PNB Housing Finance Ltd — FY 2026 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

PNB Housing Finance has successfully pivoted to a 99.5% retail-centric model, effectively liquidating

. . OPositive
58% of its legacy corporate book to just [400.50 Cr.
Revenue growth is increasingly driven by the high-yield "Roshni" affordable housing segment, which OPositive
expanded 61% YoY to capture the "Emerging India" market.
Financing margins expanded from 33% to 36% due to a superior product mix and the strategic shift OPositi
ositive
toward higher-yielding granular retail assets.
Reported PAT grew 18% to [2,291 Cr, though earnings quality is diluted by [205.96 Cr in provision ONeutral
reversals and non-cash upfront assignment gains.
The balance sheet remains highly leveraged with a D/E of 3.53x and a significant 43.5% increase in ONegative
ivi
borrowings from promoter PNB, signaling high concentration risk. ¢
Cash Flow from Operations (CFO) stands at a deeply negative - 8,984 Cr, indicating that aggressive ONegati
egative
loan book growth is entirely funded by external debt. .
A pivot toward a digital-first model is evident in the [B6.89 Cr intangible asset base, aimed at reducing OPositive
long-term cost-to-income through paperless onboarding.
Asset quality reached a landmark milestone with GNPA falling to 0.93%, providing a clean slate for OPositive
itiv
the new management's "Vision 1 Trillion" AUM agenda.
Governance concerns have intensified following the exit of four senior Independent Directors in a ONegative
single year and RPT liabilities reaching 91% of revenue. g
Liquidity risk is elevated with 12,922 Cr of debt maturing within 12 months, making the company ONegative
highly sensitive to interest rate volatility and refinancing availability. ¢
The outlook hinges on the seasoning of the new high-yield affordable book and the execution of a ONeutral
eutral
pilot entry into the unsecured lending segment.
Investment Stance: WATCH; while retail execution is strong, the combination of board churn, ONeutral

negative cash flows, and promoter dependency requires 2-3 quarters of seasoning.

1. BUSINESS OVERVIEW

* Business Segments: PNB Housing Finance (PNBHFL) has strategically pivoted to a granular, retail-led
model. The Retail segment now constitutes 99.54% of the total gross loan book, while the Corporate
segment is being aggressively liquidated (down 58.39% YoY).

* Revenue Drivers: Growth is primarily driven by a 16.23% YoY increase in the Retail loan book. Key sub-

segments include Prime (anchor volume driver), Emerging Markets (high-growth Tier 2/3 focus), and
Affordable (Roshni).



« Cost Drivers: Interest expenses ([5,000 Cr) are the primary cost, supported by a mix of debt securities,
public deposits, and promoter-linked term loans. Operational costs are increasingly focused on digital
infrastructure (Infinity platform).

* Industry Position: Transitioning from a "recovery story" to an aggressive "Bharat-focused" lender, aiming for
a "Vision 1 Trillion" AUM.

« Expansion Plans: Management has set a bold target for the Affordable (Roshni) and Emerging Markets
segments to constitute 50% of the retail book within two years (currently ~40%).

* New Product Entry: Shareholder approval has been obtained to enter unsecured lending, a high-beta
move intended to boost ROE toward a 15% target.

 Capacity & Presence: Massive push in the "Roshni" segment (61% book growth) and a commitment to a
100% paperless journey by FY27 to lower the Cost-to-Income ratio.

» Segment Performance: Prime saw 18% disbursement growth; Emerging Markets saw 29% growth;
Affordable (Roshni) saw 61% growth. The Corporate book was reduced to just [400.50 Cr.

2. MANAGEMENT COMMENTARY & OUTLOOK

* The strategic focus has shifted from "Balance Sheet Repair" (FY25) to "Aggressive Growth & Diversification”
(FY26).

* Management is repositioning the company to capture Tier 2/3 growth where competition from large banks is
less intense.

» The "Roshni" (Affordable) segment is being scaled rapidly, following a recalibration in early FY26, to capture
the "Emerging India" demographic.

* Entry into unsecured loans is planned to offset rising borrowing costs and seek higher yields than the
commoditized "Prime" segment.

