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SECTION I - GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Shelf Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning ascribed to such definitions and abbreviations set forth herein. References to any
legislation, act, regulation, rules, guidelines, clarifications or policies shall be to such legislation, act, regulation, rules,
guidelines, clarifications or policies as amended, supplemented or re-enacted from time to time until the date of this
Draft Shelf Prospectus, and any reference to a statutory provision shall include any subordinate legislation notified from
time to time pursuant to such provision.

Unless the context otherwise indicates, all references in this Draft Shelf Prospectus to “we” or “us” or “our” are to our
Company i.e., L&T Finance Limited. Unless the context otherwise indicates, all references in this Draft Shelf Prospectus
to “Subsidiaries” shall mean Subsidiaries of our Company namely, L&T Infra Credit Limited (formerly known as L&T
Infra Debt Limited), L&T Infra Investment Partners Advisory Private Limited and L&T Infra Investment Partners Trustee

Private Limited

The words and expressions used in this Draft Shelf Prospectus but not defined herein shall have, to the extent applicable,
the same meaning ascribed to such words and expressions under the SEBI NCS Regulations, the Companies Act, 2013,
the SCRA, the Depositories Act and the rules and regulations notified thereunder.

General Terms

Term

Description

CLENE3

“the Issuer”, “our Company”,
“the Company” or “L&T
Finance Limited”

L&T Finance Limited, a non-banking financial company incorporated under the
Companies Act, 1956, as amended and replaced from time to time, having its registered
office 2 15th Floor, PS SRIJAN Tech Park, Plot No 52 Block DN, Sector-V, Salt Lake
City, Kolkata -700091, Parganas North, West Bengal, India

“Promoter” or “LTFHL”

L&T Finance Holdings Limited is a company incorporated and registered in India under
the Companies Act, 1956 on May 01, 2008 as L&T Capital Holdings Limited. The name
of our Promoter was changed to L&T Finance Holdings Limited on September 6, 2010.
Permanent Account Number: AABCL5046R

Company Related Terms

Term

Description

“Articles” or “Articles of
Association” or “AOA”

Articles of Association of our Company

Asset Liability Management
Committee or ALCO

Asset Liability Management Committee of the Board of Directors

Audit Committee

Audit committee of the Board of Directors of our Company, constituted in accordance
with applicable laws and as reconstituted time to time by Board of Directors of the
Company

“Auditors” or “Statutory
Auditors” or “Joint
Auditors” or “Joint Statutory
Auditors”

The current joint statutory auditors of our Company, M S K A & Associates and
Kalyaniwalla & Mistry LLP

“Board” or “Board of
Directors” or “our Board” or
“our Board of Directors”

Board of Directors of our Company or any duly constituted committee thereof.

Corporate Social
Responsibility Committee

Corporate social responsibility committee of the Board of Directors of our Company,
constituted in accordance with applicable laws and as reconstituted time to time by Board
of Directors of the Company

Committee

A committee constituted by the Board, and as reconstituted from time to time.

Corporate Office

Brindavan, Plot No. 177, C.S.T. Road, Kalina, Santacruz (East), M—mbai - 400098,
Maharashtra.

CRISIL

CRISIL Ratings Limited

Directors

Directors of our Company




Term

Description

Committee of Directors

The committee constituted by our Board of Directors by a board resolution dated
December 31, 2012 and as reconstituted from time to time, by the Board of Directors of
our Company.

Equity Shares

Equity shares of the Company of face value of R10 each

ESOP(s) Employee stock options

Group Company(ies) Larsen & Toubro Limited, L&T Financial Consultants Limited, Larsen & Toubro
Infotech Limited, L&T Investment Management Limited, Larsen & Toubro Electromech
LLC, L&T Capital Company Limited.

ICRA ICRA Limited

Independent Director(s)

The independent director(s) on our Board, in terms of Section 2(47) and Section 149(6)
of the Companies Act, 2013 and 16(1)(b) of the SEBI Listing Regulations

India Ratings

India Ratings & Research Private Limited

JLG

Joint Liability Group

KMP / Key Managerial
Personnel

Key managerial personnel of our Company as disclosed in this Draft Shelf Prospectus and
appointed in accordance with Section 203, as defined under Section 2(51) of the
Companies Act, 2013

Unaudited Financial Results

The Unaudited Standalone Financial Results of the Company for the quarter ended June
30, 2022 together with notes thereon prepared in accordance with the Indian Accounting
Standards (Ind AS) notified under the Companies (Indian Accounting Standard) Rules,
2015 (as amended for time to time) issued by Ministry of Corporate Affairs in exercise of
the powers conferred by Section 133 read with Sub-section (1) of section 210A of
Companies Act, 2013, as amended and presented in accordance with the requirements of
the SEBI LODR Regulations.

“MoA” or “Memorandum”
or “Memorandum of
Association”

Memorandum of association of our Company

Nomination and
Remuneration Committee

Nomination and remuneration committee of the Board of Directors of our Company,
constituted in accordance with applicable laws and as reconstituted time to time by Board
of Directors of the Company

Networth

As defined in Section 2(57) of the Companies Act, 2013, as follows:

“Networth means the aggregate value of the paid-up share capital and all reserves
created out of the profits, securities premium account and debit or credit balance of profit
and loss account, after deducting the aggregate value of the accumulated losses, deferred
expenditure and miscellaneous expenditure not written off, as per the audited balance
sheet but does not include reserves created out of revaluation of assets, write back of
depreciation and amalgamation.”

Preference Shares

Preference shares of our Company of face value of 2 100 each.

Previous Auditor

The previous statutory auditors of our Company, Deloitte Haskins & Sells LLP.

Promoter Group

Includes such persons and entities constituting the promoter group of our Company
pursuant to Regulation 2(1)(pp) of the SEBI ICDR Regulations.

Reformatted Financial
Information

Collectively, Reformatted Standalone Financial Information and Reformatted
Consolidated Financial Information

Reformatted Standalone
Financial Information

Reformatted Standalone Balance Sheet as at March 31, 2022, March 31, 2021 and March
31, 2020, the Reformatted Standalone Statement of Profit and Loss (including Other
Comprehensive Income), the Reformatted Standalone Statement of Cash Flows for the
years ended March 31, 2022, March 31, 2021 and March 31, 2020, the Reformatted
Statement of Changes in Equity and notes to the reformatted standalone financial
information, including a summary of significant accounting policies and other
explanatory information, as examined by our Statutory Auditors.

Our audited standalone financial statements as at and for the year ended March 31, 2022,
March 31, 2021 (alongwith audited comparative financial information as at and for the
year ended March 31, 2020) form the basis for such Reformatted Standalone Financial
Information.

Reformatted Consolidated
Financial Information

Reformatted Standalone Balance Sheet as at March 31, 2022, March 31, 2021 and March
31, 2020, the Reformatted Standalone Statement of Profit and Loss (including Other
Comprehensive Income), the Reformatted Standalone Statement of Cash Flows for the
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Term

Description

years ended March 31, 2022, March 31, 2021 and March 31, 2020, the Reformatted
Statement of Changes in Equity and notes to the reformatted standalone financial
information, including a summary of significant accounting policies and other
explanatory information, as examined by our Statutory Auditors.

Our audited consolidated financial statements for the year ended March 31, 2022, March
31, 2021 (alongwith audited comparative financial information as at and for the year
ended March 31, 2020) form the basis for such Reformatted Consolidated Financial
Information.

Registered Office

15" Floor, PS SRIJAN Tech Park, Plot No 52 Block DN, Sector-V, Salt Lake City,
Kolkata — 700 091, Parganas North, West Bengal, India.

Risk Management
Committee

Risk Management Committee of the Board of Directors

RoC/ Registrar of Companies

Registrar of Companies, Kolkata, West Bengal

Shareholders

The holders of the Equity Shares of the Company from time to time

Scheme of Amalgamation

Scheme by way of merger by absorption between L&T Infrastructure Finance Company
Limited (“LTIFC”) and L&T Housing Finance Limited (“LTHFL”) with our Company
under sections 230 to 232 of the Companies Act, 2013

Stakeholders’ Relationship
Committee

Stakeholders’ relationship committee as constituted by the Board of Directors, constituted
in accordance with applicable laws and as reconstituted time to time by Board of Directors
of the Company

Total Borrowing(s)/ Total
Debt

Debt securities plus borrowings (other than debt securities), subordinated liabilities and
deposits.

Issue Related Terms

Term

Description

Abridged Prospectus

A memorandum containing the salient features of the Shelf Prospectus and relevant
Tranche Prospectus

Acknowledgement Slip/
Transaction Registration
Slip/ TRS

The slip or document issued by the Designated Intermediary to an Applicant as proof of
registration of the Application Form

A. K. Capital

A. K. Capital Services Limited

Allotment Advice

The communication sent to the Allottees conveying the details of NCDs allotted to the
Allottees in accordance with the Basis of Allotment

“Allotment”, “Allot” or
Allotted

Unless the context otherwise requires, the issue and allotment of NCDs to the successful
Applicants pursuant to the Issue

Allottee(s)

The successful Applicant to whom the NCDs are Allotted either in full or part, pursuant
to the Issue

“Applicant” or “Investor”

Any person who applies for issuance and Allotment of NCDs through ASBA process or
through UPI Mechanism pursuant to the terms of this Draft Shelf Prospectus, the Shelf
Prospectus, the relevant Tranche Prospectus, the Abridged Prospectus and the
Application Form for any Tranche Issue.

“Application” or “ASBA
Application” or “ASBA”

An application (whether physical or electronic) to subscribe to the NCDs offered
pursuant to the Issue by submission of a valid Application Form and authorising an
SCSB to block the Application Amount in the ASBA Account or to block the
Application Amount using the UPI Mechanism, where the Bid Amount will be blocked
upon acceptance of UPI Mandate Request by retail investors for an Application Amount
of upto % 500,000 which will be considered as the application for Allotment in terms of
the Shelf Prospectus and the relevant Tranche Prospectus.

Application Amount

The aggregate value of the NCDs applied for, as indicated in the Application Form for
the respective Tranche Issue

Application Form / ASBA
Form

Form in terms of which an Applicant shall make an offer to subscribe to NCDs through
the ASBA process or through the UPI Mechanism and which will be considered as the
Application for Allotment of NCDs in terms of Shelf Prospectus and the relevant
Tranche Prospectus.

ASBA Account

An account maintained with a SCSB and specified in the Application Form which will
be blocked by such SCSB to the extent of the Application Amount mentioned in the
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Term

Description

Application Form by an Applicant and will include a bank account of a retail individual
investor linked with UPI, for retail individual investors submitting application value upto
% 500,000

ASBA Applicant

Any Applicant who applies for NCDs through the ASBA process

Banker(s) to the Issue

Collectively, Public Issue Account Bank, Refund Bank and Sponsor Bank

Base Issue Size

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Basis of Allotment

The basis on which NCDs will be allotted to applicants as described in “Issue Procedure
— Basis of Allotment” on page 497.

Bidding Centres

Centres at which the Designated Intermediaries shall accept the Application Forms, i.e.,
Designated Branches of SCSB, Specified Locations for Members of the Syndicate,
Broker Centres for Registered Brokers, Designated RTA Locations for RTAs and
Designated CDP Locations for CDPs

Broker Centres

Broker centres notified by the Stock Exchange where Applicants can submit the ASBA
Forms (including ASBA Forms under UPI in case of UPI Investors) to a Registered
Broker. The details of such Broker Centres, along with the names and contact details of
the Trading Members are available on the website of the Stock Exchanges at
www.hseindia.com and www.nseindia.com.

BSE

BSE Limited.

Category |
(Institutional Investors)

e Public financial institutions, scheduled commercial banks, Indian multilateral and
bilateral development financial institutions which are authorised to invest in the
NCDs;

¢ Provident funds and pension funds each with a minimum corpus of 3250 million,
superannuation funds and gratuity funds, which are authorised to invest in the NCDs;

e Alternative Investment Funds, subject to investment conditions applicable to them
under the Securities and Exchange Board of India (Alternative Investment Funds)
Regulations, 2012;

¢ Resident Venture Capital Funds registered with SEBI;

e |Insurance companies registered with the IRDAI;

o State industrial development corporations;

o Insurance funds set up and managed by the army, navy, or air force of the Union of
India;

o Insurance funds set up and managed by the Department of Posts, the Union of India;

o Systemically Important Non-Banking Financial Company registered with the RBI
and having a net-worth of more than 5,000 million as per the last audited financial
statements;

o National Investment Fund set up by resolution no. F.No. 2/3/2005-DDII dated
November 23, 2005 of the Government of India published in the Gazette of India;
and

e Mutual funds registered with SEBI.

Category Il
(Non-Institutional Investors)

e Companies within the meaning of Section 2(20) of the Companies Act, 2013;

e Statutory bodies/ corporations and societies registered under the applicable laws in
India and authorised to invest in the NCDs;

o Co-operative banks and regional rural banks;

e Trusts including public/private charitable/religious trusts which are authorised to
invest in the NCDs;

o Scientific and/or industrial research organisations, which are authorised to invest in
the NCDs;

o Partnership firms in the name of the partners;

e Limited liability partnerships formed and registered under the provisions of the
Limited Liability Partnership Act, 2008 (No. 6 of 2009).

e Association of Persons; and

e Any other incorporated and/ or unincorporated body of persons

Category Il (High Net
Worth Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying for
an amount aggregating to above X 1,000,000 across all options of NCDs in the Issue

Category 1V
(Retail Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying for
an amount aggregating up to and including % 1,000,000 across all options of NCDs in
the Issue and shall include Retail Individual Investors, who have submitted bid for an




Term

Description

amount not more than ¥ 500,000 in any of the bidding options in the Issue (including
HUFs applying through their Karta and does not include NRIs) though UPI Mechanism.

CIBIL TransUnion CIBIL Limited

Client ID Client identification number maintained with one of the Depositories in relation to the
demat account

“Collecting Depository A depository participant as defined under the Depositories Act, 1996, registered with

Participant” or “CDP”

SEBI and who is eligible to procure Applications in the Issue, at the Designated CDP
Locations in terms of the SEBI Operational Circular

Collecting Registrar and
Share Transfer Agents or
CRTAs

Registrar and share transfer agents registered with SEBI and eligible to procure
Applications, at the Designated RTA Locations

Consortium Agreement

Consortium Agreement to be entered between the Company, Lead Managers and
Consortium Members as specified in the relevant Tranche Prospectus for each Tranche
Issue.

Consortium Members

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Consortium / Members of
the Consortium / Members
of Syndicate (each
individually, a Member of
the Consortium)

The Lead Managers and the Consortium Members

Coupon/ Interest Rate

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Credit Rating Agency(ies)

ICRA Limited, India Ratings & Research Private Limited and CRISIL Ratings Limited

Debenture Holder(s) /NCD
Holder(s)

The holders of the NCDs whose hame appears in the database of the relevant Depository
and/or the register of NCD Holders (if any) maintained by our Company if required
under applicable law.

