014, 2013 and
2012. See Note 38.6 to our Restated Financial Statements in the section titled “Financial Information” on page
192.
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40.  Some of our corporate records relating to forms filed with the Registrar of Companies are not traceable.

We are unable to trace copies of the prescribed regulatory filings made with the RoC by our Company in relation
to an allotment of Equity Shares on March 31, 1999. Further, we have not been able to obtain copies of these
documents and accordingly, our Company has relied on other records for the purposes of the details of the said
allotment. We cannot assure you that such disclosures do not have any inadvertent errors or omissions.

41. We may be required to adopt and implement technological changes in order to realise the expected
benefits of our investments in our ESS technology platform.

We have made, and expect to continue to make, investments in personnel and our technology platform to allow
us to expand our loan portfolio. In particular, we have invested ¥226.56 million in developing, acquiring and
implementing our new integrated technology platform, “enterprise system solution” (“ESS”) as well as in
recruiting and training our personnel, as well as in the related back-up systems. The new ESS platform was
launched recently and is expected to be useful for improving our technology in areas such as lead management,
loan origination, loan management, collections and collateral management, deposits, customer service and
integrated accounting. One of the consequences of implementation of our ESS is that our loan originations process
has become increasingly dependent on our ability to adopt technological changes, such as our ability to process
applications over the internet, accept electronic signatures, provide process status updates instantly and provide
other customer-expected conveniences. Maintaining and improving this new technology and becoming proficient
with it may also require significant capital expenditure as well as training our existing personnel and hiring new
skilled personnel. As these requirements increase in the future, we will have to fully develop these technological
capabilities to remain competitive and any failure to do so could adversely affect our business, financial condition
and results of operations. While our ESS technology platform is expected to be flexible, configurable and scalable
for our evolving business needs, there can be no assurance it would be able to manage the growth and expansion
in our operations or that our personnel will adopt and implement the required technological changes within the
required time, or at all, which could result in a material adverse effect on our business, financial condition and
results of operations.

42.  Two of our Group Companies have incurred losses during the last three Fiscal Years, which may have
an adverse impact on our reputation and business.

Two of our Group Companies have incurred losses in the last three Fiscal Years, as set forth below:

S. No. Name of the Entity Profit/ (Loss) (Amount in ¥ million)
For the Fiscal Year
2016 2015 2014
1. | Punjab National Bank (1,803.67) - -
(International) Limited, UK
2. | Destimoney Enterprises Limited - (526.28) (163.53)

For further details, see “Our Promoter, Promoter Group and Group Companies” on page 185. There can be no
assurance that our Group Companies will not incur losses in the future, or that there will not be an adverse effect
on our reputation or our business as a result of such losses.

43.  Our technology platform and telecommunication systems may experience failures or security breaches.

Our ability to operate and remain competitive depends in part on our ability to maintain and upgrade our
technology platform, ESS, on a timely and cost-effective basis, including our ability to process a large number of
transactions on a daily basis. Our operations also rely on the secure processing, storage and transmission of
confidential and other information in our computer systems and networks. The financial services industry as a
whole is characterised by rapidly changing technologies, and system disruptions and failures caused by fire, power
loss, telecommunications failures, unauthorised intrusion, computer viruses and disabling devices, natural
disasters and other similar events may interrupt or delay our ability to provide services to our customers. Security
breaches, acts of vandalism and developments in computer capabilities could result in a compromise or breach of
the technology that we use to protect our customers’ personal information and transaction data that we receive
and store. Additionally, we are dependent on certain external vendors or service providers for the implementation
and maintenance of our ESS and certain other elements of our operations, including implementing IT
infrastructure and hardware, industry standard commercial off-the-shelf products, establishment of new branches,
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networking, managing our data-centre and back-up support for disaster recovery. We are exposed to the risk that
these external vendors or service providers may be unable to fulfil their contractual obligations to us (or will be
subject to the risk of fraud or operational errors by their respective employees) and to the risk that their (or their
vendors”) business continuity and data security systems prove to be inadequate. Any defaults or lapses by these
external vendors or service providers could result in a material adverse effect on our business, reputation, financial
condition and results of operations.