» A"selective" restart of the corporate segment has begun with [B35 Cr in disbursements, though it remains
capped at 3% of the total book to avoid legacy default patterns.

» The company is committed to a digital-first strategy, aiming for a completely paperless customer journey by
FY27 via the "Infinity" platform.

» Management highlights the achievement of a landmark GNPA of 0.93%, the first time it has dipped below 1%.

» The "Aventurine” metaphor is used to signal a high appetite for growth and a transition to a "momentum"
phase under new leadership.

* The transition to new CEO Ajai Kumar Shukla marks a shift toward "grounded conviction" and aggressive
AUM scaling.

» Management Tone: The tone has shifted from defensive de-risking to high-conviction momentum. While the
"clean-up" phase is over, the aggressive push into high-yield affordable housing and unsecured lending,
coupled with significant Board turnover, suggests a management team that is willing to increase the risk
profile significantly to achieve ROE targets. The verdict is one of Aggressive Optimism with elevated
execution risk.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2026 Mar 2025
Revenue - 8,505.00 7,685.00
Sales Growth % 10.66 8.97
Interest 5,000.00 4,552.00
Expenses - 468.00 598.00
Manufacturing Cost % 0.00 1.24
Employee Cost % 5.72 5153
Other Cost % -0.22 1.02
Financing Profit 3,037.00 2,535.00
Financing Margin % 36.00 33.00
Other Income - 1.00 6.00
Exceptional items 0.00 0.00
Other income normal 0.52 6.50
Depreciation 66.00 56.00
Profit before tax 2,971.00 2,486.00
Tax % 23.00 22.00
Net Profit - 2,291.00 1,936.00
Exceptional items AT 0.00 0.00
Profit excl Excep 2,291.00 1,936.00
Profit for PE 2,291.00 1,936.00
Profit for EPS 2,291.00 1,936.00
Profit Growth % 18.00 28.00
EPSin Rs 87.94 74.49

Dividend Payout % 9.00 7.00



Balance Sheet ((ICrores)

Line Item Mar 2026 Mar 2025
Equity Capital 261.00 260.00
Reserves 18,959.00 16,603.00
Borrowing 71,199.00 62,310.00
Other Liabilities - 3,094.00 3,348.00
Trade Payables 15.00 18.00
Advance from Customers 0.00 87.00
Other liability items 3,080.00 3,243.00
Total Liabilities 93,512.00 82,520.00
Fixed Assets - 279.00 239.00
Building 0.00 278.17
Equipments 0.00 37.64
Computers 0.00 66.22
Furniture n fittings 0.00 20.71
Vehicles 0.00 0.31
Intangible Assets 36.89 0.00
Other fixed assets 0.00 87.56
Gross Block 0.00 490.61
Accumulated Depreciation 0.00 251.43
CWIP 1.00 16.00
Investments 2,779.00 3,381.00
Other Assets - 90,453.00 78,884.00
Trade receivables 47.00 50.00
Cash Equivalents 3,339.00 3,600.00
Loans n Advances 86,433.00 18.00
Other asset items 634.00 75,217.00

Total Assets 93,512.00 82,520.00



Cash Flow Statement (CICrores)

Line Item Mar 2026 Mar 2025
Cash from Operating Activity - -8,984.00 -8,057.00
Profit from operations 7,803.00 7,472.00
Receivables 3.00 1.00
Payables -3.00 -2.00
Loans Advances 0.00 -10,531.00
Operating investments 0.00 0.00
Operating borrowings -11,590.00 0.00
Other WC items 461.00 -125.00
Working capital changes -11,129.00 -10,656.00
Interest paid -568.00 -4,478.00
Direct taxes -5,090.00 -394.00
Cash from Investing Activity - 684.00 757.00
Fixed assets purchased -33.00 -49.00
Fixed assets sold 1.00 1.00
Capital WIP 0.00 0.00
Investments purchased 0.00 0.00
Investments sold 0.00 806.00
Other investing items 717.00 0.00
Cash from Financing Activity - 8,720.00 7,404.00
Proceeds from shares 28.00 7.00
Proceeds from debentures 0.00 2,230.00
Redemption of debentures 0.00 -1,605.00
Proceeds from borrowings 52,604.00 50,712.00
Repayment of borrowings -44,144.00 -43,741.00
Proceeds from deposits 408.00 0.00
Dividends paid -130.00 0.00
Financial liabilities -46.00 -38.00
Other financing items 0.00 -162.00
Net Cash Flow 421.00 104.00
Free Cash Flow -9,016.00 -8,106.00
CFO/OP -48.00 -108.00