Debenture Trust Deed

The trust deed to be entered between the Debenture Trustee and our Company which
shall be executed in relation to the NCDs within the time limit prescribed by applicable
statutory and/or regulatory requirements, including creation of appropriate security, in
favour of the Debenture Trustee for the NCD Holders on the assets adequate to ensure
100% security cover for the outstanding principal amount of the NCDs and the interest
due thereon issued pursuant to the Issue.

Debenture Trustee/ Trustee

Trustees for the NCD holders in this case being Catalyst Trusteeship Limited

Debenture Trustee
Agreement

Agreement dated September 15, 2022 entered into between the Debenture Trustee and
the Company wherein the appointment of the Debenture Trustee to the Issue, is agreed
between our Company and the Debenture Trustee

Deemed Date of Allotment

The date on which the Board of Directors/or the Committee of Directors approves the
Allotment of the NCDs for the Issue or such date as may be determined by the Board of
Directors/ or the Committee of Directors thereof and notified to the Designated Stock
Exchanges. The actual Allotment of NCDs may take place on a date other than the
Deemed Date of Allotment. All benefits relating to the NCDs including interest on NCDs
shall be available to the Debenture Holders from the Deemed Date of Allotment.

Demographic Details

The demographic details of the Applicants such as their respective addresses, email,
PAN, investor status, MICR Code and bank account detail

Depository(ies)

National Securities Depository Limited and /or Central Depository Services (India)
Limited

Designated Branches

Such branches of the SCSBs which shall collect the Application Forms, a list of which
is available on the website of the SEBI at
http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html or
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=
yes&intmld=34 or at such other weblink as may be prescribed by SEBI from time to
time

Designated CDP Locations

Such locations of the CDPs where Applicants can submit the ASBA Forms, a list of
which, along with names and contact details of the Collecting Depository Participants
eligible to accept ASBA Forms are available on the website of the Stock Exchanges at
www.nseindia.com and www.bseindia.com

Designated Date

The date on which the funds blocked by the SCSBs are transferred from the ASBA
Accounts to the Public Issue Account and/or the Refund Account, as appropriate, after
finalisation of the Basis of Allotment, in terms of the Shelf Prospectus and relevant
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Term

Description

Tranche Prospectus following which the NCDs will be Allotted in the Issue

Designated Intermediaries

Collectively, members of the Consortium, Sub-Consortium/agents, Trading Members,
agents, SCSBs, Registered Brokers, CDPs and RTAs, who are authorised to collect
Application Forms from the Applicants in the Issue.

In relation to ASBA applicants authorising an SCSB to block the amount in the ASBA
Account, Designated Intermediaries shall mean SCSBs.

In relation to ASBA applicants submitted by Retail Individual Investors where the
amount was blocked upon acceptance of UPlI Mandate Request using the UPI
Mechanism, Designated Intermediaries shall mean the CDPs, RTAs, Lead Managers,
Members of the Consortium, Trading Members and Stock Exchange where applications
have been submitted through the app/web interface as provided in the UPI Mechanism
Circular.

Designated RTA Locations

Such locations of the CRTAs where Applicants can submit the ASBA Forms to CRTAsS,
a list of which, along with names and contact details of the CRTAs eligible to accept
ASBA Forms available on the websites of the respective Stock Exchanges at
www.bseindia.com and www.nseindia.com and updated from time to time.

Designated Stock Exchange

The designated stock exchange for the Issue, being the National Stock Exchange of India
Limited

Direct Online Application

An online interface enabling direct applications through UPI by an app based/web
interface, by investors to a public issue of debt securities with an online payment facility

Draft Shelf Prospectus

This Draft Shelf Prospectus dated September 16, 2022 filed with the Stock Exchanges
for receiving public comments and with, SEBI in accordance with the provisions of the
Companies Act, 2013 and the SEBI NCS Regulations

Gross Stage 3 book

Also referred to as Gross NPA

Gross Stage 3 (%)

Also referred to as Gross NPAs to Gross Advances %

Interest Payment Date /
Coupon Payment Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue

Public Issue by the Company of secured, redeemable, non-convertible debentures of face
value % 1,000 Each (“NCDs” or “Debentures”), for an amount aggregating up to 35,000
crore (“Shelf Limit”), hereinafter referred to as the “Issue” pursuant to the Shelf
Prospectus and the relevant Tranche Prospectus. The NCDs will be issued in one or more
tranches, on terms and conditions as set out in the relevant Tranche Prospectus for any
tranche (each such tranche of issuance, a “Tranche Issue”) which should be read with
the Shelf Prospectus. The Issue is being made pursuant to the provisions of SEBI NCS
Regulations, The Companies Act, 2013 and rules made thereunder as amended to the
extent notified and the SEBI Operational Circular.

Issue Agreement

The Issue Agreement dated September 16, 2022 entered between the Company and A.
K. Capital Services Limited, JM Financial Limited and Trust Investment Advisors
Private Limited, the Lead Managers to the Issue

Issue Closing Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue Document

This Draft Shelf Prospectus, the Shelf Prospectus, relevant Tranche Prospectus, the
Abridged Prospectus, the Application Form and supplemental information, if any, read
with any notices, corrigenda and addenda thereto

Issue Opening Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue Period The period between the Issue Opening Date and the Issue Closing Date inclusive of both
days, during which prospective Applicants can submit their Application Forms as
provided in the respective Tranche Prospectus

JM Financial JM Financial Limited

Lead Managers

A.K. Capital Services Limited, JM Financial Limited and Trust Investment Advisors
Private Limited

Listing Agreement

The uniform listing agreement entered into between our Company and the Stock
Exchanges in connection with the listing of debt securities of our Company

Market Lot

1 (One) NCD

Mobile App(s)

The mobile applications listed on the website of Stock Exchanges as may be updated
from time to time, which may be used by RIBs to submit Bids using the UPI Mechanism

“Maturity Date” or

As specified in the relevant Tranche Prospectus for each Tranche Issue.
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Term

Description

“Redemption Date”

NCDs / Debentures

Secured, rated, listed, redeemable, non-convertible debentures of face value of % 1,000
each, aggregating up to X 5,000 crore offered through this Draft Shelf Prospectus, the
Shelf Prospectus and the relevant Tranche Prospectus

NCD Holders/ Debenture
Holder

Any debenture holder who holds the NCDs issued pursuant to this Issue and whose name
appears on the beneficial owners list provided by the Depositories.

Net Stage 3

Referred to as Net NPAs to Net Advances %

Net Stage 3 (%)

Referred to as Net NPA

OCB or Overseas Corporate
Body

A company, partnership, society or other corporate body owned directly or indirectly to
the extent of at least 60% (sixty percent) by NRIs including overseas trusts, in which not
less than 60% (sixty percent) of beneficial interest is irrevocably held by NRIs directly
or indirectly and which was in existence on October 3, 2003 and immediately before
such date had taken benefits under the general permission granted to OCBs under the
FEMA. OCBs are not permitted to invest in the Issue

Offer Document

This Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus, the
Abridged Prospectus and Application Form along with supplemental information, if any.

PCR (%)

Stage 3 Provision - (Stage 3 provision / Gross Stage 3 Assets)

Profit/(Loss) after tax

Also referred to as profit for the year

Public Issue Account

Account(s) opened with the Banker(s) to the Issue to receive monies for allotment of
NCDs from the ASBA Accounts maintained with the SCSBs (including under the
UPI mechanism) on the Designated Date as specified for respective Tranche Prospectus

Public Issue Account and
Sponsor Bank Agreement

As specified in the relevant Tranche Prospectus

Public Issue Account Bank

As specified in the relevant Tranche Prospectus

Record Date

15 (fifteen) Working Days prior to the interest payment date, and/or Redemption Date
for NCDs issued under the relevant Tranche Prospectus. In case of redemption of NCDs,
the trading in the NCDs shall remain suspended between the Record Date and the date
of redemption. In case the Record Date falls on a day when the Stock Exchange is having
a trading holiday, the immediate subsequent trading day or a date notified by our
Company to the Stock Exchange, will be deemed as the Record Date

Recovery Expense Fund

A fund created by our Company with the Designated Stock Exchange in the manner as
specified by SEBI in circular no. SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated
October 22, 2020 as amended from time to time which is equal to 0.01% of the issue
size, subject to a maximum deposit of 25,00,000 at the time of making the application
for listing of NCDs.

Refund Account

As specified in the relevant Tranche Prospectus

Redemption Amount

As specified in relevant Tranche Prospectus.

Redemption Date

The date on which our Company is liable to redeem the NCDs in full as specified in the
relevant Tranche Prospectus

Refund Bank

As specified in the relevant Tranche Prospectus

Register of NCD holders

The register of NCD holders maintained by the Issuer/RTA in accordance with the
provisions of the Companies Act, 2013 and by the Depositories in case of NCDs held in
dematerialised form, and/or the register of NCD holders maintained by the Registrar

Registrar Agreement

Agreement dated September 15, 2022 entered into between the Issuer and the Registrar
under the terms of which the Registrar has agreed to act as the Registrar to the Issue

Registered Brokers

Stock brokers registered with SEBI under the Securities and Exchange Board of India
(Stock Brokers) Regulation, 1992 and the stock exchange having nationwide terminals,
other than the Members of the Syndicate and eligible to procure Applications from
Applicants

Registrar to the Issue or
Registrar

Link Intime India Private Limited.

Resident Individual

An individual who is a person resident in India as defined in the FEMA

“Registrar and Share
Transfer Agents” or “RTAs”

Registrar and share transfer agents registered with SEBI and eligible to procure
Application in the Issue

Security

The principal amount of the NCDs to be issued in terms of this Draft Shelf Prospectus
together with all interest due and payable on the NCDs thereof, shall be secured by
an exclusive charge by way of hypothecation, created in favour of the Debenture Trustee,
on specific present and/or future receivables and/or identified fixed deposits
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Term

Description

and/or investment in units of mutual funds (subject to receipt of approval from tax
authority) as may be decided mutually by our Company and the Debenture Trustee, as
specifically set out in and fully described in the Debenture Trust Deed, such that a
security cover to the extent of 100% of the outstanding principal amounts of the NCDs
and all interest due and payable thereon is maintained at all times until the Maturity
Date.

In case the approval from tax authority is not received until the date of execution of
charge documents, the principal amount of the NCDs to be issued in terms of this Draft
Shelf Prospectus together with all interest due and payable on the NCDs, thereof shall
be secured by an exclusive charge by way of hypothecation, created in favour of the
Debenture Trustee, on specific present and/or future receivables such that a security
cover to the extent of 100% of the outstanding principal amounts of the NCDs and all
interest due and payable thereon is maintained at all times until the Maturity Date.

“Self-Certified Syndicate
Banks” or “SCSBs”

The banks registered with SEBI, offering services in relation to ASBA, a list of which is
available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes for ASBA
and
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmid=40
for UPI, updated from time to time and at such other websites as may be prescribed by
SEBI from time to time.

Series/Option

As specified in the relevant Tranche Prospectus for each Tranche Issue

Shelf Limit

The aggregate limit of the Issue, being %5,000 crore to be issued pursuant to this Draft
Shelf Prospectus, Shelf Prospectus and Tranche Prospectus(es) through one or more
Tranche Issues.

Shelf Prospectus

The Shelf Prospectus that shall be filed by our Company with the SEBI, BSE, NSE and
the RoC in accordance with the provisions of the Companies Act, 2013 and the SEBI
NCS Regulations.

The Shelf Prospectus shall be valid for a period as prescribed under section 31 of the
Companies Act, 2013.

“Specified Cities” or
“Specified Locations”

Bidding centres where the Members of the Syndicate shall accept Application Forms
from Applicants, a list of which is available on the website of the SEBI
athttps://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and
updated from time to time and at such other websites as may be prescribed by SEBI from
time to time.

Sponsor Bank

A Banker to the Issue, registered with SEBI, which is appointed by the Issuer to act as a
conduit between the Stock Exchanges and NPCI in order to push the mandate collect
requests and / or payment instructions of the retail individual investors into the UPI for
retail individual investors applying through the app/web interface of the Stock
Exchange(s) with a facility to block funds through UP1 Mechanism for application value
upto X 500,000 and carry out any other responsibilities in terms of the UPI Mechanism
Circular and as specified in this Draft Shelf Prospectus.

Stage 3 Provision

Also referred to as provision for NPA

“Stock Exchanges” or
“Exchanges”

NSE and BSE

Syndicate ASBA

Applications through the Syndicate or the Designated Intermediaries

Syndicate ASBA
Application Locations

ASBA Applications through the Lead Managers, Consortium Members, the Trading
Members of the Stock Exchanges or the Designated Intermediaries.

Syndicate Bidding Centres

Syndicate Bidding Centres established for acceptance of Application Forms

Syndicate SCSB Branches

In relation to ASBA Applications submitted to a Member of the Syndicate, such
branches of the SCSBs at the Syndicate ASBA Application Locations named by the
SCSBs to receive deposits of the Application Forms from the members of the Syndicate,
and a list of which is available on
http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised Intermediaries or at
such other website as may be prescribed by SEBI from time to time.

Trust Investment

Trust Investment Advisors Private Limited

Tenor

Tenor shall mean the tenor of the NCDs as specified in relevant Tranche Prospectus for




Term

Description

each Tranche Issue.

Total Revenue

Also referred to as Total Income

Trading Members

Intermediaries registered with a lead broker or a sub-broker under the SEBI (Stock
Brokers and Sub-Brokers) Regulations, 1992 and/or with the Stock Exchange(s) under
the applicable byelaws, rules, regulations, guidelines, circulars issued by Stock
Exchange(s) from time to time and duly registered with the Stock Exchange for
collection and electronic upload of Application Forms on the electronic application
platform provided by Stock Exchange(s).

Tranche Issue

Issue of the NCDs pursuant to the respective Tranche Prospectus.

Tranche Prospectus(es)

The Tranche Prospectus(es) containing the details of NCDs including interest, other
terms and conditions, recent developments, general information, objects, procedure for
application, statement of tax benefits, regulatory and statutory disclosures and material
contracts and documents for inspection, in respect of the relevant Tranche Issue.

Transaction Documents

Transaction documents shall mean this Draft Shelf Prospectus, the Shelf Prospectus and
the relevant Tranche Prospectus(es) read with any notices, corrigenda, addenda thereto,
Abridged Prospectus, Issue Agreement, Registrar Agreement, Debenture Trustee
Agreement, Deed of Hypothecation, Debenture Trust Deed, Tripartite Agreements,
Consortium Agreement, Public Issue Account and Sponsor Bank Agreement, Tripartite
Agreements executed or to be executed by our Company, as the case may be. For further
details please see the section titled, “Material Contracts and Documents for Inspection”
on page 518.

Tripartite Agreements

Tripartite agreement dated June 23, 2016 among our Company, the Registrar and CDSL
and tripartite agreement dated May 31, 2012 among our Company, the Registrar and
NSDL.

“UPI” or “UPI Mechanism”

Unified Payments Interface mechanism in accordance with SEBI Operational Circular
to block funds for application value up to X 5,00,000 submitted through intermediaries,
namely the Registered Stock brokers, Consortium Members, Registrar and Transfer
Agent and Depository Participants.

UPI ID

Identification created on the UPI for single-window mobile payment system developed
by the National Payments Corporation of India.

