Aadhar Housing Finance Ltd.
6th Annual Report
2015-16

A DHFL Group Company




Fast Actions | |mneccah|e Approach | HllllllSt Processes | Emnuwererl Team



BOARD OF DIRECTORS

f BOARD OF DIRECTORS \

r

Chief Executive Officer
Shri. Kapil Wadhawan Shri. Deo Shankar Tripathi
Chairman
Chief Financial Officer
Shri. Yogesh Udhoji

Company Secretary
Shri. Sreekanth V. N.
Shri. Bikram Sen
Director Auditors
Chaturvedi & Shah

Bankers

Bank of India
IDBI Bank Ltd.
Shri. V. Sridar HDFC Bank Ltd

Independent Director Yes Bank Ltd.
Axis Bank Ltd.

Syndicate Bank Ltd.

Bank of Baroda

Andhra Bank

State Bank of Bikaner and Jaipur

Shri. M.K.Chouhan Central Bank of India

. . South Indian Bank Ltd.
Nominee Director - IFC Lakshmi Vilas Bank Ltd.

Bank of Maharashtra
United Bank Of India
State Bank of Patiala
Punjab National Bank

. . Maharashtra Gramin Bank
Shri. G. P. Kohli State Bank of Travancore

Independent Director

Debenture Trustees
Catalyst Trusteeship Ltd
(Formerly known as GDA Trusteeship Ltd)

Foreign Partner

Mrs. Aruna Wadhawan International Finance Corporation

Woman Director

Registrar & Transfer Agents
| Link Intime India Private Ltd.

Registered Office

2nd Floor, No. 3, JVT Towers,

8th A Main Road, Sampangi Rama Nagar,
Hudson Circle, Bengaluru,

Karnataka, India- 560027,

Tel : 08022217637

Corporate Office

201, Raheja Point -1,

Nr. Shamrao Vitthal Bank,

Nehru Road, Vakola,

Santacruz (E), Mumbai - 400055
Phone: 022-39509900

Fax: 022-39509934

Website: www.aadharhousing.com

www.aadharhousing.com




Content

Message from the Chairman

Message from the CEO

OurReach

Branches and Locations

Board’s Report

Independent Auditor’s Report

Balance Sheet

Statement of Profit and Loss

Cash Flow Statement

Financial Statements

Aadhar @ Market

www.aadharhousing.com




MESSAGE FROM THE CHAIRMAN

Dear Shareholders,

Aadhar completes its 5th year of successful
operation, registering yet another year of
consistent growth and creating favourable impact
inthe segment it operates. The theme the Company
chose to propel itself forward , “Wings of Fire’ could
be seen in galvanising the team into action, leading
to a landmark disbursement during the financial
year of Rs.1000 crores of home loans to the lower
and middle income segment of India. The loan book
as at the end of March 2016 stood at Rs. 1810 crores
. The sustained robust growth in the loan book
along with a strong asset quality affirms the sound
process guidelines and compliance models, which
have cornerstones of Aadhar’s work culture.

Demand for home ownership by lower and middle
income segments across tier Il to tier IV segments
as well as new suburbs of major metros are on a
strong growth path. This is driven by rising
disposable income, individual income tax benefits,
increasing penetration of financial services and
changing demographic profile. A huge market is
waiting to be explored for players who develop

innovative business models in extending credit to
different tiers within the LMI segment with varied
needs and capabilities. This market has therefore in
the recent time attracted new lenders including
micro finance companies, NBFCs and Small Finance
Banks getting ready to launch.

Aadhar has already set out on its path to become a
company to reckon with and to create maximum
impact in the lives of families in the segment it
operates in. Its current reach in 13 states with 500
locations will be further increased to bolster the
ambitious growth plan to gain its rightful share in
the growing pie.

Aadhar, with its strong parentage of DHFL, follow a
Group Strategy to remain future ready through
innovation, anticipating emerging consumer
expectations and maintaining technological
advancements. We remain committed to better
customer experience at all times. This year, Aadhar
will undergo a major technological advancement
with the launch of Tech 2.0 initiative. The new
technology platform will not only help Aadhar to
make faster decisions but also help customers the
enhanced convenience to access our services.

Aadhar will remain thankful to NHB our Regulator,
our bankers and stakeholders for their continuous
support and cooperation in enabling Aadhar to
pursue a mission to help home ownership for
people in the LMI segment in the most
underpenetrated markets of the country. As thrust
to promote affordable homes gains momentum
with significant policy initiatives coming from the
Government, Aadhar with its distinct focus on this
segment will stand out as a company with cause
among HFCs.

Sincerely,

Kapil Wadhawan
Chairman of the Board
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DearAll,

The financial year 2015-16 has been an important
one for Aadhar for its noteworthy performance in
all parametres. The company has not only crossed
landmark disbursement of 1000 crores adding
15500 new accounts during the year clocking close
to 100% YoY growth butalso managedto doitwith
astrong hold on compliance and maintaining a low
level NPA of 0.49%. Aadhar’s loan book has also
grown at the rate of 86% (from 973 Cr in March 15
to 1810 Cr in March 16) with an average ticket size
of 6.6 lakhs. This is a very important achievement
which reinforces our faith on the growth
opportunity inthe lowerincome segment of India.