3.2 Financial Analysis Summary

* Revenue grew by 10.66% to [8,505.00 Cr, primarily driven by a 16.23% YoY increase in the Retail segment
which now constitutes 99.54% of Total Gross Loans at [86,946.27 Cr, while PAT rose 18% to [2,291.00 Cr
despite a significant negative CFO of -[8,984.00 Cr caused by the expansion of the loan book.



 Financing Margin improved to 36.00% from 33.00% as the company aggressively ran down its higher-risk
Corporate book by 58.39% to [400.50 Cr, a strategic shift that allowed for a massive reduction in Corporate
Stage 1 Provisions from [250.77 Cr to [6.40 Cr, directly boosting PBT which reached [2,971.00 Cr.

 The quality of Revenue is impacted by the upfront recognition of "Profit on derecognition" from assigned
loans totaling [(8,575.04 Cr in FY26, which creates a non-cash gain on the P&L and is reflected on the
Balance Sheet as Other Assets via "Receivables on assignment” of [259.64 Cr, representing the
discounted value of future interest strips.

« Interest expenses rose to [5,000.00 Cr to support a Total Debt of (71,199.00 Cr, while Finance Cost trends
are influenced by a heavy reliance on the promoter, with Term Loans from PNB increasing 43.54% to
[7,392.29 Cr, and the Net Debt to Equity Ratio remaining elevated at 3.53.

« Liquidity risk is evident on the Balance Sheet with [11,850.18 Cr of bank term loans and [1,072.00 Cr of
debt securities maturing within one year, further complicated by a Book Overdraft of [1,982.02 Cr under
Other Liabilities, which indicates tight daily cash management despite a Net Cash Flow of [421.00 Cr.

* Loans and Advances on the Balance Sheet stand at [86,433.00 Cr, but Retail Stage 3 ECL coverage was
increased to 38.33%, even as total Impairment Loss Allowance on the P&L dropped by [205.96 Cr due to
the corporate book liquidation.

» Trade Receivables remained stable at [47.00 Cr, but 81.16% ([88.18 Cr) are "Unbilled," representing
accrued fee income not yet contractually due, contributing to the disconnect between PAT and the negative
CFOIPAT ratio of -3.92.

* Fixed Assets increased to [279.00 Cr following Capex of [83.00 Cr, while Depreciation rose to [66.00 Cr
following a conservative policy of accelerated depreciation on tech assets like networking equipment over 5
years.

» The company's ROE of 11.92% and EPS of [87.94 are supported by sophisticated "Logistic Regression”
models for credit risk, though the incorporation of forward-looking macro-economic overlays remains a high-
judgment area that can influence Net Profit volatility.

* Dividends paid of [130.00 Cr represent a Dividend Payout of 9.00%, which appears sustainable relative to
Profit from operations, but the business remains dependent on external capital as evidenced by Proceeds
from borrowings of [52,604.00 Cr to fund the negative FCF of -[9,016.00 Cr.

 Other Assets are impacted by Receivables on assignment ([259.64 Cr), which are non-cash assets that
realize only as borrowers pay EMIs; Other Liabilities are dominated by a Book Overdraft of [1,982.02 Cr
(nearly 10% of equity), indicating heavy reliance on float and tight liquidity.

» The dominant financial theme of the year is a successful pivot to a granular Retail model that boosted
PAT through provision reversals and corporate book liquidation, but leaves the company with high
short-term refinancing needs and a non-cash-heavy earnings profile.

3.3 Contingent Liabilities & Commitments

« Litigation & Tax: The company does not recognize contingent liabilities on the balance sheet but discloses
them when there is a possible obligation. Specific figures for litigation or tax disputes were not disclosed in
the provided report sections.

» Guarantees: Expected Credit Loss (ECL) is computed on financial guarantee contracts to capture off-
balance sheet credit risks.