UPI Application Limit

Maximum limit to utilize the UPI mechanism to block the funds for application value up
to % 500,000 for issues of debt securities pursuant to SEBI circular
SEBI/HO/DDHS/P/CIR/2022/0028 dated March 8, 2022 or any other investment limit,
as applicable and prescribed by SEBI from time to time

“UPI Mandate Request” or
“Mandate Request”

A request initiated by the Sponsor Bank on the Retail Individual Investor to authorize
blocking of funds in the relevant ASBA Account through the UPI mobile app/web
interface (using UPI Mechanism) equivalent to the bid amount and subsequent debit of
funds in case of allotment.

Wilful Defaulter(s)

Includes wilful defaulters as defined under Regulation 2(1)(lll) of the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018 which includes a person or a company who or which is categorized as a wilful
defaulter by any bank or financial institution (as defined under the Companies Act, 2013)
or consortium thereof, in accordance with the guidelines on wilful defaulters issued by
the Reserve Bank of India and includes a company whose director or promoter is
categorized as a wilful defaulter.

Working Day

Working day means all days on which commercial banks in Mumbai, are open for
business. In respect of announcement or bid/issue period, working day shall mean all
days, excluding Saturdays, Sundays and public holidays, on which commercial banks in
Mumbai are open for business. Further, in respect of the time period between the bid/
issue closing date and the listing of the NCDs on the Stock Exchange, working day shall
mean all trading days of the Stock Exchange for NCD, excluding Saturdays, Sundays
and bank holidays, as specified by SEBI.

Conventional and General Terms or Abbreviations

Term/ Abbreviation

Description/Full Form

G‘z”’ (GRupeeS”, ‘GINR” Or
“Indian Rupees”

The lawful currency of the Republic of India
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Term/ Abbreviation

Description/Full Form

“US$”, “USD”, and “U.S.
Dollars”

The lawful currency of the United States of America

ACH Automated Clearing House

AGM Annual General Meeting

ALM Asset Liability Management

ALM Guidelines Guidelines for ALM system in relation to NBFCs
AMC Asset Management Company

AS or Accounting Standards

Accounting standards as prescribed by Section 133 of the Companies Act, 2013 read with
Rule 7 of the Companies (Accounts) Rules, 2014as amended from time to time

AlF An alternative investment fund as defined in and registered with SEBI under the
Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012 as amended from time to time

ASBA Application Supported by Blocked Amounts

AUM Assets Under Management

Bankruptcy Code The Insolvency and Bankruptcy Code, 2016

BSE BSE Limited

CAGR Compounded annual growth rate over a specified period of time of a given value (the
year-over-year growth rate)

CDSL Central Depository Services (India) Limited

CIN Corporate Identification Number

Companies Act/ Companies
Act, 2013

Companies Act, 2013 and the rules made thereunder

CPC Code of Civil Procedure, 1908

CRAR Capital to risk-weighted assets ratio means (Tier | Capital + Tier Il Capital)/ Total Risk
Weighted Assets *100

CrPC Code of Criminal Procedure, 1973

CSR Corporate Social Responsibility

CYy Calendar Year

Depositories

CDSL and NSDL

Depositories Act

Depositories Act, 1996

Depository(ies) NSDL and /or CDSL

DIN Director Identification Number

“DP” or “Depository Depository Participant as defined under the Depositories Act, 1996

Participant”

DT Circular Circular no. SEBI/HO/MIRSD/CRADT/CIR/P/2020/218 issued by SEBI on November
3, 2020, as amended from time to time

DRR Debenture Redemption Reserve

EGM Extraordinary General Meeting

EOW Economic Offences Wing

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act, 1999, as amended from time to time

FEMA Regulations/ FEMA (Non-debt Instruments) Rules, 2019, as amended from time to time

FEMAZ20I

Fll Foreign Institutional Investor(s)

FPI Foreign Portfolio Investor as defined and registered under the SEBI (Foreign Portfolio

Investors) Regulations, 2019, as amended from time to time.

“Financial Year”, “Fiscal”
or “FY” or “for the year
ended”

Period of 12 months ended March 31 of that particular year

GDP Gross Domestic Product
“Government” Government of India

G-Sec Government Securities

GST Goods and Services Tax

HNI High Net worth Individual

HFC Housing Finance Company

HUF Hindu Undivided Family

IBC Insolvency and Bankruptcy Code, 2016
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Term/ Abbreviation

Description/Full Form

ICAI Institute of Chartered Accountants of India
ICRA ICRA Limited

IEPF Investor Education and Protection Fund
IFRS International Financial Reporting Standards

“Income Tax Act” or “IT
Act”

Income Tax Act, 1961

Ind AS Indian Accounting Standards as prescribed by Section 133 of the Companies Act, 2013
and notified by the Ind AS Rules

Ind AS Rules Indian Accounting standards as prescribed by Section 133 of the Companies Act, 2013
read with Rule 7 of the Companies (Accounts) Rules, 2015 as amended from time to time

India Republic of India

IPC Indian Penal Code, 1860

IRDAI Insurance Regulatory and Development Authority of India

IT Information Technology

ITR Income Tax Returns

KYC Know Your Customer

LEI Legal Entity Identifier

LLP Limited Liability Partnership

LLP Act Limited Liability Partnership Act, 2008

L&T Larsen and Toubro

MACT Motor Accidents Claims Tribunal

MCA Ministry of Corporate Affairs, Government of India

MICR Magnetic Ink Character Recognition

MLD Market Linked Debentures

Mutual Funds A mutual fund registered with SEBI under the SEBI (Mutual Funds) Regulations, 1996

NACH National Automated Clearing House

NHB National Housing Bank

NHB Act National Housing Bank Act, 1987

NAV Net Asset Value

NBFC Non-Banking Financial Company, as defined under Section 45-1A of the RBI Act

NEFT National Electronic Fund Transfer

NRI Non-resident Indian

NSE National Stock Exchange India Limited

NSDL National Securities Depository Limited

p.a. Per annum

PAN Permanent Account Number

PAT Profit After Tax

PCR Provisioning Coverage Ratio

PMLA Prevention of Money Laundering Act, 2002

PP MLD Principal Protected Market Linked Debentures

RBI Reserve Bank of India

RBI Act Reserve Bank of India Act, 1934

RBI Master Directions

Master Direction — Non-Banking Financial Company — Systemically Important Non-
Deposit taking and Deposit taking Company (Reserve Bank) Directions, 2016 dated
September 1, 2016

RERA Real Estate Regulatory Authority
RERAD Act Real Estate Regulation and Development Act, 2016
RTGS Real Time Gross Settlement

SARFAESI Act

Securitisation and Reconstruction of Financial Assets and Enforcement of Securities
Interest Act, 2002

SCRA Securities Contracts Regulation Act, 1956, as amended

SCRR Securities Contracts (Regulation) Rules, 1957, as amended
SEBI Securities and Exchange Board of India

SEBI Act Securities and Exchange Board of India Act, 1992, as amended

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012, as amended

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
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Term/ Abbreviation

Description/Full Form

Regulations, 2018, as amended from time to time

SEBI Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015, as amended

SEBI Merchant Banker
Regulations

Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992 as
amended

SEBI NCS Regulations

Securities and Exchange Board of India (Issue and Listing of Non-Convertible Securities)
Regulations, 2021, as amended and circulars issued thereunder

SEBI Operational Circular

SEBI circular no. SEBI/HO/DDHS/P/CIR/2021/613 dated August 10, 2021, as amended

TDS

Tax Deducted at Source

Trademarks Act

Indian Trademarks Act, 1999

Technical and Industry Related Terms

Term/Abbreviation

Description/Full Form

ECBs External Commercial Borrowing.

FCNR Foreign Currency Non-Resident.

IFC Infrastructure Finance Company.

IRDA Insurance Regulatory and Development Authority.

ISO International Organization for Standardization.

LIC Life Insurance Corporation of India

Hybrid Debt A capital instrument, which possesses certain characteristics of equity as well as debt

LTV Ratio of loan to the collateral value

MICR Magnetic Ink Character Recognition.

MFI Microfinance institutions

NPA Non-Performing Assets

NBFC-D NBFC registered as a deposit accepting NBFC

NBFC-MFI An NBFC-MFI is defined as a non-deposit taking NBFC which extends loans to Micro
Finance Sector

NBFC-ND NBFC registered as a hon-deposit accepting NBFC

NBFC-ND-SI Systemically important Non-Deposit taking NBFC

Owned Funds

Paid-up equity capital, preference shares which are compulsorily convertible into equity,
free reserves, balance in share premium account; capital reserve representing surplus
arising out of sale proceeds of asset, excluding reserves created by revaluation of assets;
less accumulated loss balance, book value of intangible assets and deferred revenue
expenditure, if any

Prudential Norms

Prudential norms as provided under Master Direction — Non-Banking Financial Company
— Systemically Important Non-Deposit taking Company and Deposit taking Company
(Reserve Bank) Directions, 2016

MSME Micro, Small and Medium Enterprises

RBI Reserve Bank of India.

Tier | Capital Tier | capital means owned fund as reduced by investment in shares of other non-banking
financial companies and in shares, debentures, bonds, outstanding loans and advances
including hire purchase and lease finance made to and deposits with subsidiaries and
companies in the same group exceeding, in aggregate, ten per cent of the owned fund;
and perpetual debt instruments issued by a non-deposit taking nonbanking financial
company in each year to the extent it does not exceed 15% of the aggregate Tier | Capital
of such company as on March 31 of the previous accounting year

Tier 1l Capital Tier 1l capital includes the following:

(a) preference shares other than those which are compulsorily convertible into equity;

(b) revaluation reserves at discounted rate of fifty five percent;

(c) General Provisions (including that for Standard Assets) and loss reserves to the
extent these are not attributable to actual diminution in value or identifiable potential
loss in any specific asset and are available to meet unexpected losses, to the extent
of one and one fourth percent of risk weighted assets;

(d) hybrid debt capital instruments;

(e) subordinated debt;

perpetual debt instruments issued by a non-deposit taking non-banking financial company
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Term/Abbreviation

Description/Full Form

which is in excess of what qualifies for Tier | Capital to the extent the aggregate does not
exceed Tier | Capital

UTI Unit Trust of India.

WCDL Working Capital Demand Loan.

XIRR Internal rate of return for irregular cash flows.

Yield Ratio of interest income to the daily average of interest earning assets.

Notwithstanding the foregoing, the terms defined as part of “General Information”, “Risk Factors” “Industry
Overview”, “Regulations and Policies”, “Statement of Possible Tax Benefits”, “Summary of Key Provisions of Articles
of Association”, “Financial Information” and “Other Regulatory and Statutory Disclosures” on pages 51, 18, 89, 187,
75, 504, 203 and 429, respectively shall have the meaning ascribed to them as part of the aforementioned sections. Terms
not defined as part of the sections “Our Business”, “Risk Factors”, “Industry Overview” and “Regulations and
Policies”, on pages 127, 18, 89 and 187, respectively, shall have the meaning ascribed to them hereunder.
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CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND CURRENCY
OF PRESENTATION

Certain Conventions

In this Draft Shelf Prospectus, unless otherwise specified or the context otherwise indicates or implies the terms, all

CLINN TSNS T RT3 LR N3

references to “we”, “us”, “our”, and “our Company” are to L&T Finance Limited, references to “you”, “offeree”,
“purchaser”, “subscriber”, “recipient”, “investors” and “potential investor” are to the prospective investors in this Issue.
Unless stated otherwise, all references to page numbers in this Draft Shelf Prospectus are to the page numbers of this

Draft Shelf Prospectus.

All references in this Draft Shelf Prospectus to “India” are to the Republic of India and its territories and possessions. All
references to the “Government” or “State Government” are to Government of India, Central or State, as applicable.

Presentation of Financial Information

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 or fiscal 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. Unless the context requires otherwise, all references to a year in this Draft Shelf Prospectus are to a calendar year
and references to a Fiscal/Fiscal Year are to the year ended on March 31 of that calendar year.

For the purposes of disclosure in this Draft Shelf Prospectus, we have prepared and presented our reformatted financial
information for the latest Fiscals (in this case, for Fiscal 2022, 2021 and 2020). Our Company’s audited financial
statements for the fiscal year ended March 31, 2022, have been prepared in accordance with IndAS and have been audited
by Joint Statutory Auditors, M S K A & Associates and Kalyaniwalla & Mistry LLP, for the fiscal year ended March 31,
2021 and March 31, 2020 have been prepared in accordance with IndAS and have been audited by Deloitte Haskins &
Sells LLP.

Our Company’s audited financial statements for the years ended March 31, 2022 and March 31, 2021 (alongwith audited
comparative financial information as at and for the year ended March 31, 2020) form the basis of preparation of the
Reformatted Financial Information which is included in this Draft Shelf Prospectus and is referred to hereinafter as the
“Reformatted Financial Information” in the section titled “Financial Information” on page 201.

The Unaudited Financial Results of our Company for the quarter ended June 30, 2022 have been prepared in accordance
with recognition and measurement principles laid down in the aforesaid Ind AS 34 “Interim Financial Reporting”
prescribed under Section 133 of the Companies Act, 2013, as amended, read with relevant rules issued there-under by
Joint Statutory Auditors and other accounting principles generally accepted in India and Regulation 52 of the SEBI
Listing Regulations. For further details see “Financial Information” on page 201. Further, Unaudited Financial Results
for quarter ended June 30, 2022 is not indicative of full year results and are not comparable with annual financial
information.

Unless stated otherwise or unless the context requires otherwise, the financial data as at and for the year ended March 31,
2022, March 31, 2021 and March 31, 2020 used in this Draft Shelf Prospectus is derived from our Reformatted
Consolidated Financial Information, Reformatted Standalone Financial Information. The financial data for the quarter
ended June 30, 2022 used in this Draft Shelf Prospectus is derived from Unaudited Financial Results.

Unless stated otherwise, macroeconomic and industry data used throughout this Draft Shelf Prospectus has been obtained
from publications prepared by providers of industry information, government sources and multilateral institutions. Such
publications generally state that the information contained therein has been obtained from sources believed to be reliable
but that their accuracy and completeness are not guaranteed and their reliability cannot be assured. Although the Issuer
believes that industry data used in this Draft Shelf Prospectus is reliable, it has not been independently verified. Further,
the extent to which the market and industry data presented in this Draft Shelf Prospectus is meaningful depends on the
readers’ familiarity with and understanding of methodologies used in compiling such data.

Currency and Unit of Presentation
In this Draft Shelf Prospectus, all references to ‘Rupees’/X’/‘INR’/ ‘Rs.” are to Indian Rupees, the official currency of

the Republic of India.
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Except where stated otherwise in this Draft Shelf Prospectus, all figures have been expressed in “in crore’. All references
to ‘million/million/mn.” Refer to one million, which is equivalent to ‘ten lakhs’ or ‘ten lacs’, the word ‘lakhs/lacs/lac’
means ‘one hundred thousand’ and ‘crore’ means ‘ten million” and ‘billion/bn./billions’ means ‘one hundred crore’.