If an unauthorised party were to compromise or breach our security measures or those of our external vendors or
service providers, through electronic, physical or other means, and misappropriate such information, it could cause
interruptions in our operations and expose us to significant liabilities, reporting obligations, remediation costs and
damage to our reputation. Despite our efforts to ensure the integrity of our systems, it is possible that we and our
external vendors and service providers may not be able to anticipate or implement preventive measures against
all security breaches, especially because the techniques used change frequently or are not recognised until
launched, and because security attacks can originate from a wide variety of sources. Third parties may also attempt
to fraudulently induce our employees, customers or other users of our systems to disclose sensitive information
in order to gain access to our data or that of our customers. These risks may increase in the future as we continue
to increase our reliance on the internet and use of web-based product offerings and on the use of cyber-security.
A successful penetration or circumvention of the security of our systems or a defect in the integrity of our systems
or cyber-security could cause serious negative consequences for our business, including significant disruption of
our business and operations, misappropriation of our confidential information or that of our customers, or damage
to our computers or operating systems and to those of our customers and counterparties.

Any of the foregoing events could result in violations of applicable privacy and other laws, financial loss to us or
to our customers, loss of confidence in our security measures, customer dissatisfaction, significant litigation
exposure and harm to our reputation, all of which could result in a material adverse effect on our business, financial
condition and results of operations.

44.  Significant differences exist between Indian GAAP used to prepare our financial statements and other
accounting principles, such as U.S. GAAP and IFRS, with which investors may be more familiar.
Further, we will be subject to a number of new accounting standards as part of our transition to
IND(AS) that may significantly impact our financial statements.

Our financial statements included in this Prospectus are prepared in conformity with Indian GAAP as applicable
to HFCs. Indian GAAP differs in certain significant respects from IFRS, U.S. GAAP and other accounting
principles and standards. We have not attempted to quantify the impact of U.S. GAAP or IFRS on the financial
data included in this Prospectus, nor do we provide a reconciliation of our financial statements to those of U.S.
GAAP or IFRS. If we were to prepare our financial statements in accordance with such other accounting
principles, our results of operations, cash flows and financial condition may be substantially different. The
significant accounting policies applied in the preparation of our Indian GAAP financial statements are set forth in
the notes to our Restated Financial Statements included in this Prospectus. Prospective investors should review
the accounting policies applied in the preparation of our financial statements summarised in the section
“Manag t’s Discussion and Analysis of Financial Condition and Results of Operations” on page 243, and
consult their own professional advisers for an understanding of the differences between these accounting
principles and those with which they may be more familiar. Accordingly, the degree to which the financial
statements included in this Prospectus will provide meaningful information is entirely dependent on the investor’s
level of familiarity with Indian accounting practices. Any reliance by persons not familiar with Indian accounting
practices on the financial disclosures presented in this Prospectus should accordingly be limited.