 Capital Commitments: Not specifically disclosed in the provided annual report notes.



3.9 Earnings Quality & Forensic Checks



# Check

11

12

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing
(unbilled /
assignment)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation method
change

Exceptional items
in operating profit

Depreciation rate
vs useful life

policy

Provision
reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax
asset recognition
adequacy

RPT quantum
and trend

Impact

Profit 1 — PAT growth of 18%
decoupled from CFO due to
loan book expansion.

Neutral — receivables
decreased 6% while revenue
grew 10.6%, indicating
efficient fee collection.

Revenue 1 — upfront
recognition of interest strips
on assigned loans inflates
current period income.

Neutral — related party
receivables are less than
0.1% of total revenue.

Neutral — financial services
sector does not carry physical
inventory for sale.

Neutral — no physical
inventory valuation policy
exists for this lending
business.

Neutral — zero exceptional
items reported, ensuring profit
is derived from core
operations.

Profit { — conservative
accelerated depreciation on
technology assets reduces
reported net earnings.

Profit 1 — provision release of
[205.96 Cr directly inflates
PAT without cash inflow.

Profit | — cash tax paid
significantly exceeds P&L tax
provision, impacting liquidity.

Neutral — CWIP reduced
from [16 Cr to (1 Cr,
indicating project completion.

Neutral — tax rate remains
consistent at 22-23%,
suggesting stable deferred tax
treatment.

Neutral — high promoter
reliance for 17% of debt
ensures liquidity but increases
concentration.

Status

Evidence

PAT [2,291 Cr vs CFO -
8,984 Crin FY26.

Receivables (47 Cr
(FY26) vs [50 Cr (FY25);
Revenue (8,505 Cr.

Unbilled receivables
[B8.18 Cr; Receivables
on assignment [259.64
Cr.

Trade receivables from
related parties at [5.48
Cr.

Manufacturing cost 0%;
Inventory not applicable
to HFC business model.

Inventory valuation
policy not applicable to
financial services sector.

Exceptional items
reported as [0.00 in P&L
for FY26.

Depreciation [66 Cr;
Tech assets depreciated
over 3-5 years.

Total impairment
allowance dropped from
[1,119.36 Cr to [913.40
Cr.

P&L Tax 23% ([680 Cr)
vs Direct Taxes paid
5,090 Cr.

CWIP at [1.00 Crin
FY26 vs [16.00 Crin
FY25.

Tax rate 23% in FY26 vs
22% in FY25.

Borrowings from PNB
increased 43.5% YoY to
[7,392.29 Cr.

Notes Detail

CFO is typically negative for
growing HFCs as loans are
operating assets.

Note 5.1: Healthy aging with
only [0.12 Cr outstanding
over 6 months.

Note 2.3: Entire present value
of interest spread recognized
upfront as profit on
derecognition.

Note 24.2: Minimal revenue-
linked RPT; focus is primarily
on promoter-based borrowing.

Balance Sheet: No inventory
line item; "inventory" is
effectively the loan book.

Note 2: Accounting policies
focus on EIR and ECL models
for financial assets.

P&L Statement: Profit before
and after exceptional items
remains identical at (2,291 Cr.

Note 2.5: Straight-line method
used with accelerated rates
for networking and mobile
equipment.

Note 6.2: Corporate Stage 1
provision release of [244.37
Cr significantly boosted
bottom line.

Cash Flow Statement:
Massive tax outflow relative to
PBT suggests timing
differences or settlements.

Balance Sheet: Reduction in
CWIP suggests capitalization
of assets into the fixed asset
block.

Note 1.4: Management uses
estimates for DTA recognition
based on future taxable
profits.

Note 18.2: Promoter PNB
provides significant liquidity,
secured by 1.10x cover on
book debts.