Certain figures contained in this Draft Shelf Prospectus, including financial information, have been subject to rounding
adjustments. Unless set out otherwise, all figures in decimals, including percentage figures, have been rounded off to two
decimal points. In certain instances, (i) the sum or 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. Further, any figures sourced from third party industry sources may be rounded
off to other than two decimal points to conform to their respective sources.

Industry and Market Data

Any industry and market data used in this Draft Shelf Prospectus consists of estimates based on data reports compiled by
Government bodies, professional organizations and analysts, data from other external sources including “NBFC Report
20217 (June, 2022 update) prepared by CRISIL Research, report titled “Macro-Economic Overview” released by CRISIL
Research as published in September 2022 and RBI bulletin August 2022, Volume LXXVI Number 8, available in the
public domain and knowledge of the markets in which we compete. These publications generally state that the
information contained therein has been obtained from publicly available documents from various sources believed to be
reliable, but it has not been independently verified by us, its accuracy and completeness is hot guaranteed and its reliability
cannot be assured. Although we believe that the industry and market data used in this Draft Shelf Prospectus is reliable,
it has not been independently verified by us. The data used in these sources may have been reclassified by us for purposes
of presentation. Data from these sources may also not be comparable. The extent to which the industry and market data
presented in this Draft Shelf Prospectus is meaningful depends on 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.

Given that we have compiled, extracted and reproduced data from external sources, including third parties, trade, industry
or general publications, we accept responsibility for accurately reproducing such data. However, neither we nor the Lead
Managers have independently verified this data, and neither we nor the Lead Managers make any representation regarding
the accuracy of such data. Further, while we believe our internal estimates to be reasonable, such estimates have not been
verified by any independent sources and neither we nor the Lead Managers can assure potential investors as to their
accuracy.

General Risk

Investment in NCDs involve a degree of risk and investors should not invest any funds in NCDs unless they can afford
to take the risk attached to such investments. Investors are advised to take an informed decision and to read the risk
factors carefully before investing in this offering. For taking an investment decision, investors must rely on their
examination of the issue including the risks involved in it.

Specific attention of investors is invited to statement of risk factors contained under section “Risk Factors” on page 18.
These risks are not, and are not intended to be, a complete list of all risks and considerations relevant to the NCDs or
Investor’s decision to purchase such securities.

Exchange Rates

The exchange rates Rupees (%) vis-a-vis of USD, as of June 30, 2022, March 31, 2022, March 31, 2021 and March 31,
2020,are provided below:

Currency June 30, 2022 March 31, 2022 March 31, 2021 March 31, 2020
1 USD 78.94 75.81 73.50 75.39
Source: https://www.fbil.org.in/#/home and https://www.rbi.org.in/scripts/ReferenceRateArchive.aspx

The above exchange rates are for the purpose of information only and may not represent the rates used by the Company
for purpose of preparation or presentation of its financial statements. The rates presented are not a guarantee that any
person could have on the relevant date converted any amounts at such rates or at all.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Draft Shelf Prospectus that are not statements of historical fact constitute “forward-
looking statements”. Investors can generally identify forward-looking statements by terminology such as “aim”,

LRI CEINT3 LR I3 LR INT3 LR N3 CERNNT3 ERINT3

“anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”, “potential”,
“project”, “pursue”, “shall”, “seek”, “should”, “will”, “would”, or other words or phrases of similar import. Similarly,
statements that describe our strategies, objectives, plans or goals are also forward-looking statements. All statements
regarding our expected financial conditions, results of operations, business plans and prospects are forward-looking
statements. These forward-looking statements include statements as to our business strategy, revenue and profitability,
new business and other matters discussed in this Draft Shelf Prospectus that are not historical facts. All forward-looking
statements are subject to risks, uncertainties and assumptions about us that could cause actual results to differ materially
from those contemplated by the relevant forward-looking statement. Important factors that could cause actual results,
including our financial conditions and results of operations to differ from our expectations include, but are not limited to,
the following:

e Any disruption in our sources of funding;

e Volatility in interest rates could have a material adverse effect on our net interest income, net interest margin and
our financial performance;

e Any increase in the levels of non-performing assets (“NPA”) on our loan portfolio, for any reason; whatsoever,
would adversely affect our business and results of operations;

e  Adverse developments in the industries in which we operate;

e Provisioning requirements are insufficient to cover our existing or future levels of non- performing loans or if
future regulation requires us to increase our provisions;

o Downgrade of our credit ratings may increase our borrowing costs and constrain our access to capital and debt
markets and, as a result, may adversely affect our net interest margin and our results of operations;

e Certain conditions and restrictions in terms of our financing arrangements, could restrict our ability to conduct our
business and operations in the manner we desire;

e Occurrence of natural calamities, pandemics, or natural disasters affecting the areas in which our Company has
operations.

For further discussion of factors that could cause our actual results to differ, see “Risk Factors” on page 18.

All forward-looking statements are subject to risks, uncertainties and assumptions about our Company that could cause
actual results and valuations to differ materially from those contemplated by the relevant statement. Additional factors
that could cause actual results, performance or achievements to differ materially include, but are not limited to, those
discussed under the sections titled “Industry Overview”, “Our Business” and “Legal and Other Information” on pages
89, 127 and 397. The forward-looking statements contained in this Draft Shelf Prospectus are based on the beliefs of
management, as well as the assumptions made by and information currently available to management. Although our
Company believes that the expectations reflected in such forward-looking statements are reasonable at this time, it cannot
assure investors that such expectations will prove to be correct or will hold good at all times. Given these uncertainties,
investors are cautioned not to place undue reliance on such forward-looking statements. If any of these risks and
uncertainties materialise, or if any of our Company’s underlying assumptions prove to be incorrect, our Company’s actual
results of operations or financial condition could differ materially from that described herein as anticipated, believed,
estimated or expected. All subsequent forward-looking statements attributable to our Company are expressly qualified in
their entirety by reference to these cautionary statements.

Neither our Company, its Directors, its KMPs and officers, nor any of their respective affiliates or associates or the Lead
Managers 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, even if the underlying assumptions do not come to fruition. In
accordance with SEBI NCS Regulations, our Company and the Lead Managers will ensure that investors in India are
informed of material developments until the time of the grant of listing and trading permission by the Stock Exchanges.

17



SECTION Il - RISK FACTORS

An investment in NCDs involves a certain degree of risk. You should carefully consider all the information contained in
this Draft Shelf Prospectus, including the risks and uncertainties described below, before making an investment decision
in relation to NCDs. The risk factors set forth below do not purport to be complete or comprehensive in terms of all the
risk factors that may arise in connection with our business or any decision to purchase, own or dispose of the NCDs. The
following risk factors are determined on the basis of their materiality. In determining the materiality of risk factors, we
have considered risks which may not be material individually but may be material when considered collectively, which
may have a qualitative impact though not quantitative, which may not be material at present but may have a material
impact in the future. Additional risks, which are currently unknown, if materialises, may in the future have a material
adverse effect on our business, financial condition, cash flows and results of operations. The market prices of the NCDs
could decline due to such risks and you may lose all or part of your investment.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or other
implication of any of the risks described in this section. This Draft Shelf Prospectus also contains forward-looking
statements that involve risks and uncertainties. Our results could differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including events described below and elsewhere in this Draft
Shelf Prospectus. Unless otherwise stated and unless the context requires otherwise, the financial information used in
this section is derived from and should be read in conjunction with Reformatted Financial Information and Unaudited
Financial Results as included in this Draft Shelf Prospectus.

Unless otherwise stated or the context otherwise requires, the financial information used in this section is derived from
our Unaudited Financial Results and Reformatted Standalone Financial Information on page 201. All other numbers
included in this section is on a standalone basis unless stated otherwise.

Investors are advised to read the following risk factors carefully before making an investment in the NCDs offered in this
Issue. You must rely on your examination of our Company and this Issue, including the risks and uncertainties involved.

INTERNAL RISKS

1. Asasystemically important NBFC, we are subjected to laws and regulations governing the NBFC sector in India
and changes in laws and regulations governing us could adversely affect our business financial condition, results
of operations and cash flows.

The laws and regulations governing the NBFC sector in India has become increasingly complex and are continuously
evolving. The requirement to comply with regulations including those prescribed by RBI and other statutory authorities
including regulations relating to foreign investment in India, may continue to adversely affect our business and the
industries in which we operate in general. For example, we are subject to the RBI’s guidelines on Digital Lending which
provides for lending using digital means; financial regulation of NBFCs, including capital adequacy, exposure and other
master directions. Further, as per RBI circular on Scale Based Regulation (SBR) dated October 22, 2021, RBI has
prescribed rules and regulations for applicable parameters to be attained within prescribed timelines. Our Company may
not able to comply with RBI SBR regulations within the prescribed timelines. The RBI also regulates the credit flow by
banks to NBFCs and provides guidelines to commercial banks with respect to their investment and credit exposure norms
for lending to NBFCs. Additionally, we are required to make various filings with the RBI, the Registrar of Companies,
the Stock Exchanges where our debt securities are listed and other relevant authorities pursuant to the provisions of RBI
regulations, the Companies Act, SEBI LODR Regulations, tax regulations and other regulations. If we fail to comply
with these requirements, or a regulator claims we have not complied with these requirements, we may be subject to
penalties and legal proceedings.

Further, our Company qualified as a ‘high value debt listed entity’ as per the thresholds set out under the SEBI Listing
Regulations in November, 2021. As a ‘high value debt listed entity’, Chapter IV of the SEBI Listing Regulations will be
applicable to our Company six months from the date of it being categorised as such, on a ‘comply or explain’ basis until
March 31, 2023 and thereafter on a mandatory basis. Accordingly, the required compliance with Chapter IV of the SEBI
Listing Regulations may cause additional compliance and legal costs for our Company and any non-compliance in
relation to this may attract penalties, which may affect our financials adversely. The laws and regulations governing the
banking and financial services industry in India have become increasingly complex and cover a wide variety of issues,
such as interest rates, liquidity, investments, ethical issues, money laundering and privacy. These laws and regulations
can be amended, supplemented or changed at any time such that we may be required to redesign our activities and incur
additional expenses to comply with such laws and regulations, which could adversely affect our business and our financial
performance. For details, see “Regulations and Policies” on page 187.
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In the regular course of our business, we may receive queries, clarifications and observations from the RBI and other
statutory or regulatory authorities. Failure to address or satisfactorily address these queries and clarifications in a timely
manner or at all may result in us being subject to statutory and/or regulatory actions. Further, responding to these
regulatory actions, regardless of their seriousness or ultimate outcome, requires a significant investment of resources and
management’s time and effort.

Moreover, our provisions, defenses, grounds or interpretations against regulatory actions may be inadequate. Given the
uncertainties and complexity of many of these regulatory actions, their outcome generally cannot be predicted with any
reasonable degree of certainty and may have adverse effects on our operations.

Further, as of June 30, 2022, we employed 24,937 employees (on a consolidated basis), and we are required to comply
with various statutory requirements in relation to payment of gratuity, minimum wages, employee state insurance and
provident fund payments to such employees. Changes in the compensation requirements for our employees may increase
our costs or otherwise negatively affect our business, results of operations, financial condition and cash flows.

Our ability to function in the lending and financial services industry will depend on our ability to constantly monitor and
promptly react to legislative and regulatory changes. Any change to the existing legal or regulatory framework may
require us to allocate additional resources to our business, which may increase our regulatory compliance costs and direct
management attention, and consequently affect our business, financial condition, results of operations and cash flows.
To the extent that we enter new geographies or new product markets, the complexity of our regulatory environment will
increase, potentially increasing the cost of compliance and the risk of noncompliance. Further, if the interpretation of the
regulators and authorities varies from our interpretation, we may be subject to penalties and our business could be
adversely affected. If we fail to comply with these requirements, or are interpreted by the regulators as not having
complied with these requirements, we may be subject to penalties and compounding proceedings. For further information
on laws and regulations applicable to us, see “Regulations and Policies” on page 187.

Compliance with many of the regulations applicable to our operations in India, including any restrictions on investments
and other activities currently being carried out by us, involves a number of risks, particularly in markets where applicable
regulations may be subject to varying interpretations. If the interpretation of the regulators and authorities varies from
our interpretation, we may be subject to penalties and our business could be adversely affected. Further, the legal,
regulatory and policy environment in which we operate is evolving and subject to change. The laws, regulations and
policies applicable to us may be amended, supplemented or changed at any time such that we may be required to
restructure our activities and incur additional expenses to comply with applicable laws and regulations. Such changes
may also adversely affect our business, results of operations and prospects, to the extent that we are unable to suitably
respond to and comply with any such changes in applicable law, regulations and policies.

2. Any disruption in our sources of funding or increase in costs of funding could adversely affect our liquidity and
financial condition.

The liquidity and profitability of our various businesses depend, largely, on our timely access to, and the costs associated
with, raising funds. Our funding requirements historically have been met from various sources, including funds raised
from borrowings from banks, issuance of retail non-convertible debentures, commercial papers (invested in by mutual
funds, banks, and other debt market participants allowed by SEBI), equity and preference shares, inter-corporate deposits
from corporates, collateralized borrowing and lending obligations under the CCIL platform, and corporate bond repo
transactions entered into with banks and we have entered into various financing arrangements with banks, financial
institutions and other entities. Our business thus depends and will continue to depend on our ability to access diversified,
relatively stable and low-cost funding sources. Our access to funding sources also depends on our Company’s financial
performance, capital adequacy levels, credit ratings and relationships with lenders. Any adverse developments or changes
in applicable laws and regulations which limit our Company’s ability to raise funds can disrupt its sources of funding and
as a consequence, could have a material adverse effect on our Company’s liquidity and financial condition. For the three
months ended June 30, 2022 and the Fiscal 2022, Fiscal 2021 and Fiscal 2020, the capital to risk weighted adequacy ratio
(CRAR) of our Company was 20.81%, 20.77%, 20.54% and 18.31%, respectively.

We may require additional capital for our business operations. The actual amount and timing of our future capital
requirements may differ from estimates as a result of, among other things, changes in business plans due to prevailing
economic conditions, unanticipated expenses and regulatory changes, including any changes to RBI’s monetary policies
which are applicable to us or unforeseen delays in developing our products. To the extent our capital requirements exceed
our available resources, we will be required to seek additional debt or equity capital. Additional debt financing could
increase our interest costs and require us to comply with additional restrictive covenants in our financing agreements.
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Further, our ability to compete effectively will depend, in part, on our ability to maintain or increase our margins. Our
margins are affected in part by our ability to continue to secure low-cost funding at rates lower than the interest rates at
which we lend to our customers. Our ability to raise funds at competitive rates depends on various factors including our
current and future results of operations and financial condition, Corporate Governance, our risk management policies,
the shareholding of our Promoter in our Company, our asset quality, our capital position, our liquidity planning and
execution thereof, our credit ratings, our brand equity, the regulatory environment and policy initiatives in India and
developments in the international markets affecting the Indian economy. Our Company’s long-term debt is rated CARE
AAA (Stable), ICRA AAA (Stable), IND AAA (Stable) and CRISIL AAA (Stable) by CARE, ICRA, India Ratings and
CRISIL, respectively, our debentures (private as well as public issue) are rated CARE AAA (Stable), ICRA AAA
(Stable), IND AAA (Stable) and CRISIL AAA (Stable) by CARE, ICRA, India Ratings and CRISIL, respectively and
our Perpetual debt is rated CARE AA+ (Stable) and ICRA AA+ (Stable). There is no guarantee that we will be able to
maintain such ratings in the future. We have not experienced downgrades in our credit ratings in the past. Any downgrade
in our credit ratings could increase borrowing costs and adversely affect our access to capital and debt markets, as well
as increase the probability that our lenders may impose additional terms and conditions to any financing or refinancing
arrangements we enter into in the future. Any downgrade in our credit ratings may also trigger an event of default or
acceleration of repayment in some of our current or future borrowings. If we are unable to access funds at an effective
cost that is comparable to or lower than that of our competitors, our net interest margins, income and market share may
be adversely affected.