The Companies (Indian Accounting Standards) Rules, 2015 (“IAS Rules”), as amended by the Companies (Indian
Accounting Standards) (Amendment) Rules, 2016, enacted changes to Indian GAAP that are intended to align
Indian GAAP further with IFRS. The IAS Rules provide that the financial statements of the companies to which
they apply shall be prepared and audited in accordance with IND (AS), although any company may voluntarily
implement IND (AS) for the accounting period beginning from April 1, 2015. All NBFCs and HFCs having a net
worth of more than %5,000.00 million are required to mandatorily adopt IND (AS) for the accounting period
beginning from April 1, 2018 with comparatives for the period ending on March 31, 2017. As there is not yet a
significant body of established practice, such as interpretations of the new accounting standards, on which to draw
in forming judgments regarding the new system’s implementation and application, we have not determined with
any degree of certainty the impact such adoption will have on our financial reporting. However, the IND (AS)
accounting standards will change our methodology for estimating allowances for doubtful debt losses. They may
require us to value our NPAs by reference to their market value (if a ready market for such loans exists) or to
calculate the present value of the expected future cash flows realisable from our loans, including the possible
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liquidation of collateral (discounted at the loan’s effective interest rate) in estimating allowances for doubtful debt
losses. This may result in us recognising higher allowances for doubtful debt losses in the future which will
adversely affect the results of our operations. As a result, there can be no assurance that our financial condition,
results of operations, cash flows or changes in shareholders’ equity will not appear materially worse under IND
(AS) than under Indian GAAP. In our transition to IND (AS) reporting, we may encounter difficulties in the on-
going process of implementing and enhancing our management information systems. Our management may also
have to divert significant time and additional resources in order to implement IND (AS) on a timely and successful
basis. Moreover, there is increasing competition for the small number of IND (AS) experienced accounting
personnel available as more Indian companies begin to prepare IND (AS) financial statements. There can be no
assurance that our adoption of IND (AS) will not adversely affect our reported results of operations or financial
condition and any failure to successfully adopt IND (AS) could adversely affect our business, financial condition
and results of operations.

45.  Grants of stock options under our employee stock option schemes will result in a change to our profit
and loss and will, to that extent, reduce our profits.

The Board approved our employee stock option scheme, the PNBHFL Employees Stock Option Scheme 2016
(“PNBHF ESOS”) by its resolution dated March 19, 2016 and approved the grant of 4,188,459 options (3,807,690
to existing eligible employees and 380,769 to new joinees and promotions), with each option representing one
equity share of the Company at face value (i.e., ¥10.00 per share). The shareholders approved PNBHF ESOS in
the Extra Ordinary General meeting held on April 22, 2016. As of June 30, 2016, out of the 4,188,459 stock
options, we have granted 3,807,690 stock options under the PNBHF ESOS, none of which have vested or been
exercised. For further details on the grants under PNBHF ESOS, see “Capital Structure” on page 74. In
accordance with the “Guidance Note on Accounting for Employee Share-based Payments™ as issued by the
Institute of Chartered Accountants of India, we have recognised the cost of equity settled stock options using the
intrinsic value method. The intrinsic value of stock options granted under employee stock option schemes is
determined at the grant date using valuation techniques consistent with the generally accepted valuation
methodologies for pricing financial instruments. Under Indian GAAP, the grant of stock options under employee
stock option schemes will result in a charge to our profit and loss over the vesting period, based on the intrinsic
value of options determined on the date of grant. In addition, as part of our transition to IND (AS), we expect to
incur additional charges to our profit and loss in connection with the granting of options over the period Fiscal
Year 2017 to Fiscal Year 2020.

46. A significant number of our offices, including our Registered and Corporate Office, are located on
leased premises. There can be no assurance that these lease agreements will be renewed upon
termination or that we will be able to obtain other premises on lease on same or similar commercial
terms.

A significant number of our offices, including our Registered and Corporate Office, are located on leased
premises, and we do not own any of these premises. Any of these lease agreements can be terminated, and any
such termination could result in any of these offices being shifted or shut down. There can be no assurance that
we will, in the future, be able to retain and renew the leases for the existing locations on same or similar terms, or
will be able to find alternate locations for the existing branches on similar terms favourable to us, or at all. In the
event we fail to find suitable premises for relocation of existing branches or offices, if required, or in relation to
new or proposed branches, in time or at all this may cause a disruption of our operations in these premises and
result in a material adverse affect on our business, financial condition and result of operation. Further, certain of
these properties may have one or more irregularities of title, such as non-registration of lease deeds and there can
be no assurance that we would be able to enforce our rights under the relevant lease agreements, and any inability
to do so could impair our operations.