# Check Impact Status Evidence Notes Detail

) . . ) Cash Flow Statement:
- . Profit | — dividend payout of Dividends paid 130 Cr; . .
Dividend paid vs ] Negative FCF is standard for
9% funded by borrowings as | Free Cash Flow -[9,016 . .
FCF adequacy HFCs, but dividends require

FCF remains negative. Cr. . .
external financing.
Management uses
. Profit 11 — High degree of .g . L Auditor flagged complex
Auditor KAM: . "Multinomial Logistic : .
o subjectivity in PD/LGD and O o ) forward-looking estimates as
ECL Subjectivity . Regression" for Retail .
macro-economic overlays. PD a Key Audit Matter.
Auditor KAM Profit 11 — Valuation of Level 3 instruments Auditor highlighted this as a
uditor :
. Security Receipts (SRs) lacks [ require significant Key Audit Matter due to
Level 3 Valuation . o
observable market data. management judgment. limited market data.

Neutral — High book Represents cheques issued
Book Overdraft of

Book Overdraft - . ;
o overdraft indicates aggressive [ but not presented; signals
Liquidity Signal [1,982.02 Cr (p.396). ) o
year-end cash management. tight daily liquidity.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion Type: Unqualified. * Key Audit Matters (KAMs): *
Impairment of Financial Assets (ECL): Auditor flagged high subjectivity in determining Probability of Default
(PD) and Loss Given Default (LGD), specifically the "Macro-economic overlay." Management uses a
"Multinomial Logistic Regression"” for Retail PD. * Fair Value of Level 3 Financial Instruments: Auditor
highlighted the valuation of Security Receipts (SRs) where observable market data is limited. * Derecognition
of Financial Assets: Focus on the upfront recognition of the "Interest-only strip" on assigned loans, involving
judgment on "True Sale" criteria and present value of future spreads. * Auditor Fees: Total fees of [1.62 Cr
(Parent) and [0.10 Cr (Subsidiary). Aligned with asset size (93,512 Cr).

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:==-|:==-|---:]:=-| |
Punjab National Bank | Promoter | Term Loans (Secured) | 7,392.29 Cr | High liquidity dependency | | Punjab
National Bank | Promoter | Deposits (Unsecured) | 313.39 Cr | Concentration risk | | Punjab National Bank |
Promoter | Amount Payable (Assignment) | 59.10 Cr | Operational linkage | | KMP/Senior Officers |
Management | Loans Outstanding | 5.21 Cr | Minimal value leakage | | Related Parties | Promoter Group | Trade
Receivables | 5.48 Cr | Neutral |

RPT Verdict: Monitor (0Transactions are at arm's length, but structural dependency on PNB for liquidity is a
concentration risk. Borrowings from PNB now constitute 16.97% of total borrowings (up from 14.48%). The 43%
spike in parent-led funding suggests the company cannot yet sustain its growth ambition through independent
market borrowings alone.

C. Shareholding * Promoter (PNB): 28.04% (Slightly diluted from 28.11% due to ESOPs). * Fll: 24.80% | DII:
8.10% | Public: 6.37% | Others (Carlyle/Quality Inv): 32.69%. * Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Total Directors: 7 | Independent %: 57.14% (4/7) | Women
Directors: 1 (Ms. Gita Nayyar). * Board Churn: Significant turnover with 4 Independent Directors (Sudarshan
Sen, R. Chandrasekaran, Pavan Kaushal, Nilesh Vikamsey) exiting in one year. * KMP Compensation: Specific
individual remuneration for MD & CEO and CFO not disclosed in consolidated notes. 10 employees received >
[1.02 Cr per annum. * Revenue Correlation: EBITDA (Operating Profit) grew 1.93% to [2,584 Cr. Loans to
KMP/Senior Officers stood at [5.21 Cr (no aggressive use of funds).

F. Capital Allocation & Capex | Action | FY Current (CICr) | FY Prior (OCr) | Signal | |:---|---:|---:]:---| | Dividends |
130.00 | 0.00 | ** | | Capex (Fixed Assets) | 33.00 | 49.00 | | | Net Debt Change | 8,889.00 | 7,293.00 | O] |
Book Overdraft | 1,982.02 | 1,821.39 | |



CAPEX Analytical Notes: * CFO Coverage: N/M (CFO is -[8,984 Cr). Funding gap bridged by 52,604 Cr in
fresh borrowings. * Nature: Primarily digital infrastructure. Intangible Assets rose to [36.89 Cr, reflecting the
"Infinity" platform push. * Efficiency: Revenue grew 10.66% while Gross Block (PPE) reduced, suggesting
digital assets are the primary driver. * Takeaway: Shift toward [86.89 Cr intangible base signals a pivot from
physical to digital, though execution risk remains high given previous project delays.