Further, any additional financing that we require on an ongoing basis for our capital requirements may place restrictions
on us, which may, inter alia, limit our ability to pursue our growth plans or require us to dedicate a substantial portion of
our cash flow from operations to service our debt obligations, or limit our flexibility in planning for, or reacting to changes
in our business and our industry, either through the imposition of restrictive financial or operational covenants or
otherwise.

Our Company’s ability to borrow funds and refinance existing debt may also be affected by a variety of factors, including
liquidity in the markets, the strength of the lenders from which our Company borrows, the amount of eligible collateral
and accounting changes that may impact calculations of covenants in our Company’s 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 Company’s cost
of funds and make it difficult for our Company to access financing in a cost-effective manner. A disruption in sources of
funds or increase in cost of funds as a result of any of these factors may have a material adverse effect on our Company’s
liquidity and financial condition.

3. We operate in a highly competitive industry and our inability to compete effectively may adversely affect our
business.

We operate in a highly competitive industry. Given the diversity of our businesses, and the products and services offered
by us, we face competition from the full spectrum of public sector banks, private sector banks, foreign banks, financial
institutions, captive finance affiliates of players in various industries, small finance banks, fintech’s (for our consumer
loan and other businesses) MFIs and other NBFCs and other private players who are active in infrastructure, real estate
and Retail Business including rural business finance, farmer finance, SME loans, urban finance (two wheeler, consumer
loans, home loans and LAP). Some of our competitors have greater resources than we do, may be larger in terms of
business volume and may have significantly lower cost of funds compared to us. Unlike banks that have access to low
cost funds which enables them to enjoy higher margins and / or offer finance at lower rates, NBFCs like ours do not have
access to large quantities of low cost deposits, a factor which affects our ability to be competitive. Some of them may
also have greater geographical reach, long-standing partnerships and may offer their customers other forms of financing
that we may not be able to provide. Competition in our industry depends on, among other things, the ongoing evolution
of government and regulatory policies, the entry of new participants, the level of digitization, and the extent to which
there is consolidation among banks and financial institutions in India.

Potentially, other banks and NBFCs could compete with us for business as well as procurement of funds at competitive
rates. Further, in relation to our farmer finance and two wheeler finance businesses, we rely on tie-ups with equipment
manufacturers and are a preferred financier to them and their dealers. We rely on these relationships to procure customers
and effectively sell our services. In the event such equipment manufacturers set up their own in-house financiers or
expand their in-house financing capabilities, they may terminate or reduce the extent of their relationship with us, and
such in-house financiers may compete with us in providing loans under these businesses. We cannot assure you that we
will be able to react effectively to these or other market developments or compete effectively with new and existing
players in our increasingly competitive industry and our inability to compete effectively may adversely affect our
business.
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4. We are affected by volatility in interest rates for both our lending and borrowings, which could cause our net
interest income to decline and adversely affect our results of operations and profitability.

Our results of operations from our lending businesses depend substantially on the level of our net interest income, which
is the difference between our interest income and other fees, and interest expense and other borrowing costs. A significant
component of our revenue is the interest on term loans and other financing activity (net of reversal) we receive from the
loans we disburse, which comprised X 2,740.22 crore or 92.50% of our total income of ¥ 2,962.50 crore for the three
months ended June 30, 2022 and X 10,770.90 crore or 94.11% of our total income of X 11,445.16 crore for the Fiscal
2022.

Our net interest margins are affected by any volatility in interest rates in our lending operations. Interest rates are highly
sensitive to many factors beyond our control, including competition from other banks and NBFCs, the monetary policies
of the RBI, deregulation of the financial sector in India, domestic and international economic and political conditions
international price of key energy commaodities, climatic factors and other factors, which have historically generated a
relatively high degree of volatility in interest rates in India. Persistently high inflation in India may discourage the
Government from implementing policies that would cause interest rates to decrease. Moreover, if there is an increase in
the interest rate we pay on our borrowings that we are unable to pass to our customers, we may find it difficult to compete
with our competitors such as banks, who may have access to funds at a lower cost or lower cost deposits. Further in the
event of passing any increase in cost of our borrowing to customers/borrower may impede their ability to service the debt
and can potentially expose us to increase in gross stage 3 assets and increased risk of default. To the extent our borrowings
are linked to market interest rates, we may have to pay interest at a higher rate than lenders with a borrowing profile more
suited to a given economic environment. Further, our ability to pass on any increase in interest rates to borrowers may
also be constrained by regulations implemented by the Government or the RBI. In a declining interest rate environment,
if our cost of funds does not decline simultaneously or to the same extent as the yield on our interest-earning assets, it
could lead to a reduction in our net interest income and net interest margin.

Fluctuations in interest rates may also adversely affect our investment operations. In a rising interest rate environment,
particularly if the rise is sudden or sharp, we could be adversely affected by the decline in the market value of our
securities portfolio and other fixed income securities in the debt capital markets segment. In addition, the value of any
interest rate hedging instruments we may enter into in the future would be affected by changes in interest rates, which
could adversely affect our ability to hedge against interest rate volatility. There can be no assurance that we will continue
to enter into such interest rate hedging instruments or that we will be able to enter into the correct amount of such
instruments to adequately hedge against interest rate volatility in the future, among other reasons, because of the inherent
basis risk in hedging instruments arising out of the nature of instruments available for interest rate hedging in the financial
markets. Our inability to effectively and efficiently manage interest rate variations and our failure to pass on increased
interest rates on our borrowings on account of any reasons including the above may cause our net interest income to
decline, which would decrease our return on assets and could adversely affect our business, future financial performance
and result of operations.

An increase in inflation and consequent changes in bank rates, repo rates and reverse repo rates by the RBI have led to
an increase in interest rates on loans provided by banks and financial institutions and consequently, interest rates in India
have been volatile in recent financial periods. 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 net interest income and net interest margins,
which could in turn have a material adverse effect on our business, results of operations, cash flows and financial
condition.

5. High levels of customer defaults and the resultant non-performing assets could adversely affect our business,
financial condition, results of operations and future financial performance.

We are subject to risks of customer default, which includes default or delays in repayment of principal and/or interest on
the loans we provide to customers. Customers may default on their obligations as a result of various factors, including
certain external factors, which may not be within our control such as developments in the Indian economy and the real
estate market, movements in global markets, changes in interest rates, changes in regulations, government policies. Any
negative trends or financial difficulties affecting our customers could increase the risk of their default. Our customers
could also be adversely affected by factors such as, bankruptcy, lack of liquidity, lack of business and operational failure.
If our customers fail to repay loans in a timely manner or at all, then our results of operations, cash flows and financial
condition will be adversely impacted. If we are not able to successfully manage the risks associated with lending to these
customers, then it may become difficult for us to make recoveries on these loans. We may also experience higher
delinquency rates due to prolonged adverse economic conditions or a sharp increase in interest rates. Any increase in
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delinquency rates could result in a reduction in our total interest income (i.e., our accrued interest income from loans,
including any interest income from credit substitutes) and as a result, lower revenue from our operations, while increasing
our costs due to increased expenses associated with the servicing and collection of delinquent loans. We may also be
required to make loss provisions in respect of loans to such customers in accordance with applicable regulations and, in
certain cases, may be required to write-off such loans.

As of June 30, 2022, our total adjusted loans and advances outstanding were X 81,612.52 crore and we expect that the
size of our loan assets will grow as a result of our expansion strategy in existing as well as new products, which may
expose us to an increase in Gross Stage 3 and an increased risk of defaults. Non-payment or default by borrowers in the
future may adversely affect our financial condition and results of operations. The table below sets out a breakdown of

our total adjusted loans and advances and Gross Stage 3 Assets by business segments:
(% in crore except in percentages)

Adjusted Total Loans and Advances Gross Stage 3 Assets
Retail 47,793.74 1,727.35 3.61%
Wholesale 33,338.60 1,824.75 5.47%
Defocused 489.18 6.59 1.35%
Total Adjusted Loans and advances 81,612.52 3,558.69 4.41%

For our farmer finance business and rural business finance, our Gross Stage 3 may be impacted by the difficulty to carry
out precise credit risk analysis on borrowers as they typically do not have formal credit histories supported by tax returns
and other documents that would enable us to assess their creditworthiness. In addition, we may not receive updated
information regarding any change in the financial condition of these borrowers or may receive inaccurate or incomplete
information as a result of any fraudulent misrepresentation by these borrowers or our employees. Borrowers in our farmer
finance and rural business finance are also typically less sophisticated and may be particularly susceptible to adverse
economic conditions, adverse environmental factors such as weak monsoons or flooding and other natural calamities.

For our Retail Business segment (which comprises of rural business finance, farmer finance, urban finance (two wheeler,
consumer loans, home loans and loan against property) and SME loans), our Gross Stage 3 may be impacted by loss of
job or livelihood, illness, competition within their respective sectors, lack of liquidity, time and cost overrun, operational
failure, breach of contract, government or other regulatory intervention and other reasons such as their inability to adapt
to changes in the macro business environment and natural calamities.

Under our Infrastructure Finance, we presently provide debt, financial advisory and syndication services related to
infrastructure projects in India. Infrastructure projects are characterized by project-specific risks as well as general risks.
These risks are generally beyond our control, and include:

political, regulatory and legal actions that may adversely affect project viability;

interruptions or disruption in domestic or international financial markets, whether for equity or debt funds;

changes in government and regulatory policies;

time and cost overruns in the construction and operation of infrastructure projects;

changes in natural environment (for example wind speed for generation of wind power by wind mills);

adverse changes in market demand or prices for the products or services that the project, when completed, is expected
to provide; and

e economic, political and social instability or occurrences such as natural disasters, armed conflict and terrorist attacks,
particularly where projects are located or in the markets they are intended to serve.

Under real estate finance, we have provided construction finance loans and they may be exposed to risks related to time
and cost overruns. 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 labour, or other unforeseeable problems and circumstances may lead to delays
in, or prevent the completion of, real estate development projects and result in costs exceeding those originally budgeted,
which may affect real estate developers’ ability to repay their loans.

6. Any adverse developments in the industries in which we operate, may adversely affect our business and results of
operations.

Our principal business segments are (i) Retail Business, comprising of rural business finance, farmer finance, SME loans,
urban finance (two wheeler, consumer loans, home loans and LAP), and (ii) Wholesale Business comprising of
infrastructure finance and real estate finance. Any adverse developments in the industries we operate in, may adversely
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affect our business and results of operations. Our asset portfolios include, and will likely continue to include, a high
concentration of the foregoing business lines and the success of our lending business is thus dependent on, amongst
others:

e the demand for Rural Business Finance in India, including the factors affecting such demand (e.g., changes in Indian
regulations and policies affecting utility vehicles, tractors and commercial vehicles, demand for transportation
services in India, fuel price and consumer access to financing in the rural market);

e the demand for housing in India and developments in the real estate sector in India, including movement in real estate

prices and changes in the legal and regulatory framework governing real estate transactions;

the commitment of government for infrastructure projects in India;

any adverse developments in the industry;

monsoons, failed rains, droughts, floods, natural disasters and calamities;

regulatory changes, changes in tax policies, adverse court rulings, environment-protection guidelines;

political events such as loan waivers, subsidies and other schemes announced by central and state governments; and

other macroeconomic conditions in India and globally.

7. We have significant exposure to certain sectors in our infrastructure business. Any negative trends in these sectors
may affect the ability of our borrowers to perform their obligations under their existing financing agreements
with us and increase the level of Gross Stage 3 assets in our portfolio, adversely affecting our business, financial
performance and results of operations.

We have significant exposure in renewable energy, power transmission and others sectors in India and may continue to
have significant concentration of loans in these sectors. As on June 30, 2022, with 68.49%, 22.52%, 0.55% and 8.44%
of our total adjusted loans and advances comprising of loans towards renewable energy projects, roads, power
transmission projects, and others (including infrastructure project implementor, health care, water treatment, city gas
distribution etc.), respectively. Any significant negative trends in these sectors may affect the business of our borrowers,
which in turn may affect their ability to perform their obligations under their existing financing agreements with us.
Consequently, this may increase the level of Gross Stage 3 assets in our portfolio and may adversely affect our business,
financial performance and results of operations.

8.  We have significant exposure to certain borrowers. Any negative developments impacting the ability of such
borrowers to perform their obligations under their existing financing agreements with us and increase in the level
of Gross Stage 3 assets in our portfolio, may adversely affect our business, financial performance and results of
operations.

Our top 20 borrowers (including affiliates of such borrowers) in terms of advances represented 20.39%, 21.50%, 17.37%
and 20.07% of our total advances as of June 30, 2022, March 31, 2022, March 31, 2021 and March 31, 2020, respectively.
We may continue to have significant concentration of loans to such borrowers or other large corporate groups in India.
Any negative developments impacting the ability of such borrowers to perform their obligations under their financing
agreements with us, including any defaults on their obligations as a result of their competition within their respective
sectors, lack of liquidity, operational failure, government or other regulatory intervention, among others, may increase
the level of Gross Stage 3 assets in our portfolio and may adversely affect our business, financial performance and results
of operations.

9. We are subject to supervision by regulatory authorities and non-compliance with observations made by
regulatory authorities during their periodic inspections could expose us to penalties and restrictions.

As an NBFC, we are subject to periodic inspection by the RBI under Section 45N of the Reserve Bank of India Act, 1934
(the “RBI Act”), pursuant to which the RBI 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 RBI. Any irregularities
found during such investigations by such regulatory authorities could similarly, expose us to warnings, penalties and
restrictions.

During the course of finalization of inspection, regulatory authorities share their findings and recommendations with us
and give us an opportunity to provide justification and clarifications. Further, such regulatory authorities also seek certain
clarifications and share their findings in the ordinary course of business. We have responded to observations made by
such authorities and addressed them; however, we cannot assure you that these authorities will not find any deficiencies
in future inspections or otherwise/ the authorities will not make similar or other observations in the future. For instance,
pursuant to the inspection of our book of accounts for Fiscal 2021, the RBI highlighted certain observations. Our
Company (as applicable) has taken all necessary measures to address, resolve and comply with the observations/findings
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highlighted in the inspection reports issued by the RBI as part of its inspections, and has responded to and will respond
to each such observation/finding indicated and further information sought therein, if any. 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
regulatory authorities, we could be subject to penalties and restrictions which may have an adverse effect on our business,
results of operations, financial condition and reputation.