47.  Our insurance coverage may not adequately protect us against certain losses or claims that exceed the
limits of our available insurance coverage.

We maintain insurance coverage of the type and in the amounts that we believe are commensurate with our
operations. As of March 31, 2016, our fixed assets, prior to charging depreciation, amounted to ¥855.51 million
and, after charging depreciation, amounted to ¥581.12 million, against which we had taken insurance coverage
amounting to ¥1,390.83 million. We have insured our various properties and facilities against the risk of fire, theft
and other perils. We have obtained a future money policy to cover money in safe and until counter as well as
money in transit for our branches and various offices. We have also obtained insurance for certain of our vehicles.
For further details on our insurance coverage, see “Our Business—Insurance” on page 152. However, there are
various types of risks and losses for which we do not maintain insurance because they are either uninsurable or
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because insurance is not available to us on acceptable terms. There can be no assurance that our current insurance
policies will insure us fully against all risks and losses that may arise in the future. In addition, even if such losses
are insured, we may be subject to certain deductibles, exclusions and limits on coverage. The occurrence of a
serious uninsured loss or a successful assertion of one or more large claims against us that exceeds our available
insurance coverage or results in changes in our insurance policies, including premium increases or the imposition
of a larger deductible or co-insurance requirement, could adversely affect our business, financial condition and
results of operations.

48.  We have contingent liabilities as of June 30, 2016 and if any of our contingent liabilities materialise, it
could result in a material adverse effect on our liquidity, business, financial condition, cash flows and
results of operations.

The table below sets forth our contingent liabilities as of June 30, 2016 in accordance with the provisions of
Accounting Standard-29, “Provisions, Contingent Liabilities and Contingent Assets”.

Amount
Particulars (in Zmillion)
Income-tax and interest-tax demand 50.32!
Contracts remaining to be executed on capital account and not provided for (net of
advances) 171.082

! We have disputed this demand and the matter is currently under appeal before the relevant authorities. We expect to succeed before the
appellate authority, and hence, we have not created any additional provision for these demands. Against the demands from the income tax
authorities, ¥81.41 million has been paid and will be received as refund if the matters are decided in our favor.

? Estimated value.

In the event that any of these contingent liabilities materialise, it could result in a material adverse effect on our
liquidity, business, financial condition, cash flows and results of operations. For further details, see
“Management’s Discussion and Analysis of Condition and Results of Operations—Contractual Obligations
and C cial i ts” and Note 29 to our restated financial statements in the section titled “Financial
Information”on pages 277 and 192, respectively.

49.  Our investments are subject to market risk and our exposure to capital markets is subject to certain
regulatory limits.

As part of our treasury management, we invest a portion of our deposits in certain long-term fixed income
securities in order to meet our SLR obligations. We also invest surplus funds out of our borrowings and operations
in such securities. As of June 30, 2016 the book value of our short-term investments was 1,955.73 million, which
accounted for 8.73% of our total net worth as of that date. These securities include government securities, bonds
carrying sovereign guarantee, bonds issued by state governments or public sector enterprises, debt mutual funds,
fixed deposits with banks and other highly rated bonds. Our investment policy prescribes investment limits for
each of these securities. Certain of these investments are unlisted, offering limited exit options. The value of these
investments depends on several factors beyond our control, including the domestic and international economic
and political scenario, inflationary expectations and the RBI’s monetary policies. Any decline in the value of the
investments may have an adversely effect on our business, financial condition and results of operations. Further,
pursuant to the NHB Directions, we are not permitted to have an aggregate exposure to capital markets (both fund
and non-fund based) in excess of 40.00% of our net worth as of the end of the previous financial year. Within the
overall ceiling, direct investments in shares, convertible bonds or debentures, units of equity-oriented mutual
funds and all exposures to venture capital funds should not exceed 20.00% of our net worth. Such restrictions may
limit our investments or access to capital, which may have an adverse effect on our business, financial condition
and results of operations.