This year, Aadhar entered 4 new states, marking its
footprint in 13 states (Rajasthan, Maharashtra
West Bengal, Odisha, Bihar, Chhattisgarh, MP, UP,
Punjab, Haryana, Uttarakhand, Gujarat and
Jharkhand) of India with an impressive network of
101 branches serving more than 500 locations
from 62 branches serving 270 locations last year.
With this expansion, Aadhar now covers parts of

MESSAGE FROM THE CEO

India which houses 72% of total Indian population.
Out of top 15 states consisting 89% of housing
shortage in low income segment, Aadhar now
operates in 11 of them (consisting 67% of housing
shortage). This widespread network is an
important achievement which comes at a time
when Govt. policies like ‘Housing for all by 2022’
and ‘Pradhan Mantri Awaas Yojana’ have started
taking shape and Aadharisempowered andin sync
toreachthe next level of growth.

Considering the huge demand for housing units
and housing finance in the informal segment,
Aadhar has launched a special product to fulfill the
dreams of home ownership of large sections of low
income group who are generally not able to
provide proper proof ofincome.

Connecting with people have been a key aspect in
Aadhar’s growth story and apart from launching
segment specific products, Aadhar has created
strong awareness amongst its segment on housing
finance and related topics through its ground level
awareness drives and have reached around
2,00,000 people through more than 4600 ground
level awareness activities conducted in different
parts of India during the year. Seeing the growth in
smartphone penetration and rising internet users,
Aadhar has initiated out of the box, cost effective,
digital and mobile based campaigns to reach more
and more people with its offerings. Innovative
customer referral and loyalty based initiatives
have also been launched and will be improvised
upon with new learnings as we move ahead.

The company has put in place robust policies and
processes to cover the entire lifecycle of the
customer, right from on-boarding to final
settlement of the loan account. The performance
review of each product in various geographies is
also done from risk point of view and periodic fine
tuning is done in the policy and control measures
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MESSAGE FROM THE CEO

pased on the findings. Independent review of the
branches are also done by independent internal
audit as well as cross branch snap audit on the total
generated portfolio.

On the collections front, the team has shown
immense potential in keeping the NPA levels low
and this has been possible through their strong
focus and connect with the customers at the
ground level.

Customer service is given utmost importance in
Aadhar and the most important part of ensuring
good customer experience is to take regular
customer feedback and strong grievance redressal
mechanism. Aadhar ensures that all customer
feedback and grievances are considered/resolved
inshortest possible time.

Aadhar’s loan book is expected to reach 3500
crores by March 2017. This will be befitting this
year’s theme ‘Udaan’ which | feel each Aadhar
member is poised to achieve through his/her true
potential.

Team Aadhar is now a strong family of more than
500 on roll employees and they have undergone
168 mandays of training this financial year which
will increase considerably as Aadhar adds more
and more to the family. 28 management trainees
have been inducted in the system in various

functions and are being groomed to take on
managerial roles in near future. Aadhar has also
launched exclusive talent retention schemes to
cater to the growth needs of its staff. There are
few other milestones that Aadhar has set out to
achievethisyear:

e Opening 37 new branches in Chattisgarh(2),
West Bengal(1), Gujarat(5), Maharashtra(6),
MP(10), Rajasthan(4), UP(7) and Himachal
Pradesh(2).

Increasing no. of locations served to 700+.

Increasing disbursement from 1000 crores to
2000 crores.

Adding 28000 new customers.
e Increasingtheloanbooksize to 3500 Cr.

We express our sincere thanks and gratitude to our
regulators, National Housing Bank, Members of
the Board, DHFL, IFC, our bankers, stakeholders,
NCD holders and all Aadhar employees for their
continued supportand cooperation.

Sincerely,

Deo Shankar Tripathi
Chief Executive Officer
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OUR REACH
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WINGS OF FIRE (2015-16)
@ 13 States

® 102 Branches

® More than 470 active locations
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Madhya
Pradesh