10. Our statutory auditors have highlighted certain matters of emphasis to their audit reports relating to our audited
financial statements, which may affect our future financial results.

Our statutory auditors have highlighted certain matters of emphasis to their audit opinion relating to our last three audited
financial statements, as mentioned below:

Fiscal Auditor remarks

2022 L&T Infra Credit Limited (Formerly L&T Infra Debt Fund Limited)

The Auditors have highlighted regarding application filed by L&T Infra Credit Limited with the Reserve
Bank of India (“RBI”) for converting itself from an Infrastructure Debt Fund - NBFC (IDF — NBFC) to
an Investment and Credit Company — NBFC (ICC -NBFC) consequent to merger of the Sponsor company
L&T Infrastructure Finance Company Limited (“LT [FC”) with L&T Finance Limited (“LT FL”) as per
the orders of National Company Law Tribunal. (Refer Note below)

But the opinion was not modified because of this matter

2021 L&T Finance Limited

The Auditors have highlighted emphasis of matter on account of uncertainties arising from Covid 19
pandemic

But the opinion was not modified because of this matter

2020 L&T Finance Limited

The Auditors have highlighted emphasis of matter on account of uncertainties arising from Covid 19
pandemic

But the opinion was not modified because of this matter

Note: L&T Infra Credit Limited has received the Certificate of Registrations dated June 22, 2022 as NBFC ICC from the Reserve
Bank of India.

There can be no assurance that our statutory auditors will not include further matters of emphasis or other similar
comments in the audit reports to our audited financial statements in the future, or that such remarks or matters of emphasis
will not affect our financial results in future fiscal periods. Investors should consider the matters of emphasis and remark
in evaluating our financial condition, results of operations and cash flows. Any such matter of emphasis or remark in the
auditors’ report on our financial statements in the future may also adversely affect the trading price of the NCDs.

11. Certain of the loans provided by us are unsecured and are susceptible to certain operational and credit risks which
may result in increased levels of Gross Stage 3 and may adversely affect our business, prospects, results of
operations and financial condition.

Some of the loans provided by us are unsecured loans, recovery of which may be more challenging than the secured
loans. The following table sets out the amount of unsecured adjusted loans and advances of our micro loans and corporate
finance loans, respectively, as of March 31, 2022:

Business group Total Adjusted Percentage of Total Net Stage 3 Net Stage 3 Assets/ Total
Loans and Advances Adjusted Loans Assets Adjusted Loans and
(Unsecured) and Advances Advances (Unsecured)
(amount in ¥ crores)
Retail 16,412.43 20.06% 36.83 0.22%
Wholesale 605.79 0.74% - -
Defocused 5.62 0.01% - -
Total 17,023.84 20.81% 36.83 0.22%

Unsecured loans present a higher risk of loss in case of a credit default as compared to loans to customers in other asset-
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backed financing products. In addition, there can be no assurance that our monitoring and risk management procedures
will succeed in effectively predicting the right income levels of these customers or that our loan loss reserves will be
sufficient to cover any actual losses. If there is a default by customers on repayment of such unsecured loans or if we are
unable to recover our principal and interest through appropriate legal proceedings, we may experience increased levels
of Gross Stage 3 and we may be required to make related provisions and write-offs that may have an adverse effect on
our business prospects, financial condition and results of operations.

12. We may be exposed to potential losses due to a decline in value of assets secured in our favour, and due to delays
in the enforcement of such security upon default by our borrowers.

As at June 30, 2022 and March 31, 2022, approximately 80.44% and 79.19% respectively of our total loan portfolio
(excluding inter-corporate deposits), is secured by a mix of both movable and immovable assets or other forms of
collateral, depending on the nature of the transaction. The value of certain types of assets may decline due to inherent
operational risks, the nature of the asset secured in our favour and adverse market and economic conditions (both global
and domestic). For example, in relation to our Wholesale Business, our collateral is typically the assets and cash-flows
from infrastructure projects such as renewable energy generation projects, power transmission projects and road projects.
Any decrease in the value of such projects, including due to deterioration in the quality of such projects, inadequate
development or maintenance or as a result of decreased demand, may result in diminishing the value of our collaterals.
In the event of default by our customers, we cannot assure you that we will be able to sell our collateral including
machinery, stock, two-wheelers or agricultural equipment or properties provided as security, due to various reasons
including, unforeseen delays in our ability to take immediate action, winding up and foreclosure proceedings, defects in
title, defects in perfection of the collateral or documentation relevant to the assets, stock market downturns, fraudulent
transfers by our customers, difficulty in locating movable assets and the necessity of obtaining regulatory approvals
and/or court orders for the enforcement of our collateral over those assets.

In addition, 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. Any developments or events that adversely affect the real estate sector,
including without limitation, changes in government policies, introduction of any stringent norms regarding construction,
floor space index or other compliances, may also result in diminishing the value of our collaterals. 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.

Similarly, for the asset-backed loans of our farmer finance, the equipment and vehicles purchased by our customers are
mostly hypothecated in our favour as security for the loans provided by us. The value of the equipment or vehicles,
however, is subject to depreciation, deterioration, or a reduction in value on account of a number of external factors (such
as wear and tear), over the course of time. Consequently, the realizable value of the collateral for the loan provided by
us, when liquidated, may be lower than the outstanding loan from such customers. Any default in repayment of the
outstanding credit obligations by our customers may expose us to losses. Further, in the case of a default, we typically
repossess the asset financed and sell such vehicles through auctions. The hypothecated vehicles, being movable property,
may be difficult to locate or seize in the event of any default by our customers.

13. The impact of the COVID-19 pandemic on our business and operations is uncertain and cannot be predicted.

In late 2019, the COVID-19 disease, commonly known as “novel coronavirus”, was first reported in Wuhan, China. On
January 30, 2020, the World Health Organization declared the COVID-19 outbreak a “Public Health Emergency of
International Concern” and on March 11, 2020 it was declared a pandemic. However, with the advent of vaccines, the
pandemic is now brought in control and the number of cases are declining and expected to come down further in the
coming months. We continue to monitor developments closely.

The COVID-19 first and second wave had significant impact on the macroeconomic environment and our business
operations. While there was nation-wide lockdown declared during the first wave, the second wave saw territory based
lockdowns. Our business operations were disrupted during the lockdown period, affecting our business growth, collection
efficiency and asset quality. The third wave had minimal impact on the business of the Company. Despite the lifting of
the lockdowns, there is significant uncertainty regarding the duration and long-term impact of the COVID-19 pandemic,
as well as possible future responses by the Government of India, which makes it impossible for us to predict with certainty
the impact that the COVID-19 pandemic will have on our business and operations in the future. Further, the detection of
new strains, evolving variants such as ‘Omicron variant’, potential waning of vaccine effectiveness over time and lower
vaccination rates in certain areas of the country could lead to new lockdowns or other business restrictions or constraints
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and reduction in business activity in subsequent years, which may adversely affect our business operations.

We believe that the COVID-19 outbreak has resulted into the following challenges: (1) uncertainties over the duration
and the severity of the COVID-19 pandemic; (2) a downturn in the global economy and impact to India's economy; (3)
weakening purchasing power because of weak economic growth; (4) worsening asset quality due to weak economic
condition; (5) Introduction of statutes and regulations by the regulatory authorities and/or the Government affecting
companies' right to recover their dues. Either as an impact of statutes and regulations or inability of the borrower.

We expect that the COVID-19 pandemic may also impact our origination and servicing of loans. The lockdown
restrictions imposed by governments in India slowed our business operations that depend on customer facing activities,
back-office operations, recoveries and others for loan-related verifications and processing. If the COVID-19 pandemic
leads to a prolonged economic downturn with sustained high unemployment rates, we anticipate that businesses of our
customers may be affected. Any such slowdown may materially decrease the number and volume of loans we originate.
Further, a majority of our customers are retail customers who belong to economically weaker and low-to-middle income
segments. Due to the slowdown and downturn in the global and Indian economies, it is possible that large-scale furloughs,
terminations of employees, reductions in salaries or closure of businesses during lockdowns may lead to loss of pay or
income of our customers which may lead to increased defaults by our customers. Further, an overall deterioration in the
economy may also lead to a reduction in the value of collateral provided for our loans, leading to higher than anticipated
losses on default. In addition, economic deterioration could lead to significantly higher interest rates for our customers
which could increase the number of customers who face difficulty paying the amounts due on their loans.

14. The customers to which our Company provides SME loans may not perform as expected and our Company may
not be able to control the non-performance of such businesses.

Our Company provides unsecured SME loans to select self-employed professionals and small businesses across
manufacturing, trading and services of X 5 lakh to % 50 lakhs ticket size, which have an established track record. Our
Company does not manage, operate or control such businesses or entities. Our Company has no control over those
businesses' functions or operations. As a result, such businesses may make business, financial or management decisions
which our Company does not agree or the majority shareholders or the management of such companies may make
business, financial or management decisions that may be adverse to, or otherwise act in a manner that does not serve, our
Company’s best interests. The repayment of the loans extended to such businesses will depend to a significant extent on
the self-employed professional or specific management team of the relevant borrower entity and their actions may lead
to significant losses and affect their ability to repay our Company’s loans. Consequently, this may adversely affect our
Company’s financial performance.

15. If our provisioning requirements are insufficient to cover our existing or future levels of non- performing loans
or if future regulation requires us to increase our provisions, our ability to raise additional capital and debt funds
as well as our results of operations and financial condition could be adversely affected.

We adhere to provisioning requirements related to our loan assets pursuant to applicable RBI regulations, as are relevant
to us. For details relating to our Gross Stage 3, provisions for Gross Stage 3 and RBI provisioning norms, see “Our
Business - Segment wise Gross Stage 3 on a standalone basis” on page 137. If our provisioning requirements are
insufficient to cover our existing or future levels of Gross Stage 3 loans or if future regulation requires us to increase our
provisions, our ability to raise additional capital and debt funds as well as our results of operations and financial condition
could be adversely affected.

16. Part of our collections from customers is in cash, exposing us to certain operational risks.

Part of our collections, specifically collections in our rural business finance, is in cash. Large cash collections expose us
to the risk of theft, fraud, misappropriation or unauthorized transactions by employees responsible for dealing with such
cash collections. These risks are exacerbated by the high levels of responsibility we delegate to our employees and the
geographically dispersed nature of our network. Certain of our customers are from the rural and semi-urban markets,
which carry additional risks due to limitations on infrastructure and technology. While we obtain insurance for our cash
in transit and safes for storage of cash, we cannot assure you that the insurance obtained by us adequately covers all risks
involved or will be paid in relation to the entire amount involved, or at all.

While we have implemented technology that tracks our cash collections, taken insurance policies, including coverage for
cash in safes and in transit, and undertaken measures to detect and prevent unauthorized transactions, fraud or
misappropriation, this may not be sufficient to prevent or deter such activities in all cases, which may adversely affect
our operations and profitability. Further, we may be subject to regulatory or other proceedings in connection with any
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unauthorized transactions, fraud or misappropriation by our representatives and employees, which could adversely affect
our goodwill. We may also be party to criminal proceedings and civil litigation related to our cash collections.

17. We depend on the accuracy and completeness of information about borrowers and counterparties for our credit
assessment and risk management. Any misrepresentation, errors in or incompleteness of such information could
adversely affect our business and financial performance.

In deciding whether to extend credit or to enter into other transactions with customers, we rely on information furnished
to us by or on behalf of borrowers (including in relation to their financial transactions and past credit history). We may
also rely on certain representations from borrowers as to the accuracy and completeness of that information. For
ascertaining the creditworthiness and encumbrances on collateral we may depend on the respective registrars and sub-
registrars of assurances, credit information companies or credit bureaus such as TransUnion CIBIL, Equifax, Experian
and CRIF, and on independent valuers in relation to the value of the collateral, and our reliance on any misleading
information given may affect our judgment of credit worthiness of potential borrowers, and the value of and title to the
collateral, which may affect our business, prospects, results of operations and financial condition. We may receive
inaccurate or incomplete information as a result of negligence or fraudulent misrepresentation on the part of our customers
or employees. In addition, customers may misrepresent information in the loan application forms including in relation to
the intended end use of the loans and may apply the loans disbursed for end uses different from those mentioned in the
loan application form. Our risk management measures may not be adequate to prevent or deter such activities in all cases,
which may adversely affect our business prospects, financial condition and results of operations.

Moreover, the availability of accurate and comprehensive credit information on retail customers and small businesses in
India is more limited than for larger corporate customers, which reduces our ability to accurately assess the credit risk
associated with such lending. Although as part of our credit policy, we are required to conduct credit checks of all our
customers, including with credit bureaus, and conduct site-visits (wherever relevant) and personal discussions, there can
be no assurance that such credit information will be accurate or comprehensive. There may be relatively less financial
and credit information available on retail and rural individual borrowers, micro, small and medium enterprises and in
relation to the possibility of double-financing obtained by any such clients, than may have been available in a more
developed economy, and the availability of such financial and credit information in India may be considered to suffer
from an absence of competitive pressure at present. Difficulties in assessing credit risks associated with our day-to-day
lending operations may lead to an increase in the level of our Gross Stage 3 and restructured assets, which could adversely
affect our business prospects, financial condition and results of operations.

18. We are in the process of augmenting our information technology systems and any failure to achieve intended
results from such upgrades may adversely affect our operations and reputation.

Our business is dependent upon increasingly complex and interdependent information technology systems and as part of
our emphasis on data analytics and increasing use of electronic processes in our businesses, we are in the process of our
Lakshya 2026 plan which includes upgrading our systems and moving towards digitalising all our functions. See “Our
Business — Information Technology and Data Analysis” on page 149 for further details.

Our Company’s operations also rely on the secure processing, storage and transmission of confidential and other
information in its computer systems and networks. Our Company’s financial, accounting or other data processing systems
and management information systems or its corporate website may fail to operate adequately or become disabled as a
result of events that may be beyond its control, including a disruption of electrical or communications services. Further,
the information available to and received by our Company’s management through its existing systems may not be timely
and sufficient to manage risks or to plan for and respond to changes in market conditions and other developments in its
operations. If any of these systems are disabled or if there are other shortcomings or failures in our Company’s internal
processes or systems, it may disrupt our Company’s business or impact its operational efficiencies and render it liable to
regulatory intervention or damage to its reputation. The occurrence of any such events may adversely affect our
Company’s business, results of operations and financial condition.

In addition, the future success of our Company’s business will depend in part on its ability to respond to technological
advances and to emerging financing industry standards and practices on a cost-effective and timely basis. The
development and implementation of such technology entails significant technical and business risks. There can be no
assurance that our Company will successfully implement new technologies effectively or adapt its technology and
systems to meet customer requirements or emerging industry standards. If our Company is unable, for technical, legal,
financial or other reasons, to adapt in a timely manner to changing market conditions, customer requirements or
technological changes, its financial condition could be adversely affected. Any technical failures associated with its
information technology systems or network infrastructure, including those caused by power failures and other
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unauthorised tampering, may cause interruptions or delays in our Company’s ability to provide services to its customers
on a timely basis or at all, and may also result in added costs to address such system failures and/or security breaches,
and for information retrieval and verification.