50.  We have had negative cash flows from operations in recent periods and there can be no assurance that
such negative cash flows from operations will not recur in future fiscal periods.

Our cash outflows relating to loans and advances we disburse (net of any repayments we receive) are reflected in
our cash flow from operating activities whereas the cash inflows from funds we procure (net of any repayments
of such funds) to disburse these loans and advances are reflected in our cash flows from financing activities.
Consequently, we had negative net cash flow from operating activities of %(27,895.56) million, %(96,644.70)
million, (67,909.80) million and %(36,271.51) million in the three months ended June 30, 2016 and in Fiscal
Years 2016, 2015 and 2014, respectively, as a result of increases in our lending operations and there can be no
assurance that such negative cash flows from operations will not recur in future fiscal periods. For further details
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on our cash flows, see “Management’s Discussion and Analysis of Financial Condition and Result of
Operations— Liquidity and Capital Resources— Summary of Cash Flows” on page 270.

51.  Hedging arrangements we have entered into in respect of fluctuations in interest rates or currency
exchange rates may be inadequate and are subject to the risks of default.

As of June 30, 2016, we had foreign currency borrowings amounting to US$250.00 million (%16,124.95 million,
based on an average exchange rate of US$1.00 = %64.50), representing 5.37% of our total borrowings. We have
entered into various hedging arrangements to hedge the entire balance sheet risk on our exposure to foreign
exchange fluctuations. We also enter into interest rate swaps to reduce our risk of exposure to interest rate
fluctuations. However, there can be no assurance that our existing hedging arrangements will adequately reduce
our foreign currency exchange risk or interest rate risk, or that such hedging arrangements will protect us against
any unfavourable fluctuations in exchange rates or interest rates. Further, the relevant counterparty may fail to
perform its obligations under the hedging arrangement. If we are unable to pass on any increase in our costs due
to fluctuations in interest rates or exchange rates to our customers, it could reduce our profitability and result in a
material and adverse effect on our cash flows, results of operations and financial condition.

52.  We and our Promoter, PNB, have availed certain unsecured borrowings which may be recalled by our
lenders at any time.

As of June 30, 2016, we had availed certain unsecured borrowings aggregating to ¥142,358.98 million, of which
%57,786.87 million was long-term and ¥84,572.11 million was short-term, which may be recalled by these lenders
at any time, with or without the existence of an event of default. Our Promoter, PNB, in its ordinary course of
business also avails certain unsecured borrowings. For further details in relation to our unsecured borrowings, see
“Financial Indebtedness” on page 281. Any demand by a lender for accelerated repayment may adversely affect
our financial condition.

53.  Our management will have significant flexibility in applying proceeds of the Issue. The funding
requirement and deployment mentioned in “Use of Proceeds” have not been appraised by any bank or
financial institution.

Subject to compliance with applicable laws and regulations, we intend to use the net proceeds in the manner set
out in “Objects of the Issue” on page 85. Our funding requirements and the deployment of the proceeds of the
Issue are based on internal management estimates and have not been appraised by any bank or financial institution.
Accordingly, our management will have significant flexibility in applying the proceeds of this Issue.

54.  Our ability to pay dividends in the future will depend upon our earnings, financial condition, cash flows
and capital requirements.

The amount of our future dividend payments, if any, will depend upon our future earnings, financial condition,
cash flows, working capital requirements, capital expenditures, applicable Indian legal restrictions, any
contractual restrictions and other factors. There can be no assurance that we will pay dividends on the Equity
Shares. We may decide to retain all of our earnings to finance the development and expansion of our business
and, therefore, we may not declare dividends on the Equity Shares. Additionally, our ability to pay dividends may
also be restricted by the terms of financing arrangements that we may enter into. Dividends distributed by us will
attract dividend distribution tax at rates applicable from time to time and may be subject to other requirements
prescribed by the NHB. There can be no assurance that we will be able to pay dividends in the future.