BRANCHES AND LOCATIONS

BRANCH

INDORE

LOCATIONS

BADWAH, SANAWAD

PITHAMPUR

MHOW, SENDHWA, BETMA, DHAMNOD

DHAR

KUKSHI, MANAWAR, RAJGARH, DEPALPUR, GHATABILLOD

UJJAIN

NAGDA, BADNAWAR, BRANAGAR, AGAR & SUSNER, MAHIDPUR, TARANA

DEWAS

BAGLI, SONKATCH, CAPDA, HATPIPLIYA, MAXI

BHOPAL

ASHTA, SEHORE, RAISEN

MANDIDEEP

UDAIPURA, NASRULLAGANJ

JABALPUR

KATNI

GWALIOR

TEKANPUR, DABRA, DATIA

KHANDWA

KHARGON, BURHANPUR, MAHESHWAR/KASRAWAD/BHIKANGAON

RATLAM

MANDSAUR, NEEMUCH, JAORA

SHUJALPUR

SHAJAPUR, KALA PIPAL, AKODIYA, SARANGPUR, PACHOR

SAGAR

CHATARPUR, BINA, RAHATGARH, DAMOH

VIDISHA

GANJBASODA

HOSHANGABAD

ITARSI, BETUL, PIPARIYA, BUDNI

NARSINGPUR

GADARWADA, KARELI

REWA

SATNA

GUNA

SHIVPURI, BIORA, RAJGARH, ASHOK NAGAR

Uttar
Pradesh

LUCKNOW

SITAPUR, BARABANKI, HARDOI

KANPUR

KANPUR DEHAT, RANIA+SACHENDI, DIBYAPUR+AURIYA

VARANASI

MUGHALSARAI, AZAMGARH, JAUNPUR, BHADHOHI

ALLAHABAD

MIRZAPUR, SULTANPUR

MEERUT

MUZAFFARNAGAR, KHATAULI, MAWANA

GHAZIABAD

GHAZIABAD

BAREILLY

SHAHAJAHANPUR, PILIBHIT, BADAYUN

GORAKHPUR

GORAKHPUR

FAIZABAD

BASTI, GONDA, RAEBARELI

UNNAO

UNNAO

HAPUR

HAPUR

SAHARANPUR

SARSAWAN, NAKUR, GANGOH

ALIGARH

HATHRAS, KHURJA/SIKANDRA, BULANDSHAHR

NOIDA

NOIDA

MODINAGAR

MODINAGAR

LONI

LONI

MORADABAD

RAMPUR, GAJRAULA, CHANDAUSI, AMROHA

AGRA

DHOLPUR, TUNDLA

JHANSI

LALITPUR

MATHURA

VRINDAWAN, KOSIKALAN

Jharkhand

RANCHI

RAMGARH, HAZARIBAGH

JAMSHEDPUR

GHATSILA

DHANBAD

BOKARO, CHAS

West Bengal

HOWRAH

KHARAGPUR, MIDNAPUR, BIRATI, NAIHATI, BAGNAN, CHANDANNAGAR, TARAKESWAR

ASANSOL

KULTI, RANIGANJ, PURULIA

BARRACKPORE

KRISHNANAGAR, RANAGHAT, HABRA

BARUIPUR

HALDIA, LAKSHMIKANTAPUR, SONARPUR, JAYNAGAR

DURGAPUR

BANKURA

BURDWAN

SURI, KATWA, BOLPUR

Bihar

PATNA

HAJIPUR/SONEPUR, GAYA

BHAGALPUR

NAOGACHIA

MUZAFFARPUR

MUZAFFARPUR

Chhattisgarh

RAIPUR

DHAMTARI, MAHASAMUND, TILDA, BHATAPARA, ABHANPUR, BALODA BAZAR

BHILAI

DURG, RAJNANDGAON, KAWARDHA, BEMETRA, BALOD

BILASPUR

MUNGELI, AKALTARA, RAIGARH, AMBIKAPUR

KORBA

CHAMPA

Odisha

BHUBANESWAR

PURI, CUTTACK, DHENKANAL, KHURDA/JATNI, BERHAMPUR, PARADEEP, ANGUL

BALASORE

BHADRAK, JAJPUR RD.