19. We have responsibility towards environmental and social matters, we may face sustainability issues pertaining to
environmental and social matters which may impact our operations,

We aim to broaden and deepen the integration of sustainability-related aspects into our operations and have a defined
Economic, Social and Governance (“ESG”) framework that guides our business. We understand our responsibility
towards the society at large and therefore, our business strategy emphasizes the importance of structured stakeholder
engagement processes in order to generate long term value to stakeholders. We are also cognizant of other important
sustainability aspects and endeavour to continuously enhance our operations towards factors influencing ESG. However,
we cannot assure you that we will be able to identify the opportunities to improve further towards global and national
sustainability goals.

20. Any downgrade in our credit ratings could increase borrowing costs and adversely affect our access to capital
and lending markets and could also affect our interest margins, business, results of operations and financial
condition.

The cost and availability of capital depends in part on our short-term and long-term credit ratings. Credit ratings reflect
the opinions of rating agencies on our financial strength, operating performance, strategic position and ability to meet our
obligations. Certain factors that influence our credit ratings may be outside of our control. For example, our credit ratings
may depend on the financial performance and business prospects of our Promoter and its majority shareholding in our
Company. CRISIL, India Ratings and ICRA have rated our Company’s NCDs to be issued pursuant to this Issue as
[CRISIL] AAA / Stable (pronounced as CRISIL triple A rating with Stable outlook), ICRA AAA / Stable (pronounced
as ICRA triple A with Stable outlook) and IND AAA / Stable (pronounced as IND triple A with Stable outlook),
respectively. For further details on ratings on our Company’s long term debt, short-term debt, perpetual debt and principal
protected market linked debentures, see “Our Business — our Credit Ratings” on page 151. Any downgrade of our credit
ratings would increase borrowing costs and constrain our access to capital and debt markets and, as a result, would
negatively affect our net interest margin and our business. In addition, downgrades of our credit ratings could increase
the possibility of additional terms and conditions being added to any additional financing or refinancing arrangements in
the future. Any such adverse development could adversely affect our business, financial condition and results of
operations.

Credit ratings across the industries we operate may also depend on the underlying circumstances and economic
environment around such industries. Our business depends and will continue to depend on our ability to access diversified
funding sources. Changes in economic and financial conditions or continuing lack of liquidity in the market could make
it difficult for us to access funds at competitive rates. While our borrowing costs have been competitive in the past due
to our ability to raise debt products, credit rating and our asset portfolio, in the event we are unable to access funds at an
effective cost that is comparable to or lower than our competitors, we may not be able to offer competitive interest rates
for our loans. This may adversely impact our business and results of operations.

21. We may require additional financing for our business operations and the failure to obtain additional financing
on terms commercially acceptable to us may adversely affect our ability to grow and our future profitability.

We may require additional capital for our business operations. The actual amount and timing of our future capital
requirements may differ from estimates as a result of, among other things, unforeseen delays or cost overruns in
developing our products, changes in business plans due to prevailing economic conditions, unanticipated expenses and
regulatory changes, including any changes to RBI’s monetary policies which are applicable to us. To the extent our
planned expenditure requirements exceed our available resources; we will be required to seek additional debt or equity
financing. Additional debt financing could increase our interest costs and require us to comply with additional restrictive
covenants in our financing agreements.

Our ability to obtain additional financing on favourable terms, if at all, will depend on a number of factors, including our
future financial condition, results of operations and cash flows, the amount and terms of our existing indebtedness,
security, our track record of compliance of the covenants contained in our financial agreements, general market conditions
and market conditions for financing activities and the economic, political and other conditions.

We cannot assure you that we will be able to raise additional financing on acceptable terms in a timely manner or at all.
Our failure to renew arrangements for existing funding or to obtain additional financing on acceptable terms and in a
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timely manner could adversely impact our ability to incur capital expenditure, our business, results of operations and
financial condition.

22. We may experience difficulties in expanding our business into new regions and markets in India.

As part of our growth strategy, we continue to evaluate opportunities to expand our business into new markets in and
outside India. For our rural business we intend to expand our branch network services in the rural and semi-urban markets
of India, as well as additional districts in the states in which we are present. Factors such as competition, customer
requirements, regulatory regimes, business practices and customs in these new markets may differ from those in our
existing markets, and our experience in our existing markets may not be applicable to these new markets. For instance, a
certain states in India have enacted laws to regulate money lending transactions. These laws may provide maximum rate
of interest that can be charged. There is ambiguity on whether or not NBFCs are required to comply with the provisions
of these state money lending laws. There are severe civil and criminal penalties for non-compliance with the relevant
money lending statutes. If it is judicially determined or clarified in law that such statutes apply to NBFCs, our expansion
in such states could be hindered.

In addition, as we enter new markets and geographical regions, we are likely to compete with not only other banks and
financial institutions but also the local unorganized or semi-organized private financiers, who are more familiar with
local regulations, business practices and customs, and have stronger relationships with target customers.

As we plan to expand our geographic footprint, our business may also be exposed to additional challenges, including
obtaining necessary governmental approvals, identifying and collaborating with local business partners with whom we
may have no existing relationship; successfully marketing our products in markets in which we have no familiarity;
attracting customers in a market in which we do not have significant experience or visibility; being subject to additional
local and/or foreign taxes; attracting and retaining new employees; expanding our technological infrastructure;
maintaining standardized systems and procedures; and adapting our marketing strategy and operations to new markets in
and outside of India, in which different languages are spoken. To address these challenges, we may have to make
significant investments that may not yield desired results or incur costs that we may not be able to recover. Our inability
to expand our current operations may adversely affect our business, financial conditions, and results of operations.

23. We may develop new financial products which may not yield the intended results and which in turn may have an
adverse effect on our business, prospects and results of operations.

We may from time to time evaluate the introduction and launch of new financial products. Developing and
commercializing a new product can be time consuming, costly and subject to numerous factors, including among others:

o ability to correctly anticipate customer demand and the market for such products;

e ability to develop products in a timely manner and in compliance with regulatory requirements;

o risk that any of our products that maybe under development, if and when fully developed and tested, will not perform
as expected;

e delays or unanticipated costs; and

e delay in locating and establishing collaborations with distributors or other channels to distribute our products in our
targeted markets.

We cannot assure you that any expenses we incur in developing or distributing such products will be recovered, partially
or at all, even if we are successful in launching such products. In the event we fail to successfully and timely develop,
and launch new financial products, our business, prospects and results of operations may be adversely affected.

24. We may make acquisitions of, or investments in, complementary businesses or products, or seek to engage in
strategic transactions which may be on terms that may not be commercially advantageous, may require additional
debt or equity financing, and may not yield intended results.

We periodically review potential acquisition of products, product rights and complementary businesses and intend to
continue to evaluate, potential product or business acquisitions including to expand our geographic presence and product
portfolio. Further, we may seek to engage in strategic transactions with third parties, such as tie-ups, joint ventures,
restructuring, business combinations, among others. We cannot assure you that we will be able to identify suitable
acquisition, strategic transactions or investment opportunities. To the extent that we do identify opportunities that we
believe to be suitable, we cannot assure you that we will be able to reach an agreement, that the terms we may agree to
will be commercially advantageous to us, or that we will be able to successfully consummate such investments,
acquisitions or transactions even after definitive documents have been signed.
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If we require financing in order to fund such transaction, we cannot assure you that we will be able to obtain required
financing when needed on commercially acceptable terms, or at all. Further, any such transactions may require us to incur
non-recurring and other charges, increase our near and long-term expenditures, pose significant integration challenges,
require additional expertise, result in dilution of our existing shareholders and disrupt our management and business,
which may adversely affect our business, financial position and results of operations. We also may face significant
competition in seeking appropriate investments or acquisitions. We cannot assure you that, following the consummation
of such investments or acquisitions, these transactions will yield intended results.

25. Any non-compliance with mandatory Anti-Money Laundering and Know Your Customer policies could expose
us to additional liability and harm our business and reputation.

In accordance with the requirements applicable to us, we are mandated to comply with rules and regulations under
Prevention of Money Laundering Act (PMLA) 2002, the Prevention of Money-Laundering (Maintenance of Records)
Rules, 2005 and RBI Know Your Client (“KYC”) regulations in India. These laws and regulations require us, among
other things, to adopt and enforce AML and KYC policies and procedures. While we have adopted policies and
procedures aimed at collecting and maintaining all AML and KYC related information from our customers in order to
detect and prevent the use of our networks for money-laundering activities, there may be instances where we may be
used by other parties in attempts to engage in money-laundering and other illegal or improper activities. 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 relevant government
agencies. Our business and reputation could suffer if any such parties use or attempt to use us for money-laundering or
illegal or improper purposes and such attempts are not detected or reported to the appropriate authorities in compliance
with applicable regulatory requirements.

26. We depend on the services of our management team and employees and our inability to recruit and retain them
may adversely affect our business.

Our future success depends substantially on the continued service and performance of members of our management team,
and in particular, our Directors and KMP and also upon our ability to manage key issues relating to human resource such
as selecting and retaining key employees, developing managerial experience, addressing emerging challenges and
ensuring a high standard of client service. There is intense competition for experienced senior management and other
qualified personnel, particularly office managers, field executives and employees with local knowledge in client
procurement, loan disbursement and instalment collections. If we cannot hire additional or retain existing management
personnel and employees, our ability to expand our business will be impacted and our revenue could be adversely
affected. Failure to train and motivate our employees properly may result in an increase in employee attrition rates,
require additional hiring, divert management resources, adversely affect our origination and collection rates, increase our
exposure to high-risk credit and impose significant costs on us. While we have an incentive based remuneration structure,
employee stock option schemes and training and development programs designed to encourage employee retention, our
inability to attract and retain talented professionals, or the resignation or loss of senior personnel, may have an adverse
impact on our business, future financial performance.

As of June 30, 2022, we employed 24,937 employees on a consolidated basis. Though we believe that we maintain good
relationship with our employees, we cannot assure you that we will not experience future disruptions to our operations
due to disputes or other problems with our work force, which may adversely affect our business and result operations.

27. Certain of our business is heavily dependent on our operations in certain regions in India, and any adverse
changes in the conditions affecting these regions can adversely impact our business, financial condition and
results of operations.

Our farmer finance business is dependent on the state of Karnataka, Uttar Pradesh and Madhya Pradesh, with 13.33%,
13.30% and 12.50%, of our outstanding farmer finance loans as of June 30, 2022, respectively. Further, our housing
business operates in 27 locations, out of which, top two locations (Mumbai and Bangalore) accounted for 32.59% and
23.03% of our outstanding housing business loans (home loans and LAP) as of June 30, 2022, respectively, arising from
these regions. Our Rural Business Finance is concentrated in the states of Bihar and Tamil Nadu, with 31.10% and
25.20%, of our outstanding Rural Business Finance as of June 30, 2022, respectively.

In the event of a regional slowdown in the economic activity in these regions or factors such as a slowdown in sectors

such as real estate or agriculture in these states, we may experience more pronounced effects on our financial condition
and results of operations. Our business, financial condition and results of operations have been and will continue to be
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largely dependent on the performance of, and the prevailing conditions affecting, the economy in these regions.
Therefore, any significant social, political or economic disruption, or natural calamities or civil disruptions in these
regions, or changes in the policies in these regions may affect our business operations, require us to incur additional
expenditure and change our business strategies.

28. We face difficulties and incur additional expenses in operating in rural and semi-urban markets, where
infrastructure may be limited.

Certain of our customers are from the rural and semi-urban markets, which may have limited infrastructure, particularly
for transportation and electricity. At offices in remote markets, we may face difficulties in conducting operations, such
as accessing power facilities, transporting people and equipment, implementing technology measures. We may also face
increased costs in conducting our business and operations and implementing security measures. There can be no assurance
that such costs will not increase in the future as we expand our network in rural and semi urban markets, which could
adversely affect our profitability.

29. A decline in our Company’s capital ratio or capital adequacy requirement could restrict our future business
growth.

As a NBFC-ND-SI, our Company is required to maintain a capital ratio-requirement of at least 15% of our aggregate
risk-weighted assets of our balance sheet (on-balance sheet and of risk adjusted value of off balance sheet items) on an
ongoing basis. In addition, we are regulated by the RBI, and are subject to certain capital to risk weighted adequacy ratio
(CRAR). The minimum capital requirement or capital to risk weighted adequacy ratio (CRAR) required to be maintained
by us, as well as the respective capital to risk weighted adequacy ratio (CRAR) of us as at June 30, 2022 and March 31,
2022 are as follows:

Category Minimum capital requirement/ | capital to risk weighted adequacy ratio (CRAR)
adequacy ratio June 30, 2022 March 31, 2022
NBFC-ND-SI 15% 20.81% 20.77%

If we continue to grow our loan assets and asset base, we will be required to raise additional capital in order to continue
to meet applicable capital to risk weighted adequacy ratio (CRAR) with respect to our business. We cannot assure you
that we will be able to raise adequate additional capital in the future on terms favourable to us.

30. Our risk management measures may not be fully effective in mitigating our risks in all market environments or
against all types of risks, which may adversely affect our business and financial performance.

We are exposed to a variety of risks, including liquidity risk, interest rate risk, credit risk, operational risk and legal risk.
The effectiveness of our risk management is limited by the quality and timeliness of available data. Our hedging strategies
and other risk management techniques may not be fully effective in mitigating our risks in all market environments or
against all types of risk, including risks that are unidentified or unanticipated such as the risk of employee or human error.
Some methods of managing risks are based upon observed historical market behaviour. As a result, these methods may
not predict future risk exposures, which could be greater than the historical measures indicated. Other risk management
methods depend upon an evaluation of information regarding markets, customers or other matters. This information may
not in all cases be accurate, complete, current, or properly evaluated. Management of operational, legal or regulatory risk
requires, among other things, policies and procedures to properly record and verify a number of transactions and events.

Some of our borrowers may not have any credit history supported by tax returns, bank or credit card statements,
statements of previous loan exposures, or other related documents, have limited formal education, and may only be able
to furnish limited information for us to assess their creditworthiness accurately. In addition, we may not receive updated
information regarding any change in their financial condition or may receive inaccurate or incomplete information as a
result of any fraudulent misrepresentation. It is, therefore, difficult to carry out credit risk analysis on our borrowers.
Although we have established policies and procedures, they may not be fully effective. For further information, see “Our
Business” on page 128. Our future success will depend, in part, on our ability to respond to new technological advances
and evolving NBFCs, standards and practices in the sectors we cater to, on a cost-effective and timely basis. The
development and implementation of standards and practices entails significant technical and business risks. We cannot
assure you that we will successfully implement new technologies or adapt our transaction-processing systems to customer
requirements or evolving market standards.

31. Any failure, inadequacy and security breach in our information technology systems may adversely affect our
business.
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Our operations depend on our ability to process a large number of transactions on a daily basis. Our mobile applications
and our website are linked to our servers located at our physical data centres (Powai) and Google cloud platform (Mumbai
Region). Our financial, accounting or other data processing systems may fail to operate adequately or become disabled
as a result of events that are beyond our control, including a disruption of electrical or communications services,
particularly in the rural and semi-urban markets in which we primarily operate. Our business is particularly susceptible
to such disruptions because of our reliance on technology systems and processes, our mobility solutions and the higher
cost of installation and implementation of technology in the rural and semi-urban markets for our Retail Business. For
example, our two-wheeler finance business is conducted entirely through our mobile based technology relying on
electronic customer checks, electronic data capture, online income assessment and automated processes. Any failure in
these systems may adversely affect our business.