55.  Third party industry and statistical information in this Prospectus may be incomplete or unreliable.

Neither we, nor any of the GCBRLMs, nor any other person connected with the Issue, have independently verified
data obtained from industry publications and other sources referred to in this Prospectus such as the CRISIL
Report and the IMaCS Report, and therefore, while we believe them to be true, there can be no assurance that they
are complete or reliable. Such data may also be produced on different bases from those used in the industry
publications we have referenced. Therefore, discussions of matters relating to India, its economy and the housing
finance industry are subject to the caveat that the third party and statistical data upon which such discussions are
based may be incomplete or unreliable. In addition, internal company reports may be based on a number of
variables and have not been verified by independent sources and may be incomplete or unreliable. Prospective
investors are advised not to unduly rely on the data derived from the CRISIL Report and the IMaCS Report when
making their investment decision. For further details, see “Industry Overview” on page 94.
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56.  Negative public opinion could damage our rep ion and adversely affect our earnings.

Reputation risk, or the risk to our business, earnings and capital from negative public opinion, is inherent in our
business. Negative public opinion can result from our actual or alleged conduct in any number of activities,
including lending and debt collection practices, corporate governance, and actions taken by government regulators
and community organisations in response to those activities. Negative public opinion can also result from media
coverage, whether accurate or not. Negative public opinion can adversely affect our ability to attract and retain
customers, trading counterparties and employees and can expose us to litigation and regulatory action. Although
we take steps to minimise reputation risk in dealing with our customers and communities, this risk will always be
present in our organisation.

B. EXTERNAL RISKS

I A slowdown in economic growth in India or global economic instability could result in an adverse effect
on our business, financial condition and results of operations.

Our financial performance and the quality and growth of our business depend significantly on the health of the
overall Indian economy, the GDP growth rate and the economic cycle in India. In its Monetary Policy Report for
April 2016, the RBI announced that GDP growth was 7.60% in Fiscal Year 2016. India’s GDP is expected to
decline marginally to 7.40% in Fiscal Year 2017, according to the IMF’s World Economic Outlook as of July
2016. In addition, according to the Monthly Economic Report for July 2016 prepared by the Department of
Economic Affairs, Ministry of Finance, Government of India, the Wholesale Price Index (“WPI”) headline
inflation rate for the month of July 2016 was 3.50% as compared to negative 4.10% in July 2015. In periods prior
to Fiscal Year 2016, India has experienced a slowdown in economic growth due to a variety of factors, including
unsustainably high current account deficit, capital outflows and consequent exchange rate pressures. Despite the
recent signs of an economic turnaround in the Indian economy, there is no assurance that growth will not slow
down again or that inflation will not increase further in the future. A slowdown in the Indian economy could
adversely affect our business and our customers and contractual counterparties, especially if such a slowdown
were to be continued and prolonged. In periods of high rates of inflation, our operating expenses may increase
which could have an adverse effect on our cash flows and results of operations.

We may also be affected by the financial difficulties faced by certain Indian financial institutions because the
commercial soundness of many financial institutions may be closely related as a result of credit, trading, clearing
or other relationships. This risk, which is commonly referred to as “systemic risk”, may adversely affect financial
intermediaries, such as clearing agencies, banks, securities firms and exchanges with whom we interact on a daily
basis, which exposes us to the systemic risks faced by entities operating in the Indian financial system, including
the risk of deposit runs notwithstanding the existence of a national deposit insurance scheme.

Further, in light of the increasing linkage of the Indian economy to other global economies, the Indian economy
is increasingly influenced by economic developments and volatility in securities markets in other countries. Global
slowdown of the financial markets and economies has in the past contributed to weakness in the Indian financial
and economic environment. Investors” reactions to developments in one country may have adverse effects on the
market price of securities of companies located in other countries, including India