SAMBALPUR

ROURKELA, SUNDERGARH, RAJGANGPUR, BIRMITRAPUR, BARGARH, BOLANGIR, JHARSUGUDA

Gujarat

AHMEDABAD

MEHSANA, GODHAVI, GANDHINAGAR/MANSA, VIRAMAGM, KADI/kalol, KALOL,
SNANAND, BAVLA, BAGODRA, DHANDUKA

SURAT

NAVSARI, BARDOLI

RAJKOT

JAMNAGAR, JUNAGADH, AMRELI, PORBANDAR, MORBI, VERAVAL

BARODA

HALOL, KALOL, BHARUCH, ANKELSHWAR, GODHRA

HIMMATNAGAR

PALANPUR, VISNAGAR, VIJAPUR, PATAN, MODASA, IDER, PRATIJ, KHIEDBRAHMA

SURENDRANAGAR

LIMBDI, CHOTILA, DHRANGDHRA, PATDI, HADWAD

VAPI

VALSAD, UMBERGAON

BHAVNAGAR

PALITANA, TALAJA, MAHUVA

NADIAD

ANAND/BORSAD, MEHMDAVAD, THASRA, DAKOR
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BRANCHES AND LOCATIONS

BRANCH LOCATIONS

JAIPUR SIKAR, JHUNJHUNU, CHURU, RINGAS/SRI MADHOPUR, PHULERA/CHAKSU, CHOMU, DAUSA, BASS
JODHPUR BARMER/SIROHI, NAGAUR, BALOTRA, JALOR, PALI, SHRIGANGANAGAR
KOTA UNDI, TALERA, BARAN, KHANPUR, JHALAWAR- JAHLRAPATAN, BHAWANI MANDI, RAMGNAJMAND
SANGOD, KANWAS, KETHUN-KESHURAI PATAN
- UDAIPUR DUNGARPUR, BANSWARA
Rajasthan AIMER KISHANGARH, NAZIRABAD, BEAWER, VIJAY NAGAR
ALWAR BEHROR, RAMGARH, KHIRTAL/KISHANGARG, BHIWADI/NIMRANA
BIKANER NOKHA, KOLAYAT, DUNDARPUR/LUNKARAN
BHILWARA CHITTORGARH
KANKROLI AMETH, BHIM, DEOGARH, RAILMARGA/RAJSAMAND, SARDARGARH/KANKROLI
NAGPUR WARDHA, YAVATMAL, GONDIA, BHANDARA
NASHIK MALEGAON, MANMAD, NANDGAON, YEOLA, SATANA, SINNAR
AURANGABAD JALNA, PARBHANI, NANDED
PUNE BARAMATI, INDAPUR, DAUND, SASVAD, KHED, VADGAON
PANVEL KHED, DAPOLI, KHOPOLI, PEN, MAHAD, CHIPLUN, ALIBAG
Maharashtra KALYAN BHIWANDI, AMBERNATH, BADLAPUR, NERAL, KARJAT, WASIND, SHAHAPUR
AKOLA AMRAVATI, WASHIM, HINGOLI
DHULE JALGAON, BHUSAWAL, BULDHANA, NANDURBAR
AHMADNAGAR BID
SOLAPUR SOLAPUR, OSMANABAD, LATUR
SATARA SANGLI, KARAD, VAL, VADUJ, PETH, MIRAJ
KOLHAPUR RATNAGIRI, SINDHUDURG
RUDRAPUR RAMNAGAR, GADARPUR, BAZPUR, KASHIPUR, KICHCHA
HARIDWAR ROORKIE, BHAGWANPUR, RISHIKESH
Uttarakhand HALDWANI PANTHNAGAR, LALKUAN, BHOWALI, BHIMTAL
DEHRA DOON SAILAKUIN, PREMNAGAR, VIKAS NAGAR, DOIWALA, HERBERTPUR
CHANDIGARH RUPNAGAR, MOHALI, KHARAR, BASSI, KHANNA, FATEHGARH SAHIB
LUDHIANA MOGA, FIROZPUR
JALANDHAR PHAGWARA, NAWANSHAHAR, HOSHIARPUR, KAPURTHALA
Punjab AMRITSAR GURDASPUR, PATHANKOT, TARN TARAN
BATHINDA MANSA, BARNALA, MUKTSAR, FARIDKOT
PATIALA SANGRUR
AMBALA YAMUNANAGAR, KURUKSHETRA, KAITHAL
PANIPAT KARNAL, SONIPAT
HISAR JIND, FATEHABAD, SIRSA
Haryana FARIDABAD PALWAL, REWARI, MEWAT, SOHNA
ROHTAK BHIWANI, JHAJJAR

® 13 States ® 102 Branches ® More than 470 active locations
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BOARD’S REPORT

Board's Report for the financial year 2015-16

Your Directors have great pleasure in presenting the 6th Annual Report together with the audited Financial
Statements of the Company for the year ended 31st March, 2016.

The Company, Aadhar Housing Finance Limited was incorporated on 3rd May, 2010 with equity participation from Dewan
Housing Finance Corporation Ltd. (DHFL), DHFL Vysya Housing Finance Ltd. and International Finance Corporation (IFC),
USA. The company received Certificate of Registration under Section — 29A of the National Housing Bank (NHB) Act, 1987
on 11th August, 2010 to carry on the business of housing finance institution without accepting public deposits.

Housing Finance Sector Scenario and Future Prospects:

Over the years, Housing Finance Companies have played a vital role in the Indian economy and are gaining market
shareinthe housing loan segment. Government has been at the forefrontin pushing India's housing sector. Many new
initiatives and policies have been introduced. The Housing for all by 2022 initiative announced by the Government,
has opened up vast opportunities to Housing Finance Companies(HFCs), particularly to HFC's operating in low
income housing space stand to gain a lot through this initiative. Housing for all by 2022 is aimed at strengthening the
complete eco system with intervention both in supply and demand side. The Credit Linked Subsidy Scheme (CLSS) is
initiated in order to expand institutional credit flow to the housing needs of urban poor. The Scheme will be provided
on home loans taken by eligible urban poor in Economically Weaker Section (EWS) / Lower Income segment for
acquisition or construction of house. Your Company has executed MOU with NHB under this Scheme for availing the
subsidy during the year under report.