H. Risks * Liquidity/Refinancing (High): [12,922.18 Cr of debt matures within 12 months. Requires constant
market access. * Concentration (High): PNB provides [7,392.29 Cr in secured term loans. Withdrawal of
parent support would trigger a crisis. * Asset Quality (Medium): [B26.80 Cr of assets moved to Stage 2
based on "Qualitative SICR," signaling latent stress. * Non-Cash Income (Medium): [259.64 Cr Interest-only
strip asset. Reversal risk if borrower prepayments accelerate. * Book Overdraft (Medium): [1,982.02 Cr in
unpresented cheques indicates aggressive year-end cash management.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Retail AUM 99%-+, 61% Roshni Successful pivot to high-yield
Business Quality 4 1 .
growth granular retail segments.
. . High leverage and negative cash
Financial Health 2 = D/E 3.53x, CFO -[8,984 Cr . .
flow due to aggressive lending.
. . [205 Cr provision reversal, upfront PAT boosted by non-cash items and
Earnings Quality 3 ! . . -
assignment gains legacy provision releases.
Management & . . Significant board churn and critical
3 ! 4 1D exits, high PNB dependency _ o
Governance reliance on promoter liquidity.
Capital Allocation & 3 ROCE supported by margin Strong retail growth visibility offset by
Earnings Visibility - expansion, but debt-funded dividends fragile debt-reliant funding.

BUSINESS POSITIVES (for this company this year) * [JAsset Quality Milestone: Achieved a landmark
GNPA of 0.93%, dipping below 1% for the first time. * 0 Segmental Growth: Massive 61% growth in the
Affordable (Roshni) loan book, capturing high-yield "Emerging India" markets. * OStrategic De-risking:
Successfully reduced the high-risk Corporate book by 58.39% to just [400.50 Cr. * OMargin Expansion:
Financing Margin improved to 36.00% from 33.00% due to better product mix. * CCredit Rating: Maintained
AAA rating (CARE/India Ratings), facilitating market access.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [JCash Flow Disconnect: CFO of -
(8,984 Cr vs PAT of [2,291 Cr, indicating growth is entirely debt-funded. * OLiquidity Pressure: [12,922.18 Cr
of debt matures within 12 months, creating high refinancing risk. * Governance Churn: Loss of 4 senior
Independent Directors in a single year creates a knowledge vacuum. * (0Promoter Dependency: Borrowings
from PNB increased 43.5% YoY to [7,392.29 Cr, signaling high concentration risk. * JEarnings Quality: PAT
was significantly aided by a [205.96 Cr impairment provision reversal and non-cash assignment gains.

OVERALL SCORECARD SUMMARY PNB Housing Finance has successfully completed its structural pivot to a
retail-centric model, evidenced by superior margins and record-low GNPA levels. However, the financial profile
remains fragile due to deeply negative cash flows and a heavy reliance on promoter-linked debt to fund both
growth and dividends. While business quality is improving through granularity, governance posture is weakened
by high board turnover and earnings quality is clouded by non-cash accounting gains. The company is on a



stable but high-risk trajectory, where execution of the new "unsecured" strategy and digital transformation will
be critical.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? O Unqualified opinion (p.328)

2 Promoter pledge =0? 0O 0.00% pledged (p.397)

3 KMP pay < 5% of a Aggregate KMP pay not disclosed
PAT? but likely < (114 Cr (5% of PAT)

4 RPT quantum < 5% of a RPT Liabilities ([7,764 Cr) are ~91%
revenue? of Revenue

Board > 50%

5 O 57.14% (4 out of 7
independent? b )
At least 1 woman .

6 . O Ms. Gita Nayyar
director?

No statutory dues .
7 ) O No material defaults reported
outstanding?