Subsidy under Pradhan Mantri Awas Yojana:

Government of India took a major step towards ensuring that people can own a house within their financial capability.
Pradhan Mantri Awas Yojana, previously known as Housing for All scheme, is launched with a bold vision of providing
affordable housing solutions for all Indian citizens. Launched on June 25, 2015, the primary aim for this Yojana is to
ensure that 2 crore houses are built across nation’s length and breadth. The estimated completion year for the scheme
is 2022, which means that these 2 crore homes will be constructed over a period of 7 years. Your company has already
registered subsidy claimto the tune of 571.77 lakhs for 443 customers for the year 2015-2016 under the scheme.

Business Overview & Operations of the Company:

Aadhar started on the mission “Wings of FIRE” (theme set for the FY 2015-16) with the objective of creating an
ecosystem of ‘Fast Action’, impeccable Approach’, ‘Robust Processes’ and ‘Empowered Team’ within the organisation
which resulted in acquisition of 15500 new customers and 1000 crores of loan disbursement. From 62 branchesin 9
states, Aadhar increased its presence to 102 branches in 13 states reaching more than 500 locations of India. The
Aadhar team also grew stronger and crossed 500 employees. The report captures the strides made on different
parameters during the year in meeting the objectives of the stated mission.

Aadhar established 40 new branches — Nagpur, Nashik, Aurangabad, Pune, Panvel, Kalyan, Rudrapur, Haridwar, Dhar,
Mandideep, Chandigarh, Ludhiana, Jalandhar, Amritsar, Bhatinda, Panipat, Hisar, Faridabad, Akola, Dhule,
Ahmadnagar, Solapur, Satara, Kolhapur, Kankroli, Gorakhpur, Unnao, Hapur, Noida, Modinagar, Haldwani, Dehradun,
Durgapur, Shujalpur, Vidisha, Narsingpur, Patiala, Ambala, Rohtak and Ajmer in 4 new states — Maharashtra, Punjab,
Haryana and Uttarakhand taking the total branch countto 102.

Theloan book stood atRs. 1,811 Crores with a total customer base of 30,000 customers as on 31st March, 2016.

The mission, “Wings of FIRE” was also synchronised with conducting of large scale customer awareness programs
with higherimpact and more reach. Over 4600 awareness drives of the following types, designed to foster higher level
of interaction and problem solving amongst lower income segment, were conducted across the length and breadth of
the country - Aadhar Parichay, Aadhar Sanyog, Home Loan Utsav Camp, Market Combing Drive, Paramarsh Shivir,
Builder/ Broker Meet and Aadhar Awaas Mela. These activities reached out to more than 2,00,000 people and

www.aadharhousing.com




BOARD’S REPORT

received unprecedented response from the masses establishing Aadhar as a strong brand iniits segment.

Aadhar will continue its mission to strengthen its potential to serve its core objectives of serving the underprivileged. With
the opening up of new opportunities in the affordable loan segement ably enabled by policy initiatives at the national
level, Aadhar is set to gain from promising environment and will have wider opportunities to develop its business.

Financials:

A summary of financial statements and profitability for the year ended 31st March, 2016 are given below for the

information of members of the Company: (Rs. in Crores)

Particulars FY 2015-16 FY 2014-15

Total Income from Operations 216.00 122.00
Less:
Total Expenditures 187.00 113.26
Profit before Taxes 28.96 8.74

Provision for Taxes 10.28 2.95

Profit after Taxes 18.68 5.79

Appropriations:
Transfer to Special Reserve under NHB Act 7.00 1.26
Retained Profits 11.56 4.41
Earnings per share — Basic/Diluted 1.87 0.58

Profitability:

The Company made all efforts to improve the profitability during the year under Report. Profit before tax increased
from Rs. 8.74 crores (last year) to Rs. 28.96 crores as on 31st March, 2016, registering a growth of 231%. However,
profit after tax stood at Rs. 18.68 crores as against Rs. 5.79 crores, registering a growth 0f 222.62%. This is due to a new
directive issued by National Housing Bank for providing deferred tax liability on Special Reserve and our company has
made a provision of Rs. 12.22 Lakhs as on 31st March, 2016.

Resource Mobilisation

Your Company’s resource planning policy is under the control of the Board. The Company has vide special resolution
passed by shareholdersonJuly 31,2015, under Section 180(1)(c) of the Companies Act, 2013, authorised the Board of
Directors to borrow money upon such terms and conditions as the Board may think fit in excess of aggregate of paid
up share capital and free reserves of the Company up to an amount of Rs 5,000 crore and the total amount so
borrowed shall be within the limits as prescribed under the Housing Finance Companies (NHB) Directions, 2010.

Your Company continued to use a variety of funding sources to optimise funding costs, protect interest margins and
maintain a diverse funding portfolio which further strengthened its funding stability and liquidity needs. Your Company
continued to keep tight control over the cost of borrowings through negotiations with lenders and thus, raised
resources at competitive rates from its lenders while ensuring proper asset liability match. The weighted average
borrowing cost as at March 31, 2016 was 9.98% as against 10.67% in the previous year. As at March 31, 2016, your
Company’s sources of funding were primarily from banks and financial institutions (62%), followed by non-convertible
debentures (27%) and commercial papers (11%). Your Company continues to gradually reduce its reliance on the
borrowings from banks and financial institutions and focus on capital market instruments with lower funding costs.

Another strategy adopted to keep a balanced ALM was to enter into strategic partnership with banks that are keen on
good-quality assets and assign long-tenor receivables to them at mutually beneficial terms.

Loans from Banks:

As part of its liability management, your Company endeavours to diversify the sources of its resource base in order to
achieve an appropriate maturity structure and minimise the weighted average cost of borrowed funds.

Your Company continued to leverage on its long term relationship with banks and have raised additional term loans
from banks to the extent of Rs 298 crore during the year at competitive rates available in the market.

www.aadharhousing.com




BOARD’S REPORT

Non-Convertible Debentures (NCDs):

Your Company continues to issue fully Secured Redeemable Non-Convertible Debentures on private placement basis.
Pursuant to the Special resolution passed by the Members of the Company at the 31st Annual General Meeting held
on July 31, 2015 and the Board approved Policy for private placement of Non-Convertible Debentures (NCDs)
formulated as per the guidelines issued by National Housing Bank, your Company issued Secured Redeemable Non-
Convertible Debentures (the ‘Debentures’) amounting to Rs 299.20 crore to various investors, including banks,
mutual funds and financial institutions by way of issue of NCDs. The outstanding balance of Debentures as on March
31, 2016 amounts to Rs 444.20 crore. The proceeds of the aforesaid issue were utilised for making disbursement to
meet the housing finance requirements of the borrowers of the Company, as well as for general corporate purposes.
Debenture Trust Agreement(s) in favour of GDA Trusteeship Limited for the aforesaid issues were executed.

Your Company has duly paid the interest due on the aforesaid Debentures on time. The Company’s NCDs have been
assigned the rating of “CARE AA+ (SO) ” by Credit Analysis and Research Limited (CARE) and “BWR AA+ (SO)” by
Brickwork Ratings India Private Limited (Brickwork).

Your Company being Housing Finance Company is exempted from the requirement of creating Debenture
Redemption Reserve (DRR) in case of privately placed debentures. Since the Debenture issues of the Company till
date are through private placement, no DRR has been created.

Commercial Paper:

The Commercial Paper (CP) programme of your Company have been assigned the rating of CRISIL A1+ (A One Plus) by
Credit Rating and Information Services of India Limited (CRISIL). As at March 31, 2016, Commercial Papers
outstandingamount stood atRs 172.72 crore.

Nature of borrowing CARE Brickworks CRISIL

commercial paper - - CRISIL A1+

NCDs CARE AA+(SO) BWR AA+(SO) (Stable) -
Long-term bank loans CARE AA+(SO) - -

Security Coverage for the Borrowings:

The security details of the aforesaid secured borrowings made by the Company are mentioned at Note No.4.1and 4.2
inthe Notes to accounts forming part of the audited financial statements for the yearended March 31, 2016.

Capital Adequacy:

As required under National Housing Bank Directions, your Company is presently required to maintain a minimum
capital adequacy of 12% on a stand-alone basis. The following table sets out Company’s Capital Adequacy Ratios as at
March 31,2014, 2015 and 2016.

As on March, 31

2016 2015 2014
Capital Adequacy Ratio 14.93% 17.72% 33.12%

Particulars

The Capital Adequacy Ratio (CAR) of your Company was at 14.93% as on March 31, 2016, as compared to the
regulatory requirement of 12%. In addition, the National Housing Bank Directions also requires that your Company
transfers minimum 20% of its annual profits to areserve fund, which the Company has duly complied with.

Non-performing Assets And Provisionsfor Contingency:

Your Company adhered to the prudential guidelines for Non-Performing Assets (NPAs), under the Housing Finance
Companies (NHB) Directions, 2010, as amended from time to time. The Company did not recognise income on such
NPAs, and further created provisions for contingencies on standard as well as non-performing housing loans and
property loans, in accordance with the National Housing Bank Directions, 2010. The Company has also made
additional provisions to meet unforeseen contingencies. The following table set forth Company’s gross NPAs, net
NPAs, cumulative provisions and write-offs for the periodsindicated:
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in Crores except 9

As on March, 31

2015
Gross Non-Performing Assets 4.59
% of Gross NPA to Total Loan Portfolio 0.47%
Net Non-Performing Assets 3.8
% of Net NPA to Total Loan Portfolio 0.39%
Total cumulative provision loans and other assets 0.79
Write-off -

Particulars

Investments:

The Investment Committee constituted by the Board of Directors is responsible for approving investments in line with
the policy and limits as set out by the Board. The investment policy is reviewed and revised in line with the market
conditions and business requirements from time to time. During the year, the Investment policy was reviewed and
revised by the Board of Directors. The decisions to buy and sell up to the approved limit delegated by the Board to the
Investment committee consisting of Company’s senior executives. The investment function is carried out primarily to
support the core business of housing finance to ensure adequate levels of liquidity and to maintain investment in
approved securities in respect of public deposits raised as per the norms of National Housing Bank. Considering the
time lag between raising of resources and its deployment, the surplus funds are generally being parked with liquid
fund schemes of mutual funds and short-term deposits with banks. During the year, your Company earned Rs 10.52
crore by way of income from mutual funds & other operations and Rs 1.15 crore by way of interest on deposits placed
with banksand bonds.