8 No fraud reported? O No fraud reported by auditors

9 Audit trail enabled? O Confirmed in statutory reports
Frequent Auditor

10 O No frequent changes reported
change

Final line: "Total: 9/10 O— Governance Rating: 3"
(Rating lowered due to high RPT and Board churn)

Part C: Investor Verdict

THESIS: A high-growth retail HFC play transitioning into high-yield affordable and unsecured segments,
currently masked by non-cash earnings and promoter dependency. OVERALL STANCE: WATCH RATIONALE:
While retail execution is strong, the combination of a new CEO, high board turnover, and entry into unsecured
lending requires 2-3 quarters of seasoning. RE-EVALUATE WHEN: GNPA in the "Roshni" segment exceeds
2.0% or the unsecured pilot exceeds 5% of total disbursements. BULL CASE: Successful scaling of the
paperless journey reduces Cost-to-Income by 500bps, driving ROE to 15%. BEAR CASE: A 50bps spike in
borrowing costs or withdrawal of PNB support triggers a liquidity crunch given the [12.9k Cr near-term
maturities. KEY MONITORABLE: Unsecured Loan Pilot Size: 0% - 5% threshold.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

Resumed dividends ([135 Cr)

Capital ) ;
i following balance sheet repair
Allocation )
despite -[8,106 Cr FCF.
Financing Margin at 33%
Margin driven by the initial scale-up of
Trajectory the "Roshni" affordable
housing vertical.
. 96% of intangible IT
Working
Canital developments ([11.02 Cr)
i
p i were overdue, signaling
Anomalies .
execution lapses.
Defensive and reconstructive,
Management . L
Tone emphasizing "de-risking" and
o
"balance sheet repair.”
Stable board with 77.78%
Governance independence and a focus on
Structure remediating audit trail

deficiencies.

7.2 Persistent Patterns

Summary B Status

Maintained dividends ((130 Cr)
while pivoting capital toward high-
risk unsecured lending and -
9,016 Cr FCF.

Financing Margin expanded to
36% following a 61% surge in the
high-yield Roshni segment and
corporate liquidation.

IT projects capitalized (CWIP
down to [1 Cr), but 81% of trade
receivables are now "unbilled"
accrued income.

Aggressive and expansionary,
utilizing metaphors like
"Aventurine" and targeting a
"Vision 1 Trillion" AUM.

Board independence dropped to
57.14% following the abrupt exit
of four senior Independent
Directors in a single year.

Forensic Takeaway

Management is prioritizing
shareholder payouts and aggressive
new product entry despite worsening
cash flow deficits.

Profitability is increasingly dependent
on high-alpha, higher-risk retail
segments to maintain its upward
trajectory.

The risk has shifted from project
execution delays to a growing
reliance on accrued, non-contractual
income to support the top line.

The shift to "Aggressive Optimism"
signals a departure from conservative
mandates toward a high-momentum,
high-risk growth phase.

Massive board churn during a
leadership transition and strategic
pivot suggests potential internal
friction or a weakened oversight
environment.

« Structural Negative Cash Flow: The company continues to report massive and widening negative cash flow
from operations (-[8,057 Cr to -[8,984 Cr), indicating that growth remains entirely dependent on

continuous external debt financing.

* High Promoter Concentration: Dependency on Punjab National Bank for liquidity remains a critical trait,
with term loans from the parent increasing from 5,149 Cr to [7,392 Cr, representing a sustained

concentration risk.

» Short-Term Refinancing Pressure: A significant portion of debt (exceeding [12,000 Cr) consistently matures
within 12 months, maintaining a persistent vulnerability to credit market tightening or interest rate

spikes.

* Non-Cash Earnings Quality: Both periods show heavy reliance on "Interest-only strips" and upfront
assignment gains, which artificially inflate reported PAT relative to actual cash realization.

« ECL Model Subjectivity: The use of "Management Overlays" and complex "Multinomial Logistic Regression"
remains a Key Audit Matter, signaling that bottom-line stability is consistently reliant on subjective

management judgment.

» Aggressive Liquidity Management: The persistent use of high "Book Overdrafts" ((1,821 Cr to [1,982 Cr)
suggests a recurring practice of year-end window dressing to manage reported bank balances.

* Retail Granularization: The successful and sustained trend of increasing retail AUM (now 99.5%) continues
to insulate the balance sheet from the lumpy corporate defaults of the past.
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