Information Technology:

Your Company had initiated a technology transformation programme (Tech2.0) in association with IBM to support
Company’s growth, improve operational efficiency and optimise costs through the use of technology. This
programme is expected to establish a scalable and flexible technology landscape, improve customer centricity, enable
faster decision making through automation and analytics, thereby taking the technology platform to a new level. Your
Company aims to align its technology landscape to evolving business needs, which would support the Company in its
growth targets.

Under Tech2.0, your Company plans to replace its legacy systems and business application platforms with proven
commercial-off-the-shelf products, which would provide best fit solutions to the business functions. Your Company
has further upgraded its existing information technology infrastructure by increasing network bandwidth and
bringingin new servers for the core applications, thereby improvingits performance.

Insurance:

Your Company has insured its various properties and facilities against the risk of fire, theft and other perils, etc. and
has also obtained Directors’ and Officers’ Liability Insurance Policy, which covers the Company’s Directors and Officers
(employees in managerial or supervisory position) against the risk of financial loss including the expenses pertaining
to defense cost and legal representation expenses arising in the normal course of business.

Moreover, your Company has obtained money policy to cover ‘money in safe and till counter and money in transit’ for
the Company’s branches and various offices. All the vehicles owned by the Company are also duly insured.

Your Company also has in place a mediclaim policy for its employees and their dependent family members, group
term life and group personal accident policies, which provide uniform benefits to all the employees.

Asset Liability Management Committee (ALCO):

The Asset Liability Management Committee (ALCO) lays down policies and quantitative limits that involve assessment
of various types of risks and shifts in assets and liabilities to manage such risks. ALCO ensures that the liquidity and
interest-rate risks are contained within the limits laid down by the NHB. The Company has duly implemented the
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NHB’s Asset Liability Management Guidelines.
National Housing Bank Guidelines:

The Company has complied with the provisions of the Housing Finance Companies (NHB) Directions, 2010, as
prescribed by NHB and has been in compliance with the various Circulars, Notifications and Guidelines issued by
National Housing Bank (NHB) from time to time. The Circulars and the Notifications issued by NHB are also placed
before the Audit Committee / Board of Directors at regular intervals to update the Committee/ Board members on the
compliance of the same.

Related Party Transactions:

There were no materially significant related party transactionsi.e. transactions of material nature, with its promoters,
directors or senior management or their relatives etc., that may have potential conflict with the interest of company
at large. Transactions entered with related parties, as defined under the Companies Act, 2013 and provisions of
Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 during
the financial year 2015-16 were mainly in the ordinary course of business and on an arm’s length basis.

Prior approval of the Audit Committee is obtained by the Company before entering into any related party transaction
as per the applicable provisions of Companies Act, 2013 and Securities and Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations, 2015. As per the provisions of Section 188 of the Companies
Act, 2013, approval of the Board of Directors is also obtained for entering into related party transactions by the
Company. A quarterly update is also given to the Audit committee and the Board of Directors on the Related Party
Transactions undertaken by the Company for their review and consideration.

The details with respect to the related party transactions are mentioned in the notes to the audited (standalone)
financial statements. The Policy on Related Party Transactions as approved by the Board is uploaded on the
Company’s website. None of the Directors have any pecuniary relationships or transactions vis-a-vis the Company.

Technical Policy and Process Implementation and Adherence:

Your company has drafted, finalised and implemented a number of Technical Policies and Processes which prove as a
baseline to Technical Deviations which are encountered in various regions. These Policies are prepared with taking
into consideration the views and suggestions of the Functional Head of various departments, the deviations that are
encountered by our Technical team and also the views of the RBH, if any. These Policies mainly cover the deviations
which are observed or faced for every alternate case by our Technical team for which Superior Authority approvals are
required. Policies are finalized by visiting the concerned region on personal basis, visiting and scrutinising the
properties therein and then arriving at a conclusion. These Policies are then implemented in the system and explained
to the team via con-call or training sessions so that they are adhered to while scrutinization of various properties.
Technical valuation and inspection of the property financed by us is primarily done by our in-house team.

Technical - Vendor Management and Cross analysis Monitoring:

The company has empanelled several technical agencies to assist us for Technical visits in spoke locations for better
productivity and TAT. For this process, the company has prepared an Empanelment process policy according to which
a certain vendor should meet all the requirements stated in the process note to be empanelled with the company.
Most of the empanelled vendors are pioneers in the valuation industry. The company also conducts cross analysis .i.e.
Post Disbursement Valuation of our internal technical team members so as to have a double check on the judgement
of ourinternalteam members in terms of property valuation. This exercise is executed on Quarterly basis.

Technical - Digitization and MIS:

The company has proposed certain optimum changes in the Online TSR (Technical Scrutiny Report) updation system
which, when implemented, will cut short on the TSR updation process time by almost 50%. The company isin process
of implementing TSR Mobile application which will enable Technical Officers to update online reports on the move
resulting in capturing real time TAT. Incentive schemes have been launched to motivate our Technical Officers to
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compete on a larger scale within the team itself. Winners have been acknowledged and rewarded as per the
parameters. Periodical evaluation of technical managers as per performance is carried out to maintain productivity
standards.

Project Approval (APS):

Till date a considerable number of Projects have been inwarded for APS / Tieup purpose. While inwarding a file for
APS, the Technical Officers carry out a detailed background check of the builder/developer, verify the original
documents and only with all positive findings, the file is forwarded for project approval. This simplifies the process of
financing for flats in the same project.

Strong Credit Underwriting Framework:

The credit evaluation and credit portfolio management methodologies are designed to ensure consistent
underwriting standards. The risk management techniques and processes enable early identification of problematic
loans. This includes early default analysis, product analysis and probability of default. The company works with strong
analytic data to leverage areas of opportunity in Highly Competitive industry scenario.

Efficient Process and Cost Maximization :

The company is constantly working towards enhancing efficiencies and eliminating wastages. We leverage
technologies to speed up processes like central processing of salaried profile of customer’s loan application and focus
by of optimizing resources. Besides, the company has put lot of emphasis on training across hierarchy in line with
evolving customer aspiration. Our well designed systems with proper checks and balances enable the credit approvals
by the correct authority and complete digitalization of credit decision process without movement of physical files.

Sound Asset Quality Management :

The company has a strong retail book with a large customer base. The underwriting skills and well-built system further
reduce our risk. As the company sources majority of the customers though branches, it is able to maintain a high level
of customer quality checks. The credit underwriting teams are well trained and verification processes are well aligned
to the target customer segment in affordable housing industry. Each proposal passes through the maker and checker
mechanism and credit decisions are taken in a committee based approach to ensure proper transparency. The
company has a very high level of compliance hence has an in-house technical team to evaluate the properties to
finance and ensure proper compliances and correct valuation of the security under mortgage.

Well defined Decision Making Process:

The operational architecture of the company is a well-balanced system of centralized and decentralized decision
making process. The wide distribution network, coupled with insights of local customer needs has enabled the
company to provide relevant financial products to the customers. Clearly defined credit authority to make decisions
on loan amount, in house appraisals and technical evaluation, credit analysis in even at the smallest location is
distributed in the structure; and is meticulously monitored; bringing in accountability and responsibility at every level.

Continuous Risk Review and Monitoring

The company is continuously strengthening the capabilities of the teams and processes and the overarching
governance framework for sustainable growth. For the assurance of strong governance framework, the company
continuously monitors the processes and level of compliances through cross branch monthly snap audit, internal
audits, hind sighting of quick mortality cases and risk review meetings.

Collections / Recovery:

The Company has established a robust collection process with a strong commitment to timely action. Robust internal
process controls are set up whereby information on cheque bounces and returns are received real-time. The
company is further streamlining this process through a centralised framework to ensure unified approach and control
onrecovery. The field collection team keeps regular touch with borrowers to ensure high collection efficiency.
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Effective monitoring of all Standard accounts to capture early alert/Signals and to recover overdue instalments.

Persuasion with all NPA borrowers through personal contacts for recovery of overdue amount and to upgrade
the account to standard category.

The collection efforts got impetus with Government of India’ Gazette of 18th Dec 2015 which gave the company a
useful recovery tool, The Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
Act, 2002 (SARFAESI Act).

e |Initiation of SARFAESI acttorecovery onall NPA accounts, this has helped to upgrade a large number of accounts

The stringent recovery procedure and implementation of the provision of the SARFAESI Act for recovery of NPAs have
helped the company to keep the NPA level low. As on March 31st 2016 the retail NPA amount stood at Rs 8.63 Crs
whichis 0.47% of the AUM.

Dividends:

The Directors do not recommend any dividend for the year ended 31st March, 2016, in order to retain the profits
during the year under report for future business expansion programmes.

Marketing and Branding:

Aadhar’s Marketing and Branding initiatives have a two pronged approach based on the target group of lower and
middle income customers in its present locations. One is to create awareness on housing finance and allied topics like
technical, legal and property related issues to promote financial inclusion and another is to communicate the benefits
of the products of the company amongst its target segment. The punch line “Home Loan Ab Sabhi ke