Our operations also rely on the secure processing, storage and transmission of confidential and other information in our
computer systems and networks. Our computer systems, servers, software, including software licensed from vendors and
networks may be vulnerable to unauthorized access, computer viruses or other malicious code and other events that could
compromise data integrity and security and result in identity theft including customer data, customer KYC documents
(including identity proofs, income and tax statements and bank account details), employee data and propriety business
data, trade secrets or other intellectual property, for which we could potentially be liable. In addition, our systems are
potentially vulnerable to data security breaches, whether by employees, who may have a lack of experience with our
newer information technology systems, or others, that may expose sensitive data to unauthorized persons. Although we
have not experienced any significant disruptions to our information technology systems in the past, we cannot assure you
that we will not encounter disruptions in the future. Any such security breaches or compromises of technology systems
could result in institution of legal proceedings against us and potential imposition of penalties. Moreover, if there are
other shortcomings or failures in our technology systems, it could affect our operations or result in financial loss,
disruption of our businesses, regulatory intervention or damage to our reputation.

32. We utilize the services of certain third parties for our operations. Any deficiency or interruption in their services
could adversely affect our business and reputation.

We engage third party service providers from time to time for services including the valuation of assets and legal services,
direct selling agents and as collection agents. Such third parties are typically proprietorships or professionals. Our
agreements with them 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 direct selling agents will continue to provide a significant
number of leads for loans to us in comparison with our competitors, or at all. Some third party vendors may also be small
companies which are likely to experience financial or operational difficulties than larger, well established companies due
to limited financial and other resources. This may result in a delay of services or products delivered to us and we may be
unable to find alternative vendors.

In addition, we utilize third party vendors for our information technology systems and rely on such vendors for adequate
and timely delivery of services, providing support and troubleshooting advice and maintaining adequate resources and
bandwidth for the smooth running of our operations. Our ability to control the manner in which services are provided by
third party service providers is limited and we may be held liable on account of any deficiency of services on the part of
such service providers. We cannot assure you that we will be successful in continuing to receive uninterrupted and quality
services from our third party service providers. Any disruption or inefficiency in the services provided by our third-party
service providers could affect our business and reputation.

33. We may face asset-liability mismatches, which could affect our liquidity and consequently may adversely affect
our operations and profitability.

We may face potential liquidity risks because our assets and liabilities mature over different periods. As is typical for
NBFCs, we meet a portion of our funding requirements through short-term funding sources, such as by issuing
commercial paper, short-term loans from banks. The majority of our loan assets, however, mature over the medium term.
There are stipulated limits for mismatches in the different time buckets in the statement of structural liquidity for NBFCs,
which the company continuously monitors and endeavours to stay within. However, our inability to accurately forecast
our cash inflows and cash outflows and based on it obtain additional credit facilities or renew our existing credit facilities
or fund long term assets in a regulatory compliant, timely and cost-effective manner or at all may lead to negative
mismatches between our assets and liabilities, which in turn may adversely affect our operations and profitability and
even solvency.
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34. There are outstanding litigation pending against us, which, if determined adversely, could affect our business,
results of operations and financial condition.

Our Company, Promoter and our Directors are party to legal proceedings. These legal proceedings are pending at different
levels of adjudication before various courts, tribunals and statutory, regulatory and other judicial authorities in India, and,
if determined against us, could adversely affect our business, results of operations and financial condition. We can give
no assurance that these legal proceedings will be decided in our favour or that no further liability may arise from these
claims in the future.

Should any new developments arise, such as any change in applicable Indian law or any rulings against us by appellate
courts or tribunals, we may need to make provisions in our financial statements that could increase expenses and current
liabilities, which could adversely affect our results of operations. See “Outstanding Litigations and Defaults” on page
397 for a description of certain material proceedings involving our Company, Group Companies and our Directors.

35. We benefit from our relationship with L&T which retains majority shareholding in our Promoter, which will
allow it to exercise significant influence over us.

As on June 30, 2022, L&T controls 66.23% of our Promoter’s outstanding Equity Shares. Our Company being a wholly
owned subsidiary of our Promoter, L&T will continue to exercise significant influence over our business policies and
affairs and all matters requiring ordinary shareholder approval. This concentration of ownership also may delay, defer or
even prevent a change in control of our Company and may make some transactions more difficult or impossible without
the support of our Promoter and/or L&T.

In addition, we operate in a competitive environment, and we believe that our brand recognition is a significant
competitive advantage to us. We leverage on the goodwill of our Promoter and the L&T group. We believe that this
goodwill ensures a steady inflow of business. In the event L&T withdraws the use of its trademark and logo for our
operations, is unable to maintain the quality of its services or brand name or its goodwill deteriorates for any reason
whatsoever, our business and results of operations may be adversely affected.

In addition, in the event of any change of control, merger, consolidation, takeover or other business combination involving
us, a transfer of shares by our Promoter, or actions such as a preferential allotment to any investor or a conversion of any
convertible instruments, our ability to leverage the “Larsen & Toubro” brand may be adversely affected and the benefits
of being a Larsen & Toubro group company, which includes access to capital and human resources, various operational
synergies and our ability to leverage business from other Larsen & Toubro group companies, may no longer be possible
and as a result of which, could adversely affect our business, future financial performance and results of operations.

36. We have entered into, and may continue to enter into, related party transactions and we cannot assure you that
we could not have achieved more favourable terms had such transactions not been entered into with related
parties.

We have entered into transactions with several related parties, including our Promoter and companies in the L&T group.
We can give no assurance that we could not have achieved more favourable terms had such transactions been entered
into with parties that were not related parties and such transactions would be perceived to be ‘arms-length’ transactions
by the regulatory and statutory bodies. Furthermore, it is likely that we may enter into related party transactions in the
future. We cannot assure you that such transactions, individually or in the aggregate, will not have an adverse effect on
our financial condition, reputation and results of operations. The transactions we have entered into and any future
transactions with our related parties have involved or could potentially involve conflicts of interest and reputational risk.
For more information, see “Related Party Transaction” on page 186.

37. Our Promoter and two Directors holds Equity Shares in our Company and are therefore interested in our
Company’s performance in addition to their remuneration and reimbursement of expenses.

Our Promoter and two Directors (holding one Equity Share each jointly with the Promoter) are interested in our Company,
in addition to regular remuneration or benefits and reimbursement of expenses, to the extent of their shareholding in our
Company. We cannot assure you that our Promoter and the said Directors will exercise their rights as shareholders to the
benefit and best interest of our Company. Our Promoter and the Directors may take or block actions with respect to our
business which may conflict with the best interests of our Company or that of minority shareholders.

38. Fluctuations in the market values of our investments and other asset portfolio could adversely affect our result
of operations and financial condition.
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We maintain a portfolio of investments, which includes government securities, corporate debt securities, certificates of
deposits and various mutual fund units. Any financial turmoil in the financial markets has the ability to adversely impact
the economic activity in India and globally. Continued deterioration of the credit and capital markets could result in
volatility of our investment earnings and impairments to our investment and asset portfolio, which could adversely affect
our reported income and financial condition.

39. Any failure or significant weakness of our internal controls system could cause operational errors or incidents of
fraud, which would materially and adversely affect our profitability and reputation.

We are responsible for establishing and maintaining adequate internal measures commensurate with the size and
complexity of operations. Our internal or concurrent audit functions are equipped to make an evaluation of the adequacy
and effectiveness of internal controls on an ongoing basis to ensure that business units adhere to our internal risk policies,
compliance requirements and internal circular guidelines. While we periodically test and update, as necessary, our
internal controls systems, we are exposed to operational risks arising from the potential inadequacy or failure of internal
processes or systems, and our actions may not be sufficient to guarantee effective internal controls in all circumstances.
Given the size of our operations, it is possible that errors may repeat or compound before they are discovered and rectified.

Our management information systems and internal control procedures that are designed to monitor our operations and
overall compliance may not identify every instance of non-compliance or every suspicious transaction. If internal control
weaknesses are identified, our actions may not be sufficient to correct such internal control weakness. We face operational
risks in our various businesses and there may be losses due to failures or inadequacies of our internal controls systems.
Failures in our internal controls systems may lead to deal errors, pricing errors, inaccurate financial reporting, fraud and
failure of critical systems and infrastructure. Such instances may also adversely affect our reputation, business and results
of operations. Failures or material weaknesses in internal controls may also lead to incidents of fraud. There can also be
no assurance that we would be able to prevent frauds in the future or that our existing internal mechanisms to detect or
prevent fraud will be sufficient. Any fraud discovered in the future may have an adverse effect on our reputation, business,
results of operations and financial condition.

40. We require certain statutory and regulatory approvals for conducting our business and our inability to obtain,
retain or renew them in a timely manner, or at all, may adversely affect our operations.

We require certain statutory and regulatory approvals for conducting our business and may also need additional approvals
from regulators in connection with other fee-based products to our customers. For example, we are required to obtain and
maintain a certificate of registration for carrying on business as an NBFC. We are also required to comply with the
prescribed requirements including exposure limits, classification of Gross Stage 3, KYC requirements and other internal
control mechanisms. In the future, we will be required to maintain such permits and approvals and obtain new permits
and approvals for any proposed expansion strategy or diversification into additional business lines or new financial
products. We may not be able to obtain such approvals in a timely manner or at all.

In addition, our various offices, branches and customer care centres are required to be registered under the relevant shops
and establishments laws of the states and also require a trade license in municipal limits of certain states which are subject
to periodic renewals, which we may not be able to obtain in a timely manner. The shops and establishment laws regulate
various employment conditions, including working hours, holidays and leave and overtime compensation. Any court in
India, arbitration panel or regulatory authority may in the future find that we have not complied with applicable legal or
regulatory requirements. We may also be subject to lawsuits or arbitration claims by customers, employees or other third
parties in the different state jurisdictions in India in which we conduct our business. If we fail to obtain or retain any of
these approvals or licenses, or renewals thereof, in a timely manner or at all, our business may be adversely affected.

If we fail to comply, or a regulator claims we have not complied, with any of these conditions, our certificate of
registration may be suspended or cancelled and we shall not be able to carry on such activities. We may also incur
substantial costs related to litigation if we are subject to significant regulatory action, which may adversely affect our
business, future financial performance and results of operations.

41. Part of our loan portfolio may no longer continue to be classified as priority sector advances by the RBI.
The RBI currently mandates domestic commercial banks operating in India to maintain an aggregate 40% of adjusted net
bank credit or credit equivalent amount of off-balance sheet exposure, whichever is higher as “priority sector advances”.

These include advances to agriculture, micro and small enterprises, micro enterprises within the micro and small
enterprises sector, export credit and advances to weaker sections where the government seeks to encourage flow of credit
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for developmental reasons. Banks in India that have traditionally been constrained or unable to meet these requirements
organically have relied on specialised institutions like us that are better positioned to or exclusively focus on originating
such assets through on-lending or purchase of assets or securitised and assigned pools to comply with these targets.

In the event that any part of our loan portfolio is no longer classified as a priority sector advance by the RBI, or if the
laws relating to priority sector lending as applicable to the banks undergo a change, our ability to raise priority sector
loans from banks will be hampered, which may adversely affect our financial condition, results of operations and/or cash
flows.

42. Our insurance coverage may not adequately protect us against losses.

We maintain insurance coverage that we believe is adequate for our operations. Our insurance policies, however, may
not provide adequate coverage in certain circumstances and are subject to certain deductibles, exclusions and limits on
coverage. We cannot, however, assure you that the terms of our insurance policies will be adequate to cover any damage
or loss suffered by us or that such coverage will continue to be available on reasonable terms or will be available in
sufficient amounts to cover one or more large claims, or that the insurer will not disclaim coverage as to any future claim.

A successful assertion of one or more large claims against us that exceeds our available insurance coverage or 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.

43. We do not own the “L&T” trademark and logo. In the event that we are unable to use the “L&T” trademark and
logo or if there are any unauthorized usage which may result in the dilution of the trademarks recognized with
our Company and loss of reputation, our business and results of operations may be adversely affected.

The “L&T” trademark is registered in favour of L&T. Pursuant to a Trademark License Agreement read together with
the scheme of amalgamation effective from February 13, 2017, our Company has been granted a global non-exclusive,
non-transferrable license to use the “L&T” trademark and logo for a consideration payable by each of the licensees of up
to 0.15% of the assets, or 1.5% of the PAT for the first year, 3.0% of the PAT for the second year or 5.0% of PAT for the
third year onwards, of each of the licensees, whichever is lower, plus applicable taxes. The payment of such consideration
is made on an annual basis, unless otherwise agreed amongst the parties. The Trademark License Agreement can be
terminated by the parties thereto upon written notice in accordance with its terms. Furthermore, the Trademark License
Agreement can also be terminated by any party upon change in management control of any of the licensees or upon
breach of the terms of the Trademark License Agreement by any of the licensees. In the event that the Trademark License
Agreement is terminated, we may have to discontinue the use of the “L&T” trademark and logo. For further details please
refer to chapter titled “Our Business” on page 127.

Further, third parties may infringe our intellectual property, causing damage to our business prospects, reputation and
goodwill. Our efforts to protect our intellectual property may not be adequate and any third party claim on any of our
unprotected brands may lead to erosion of our business value and our operations could be adversely affected. We may
need to litigate in order to determine the validity of such claims and the scope of the proprietary rights of others. Any
such litigation could be time consuming and costly and a favourable outcome cannot be guaranteed. We may not be able
to detect any unauthorized use or take appropriate and timely steps to enforce or protect our intellectual property. We
cannot assure you that any unauthorized use by third parties of the trademarks will not similarly cause damage to our
business prospects, reputation and goodwiill.

Our inability to use these trademarks and any unauthorized usage could result in the dilution of the trademarks recognized
with our Company and loss of reputation, which may result in adverse effects to our business and results of operations.

44. Most of our offices and branches are located on leased premises and non-renewal of lease agreements or their
renewal on terms unfavourable to us could adversely affect our operations.

As of June 30, 2022, our Registered office, our Corporate office and all our branches are housed on leased premises.
Lease agreements entered into in relation to such premises have provisions which allow us to renew the agreement on
mutually agreed terms and contain provisions for issuance of notices subject to a notice period in case of termination or
non-renewal. In the event, any of the owners of these premises do not renew the agreements under which we occupy the
premises, or if they seek to renew such agreements on terms and conditions unfavourable to us, or if they terminate the
agreement, we may suffer a disruption in our operations or increased costs, or both, which may adversely affect our
business and results of operations. All or any of the leases may not be renewed on similar terms or at all, or we may be
evicted from all or a number of these premises and be required to pay damages to the landlord. This may adversely impact
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our business and financial condition.

45, Our Company has incurred significant indebtedness and may incur additional debt. The conditions and
restrictions imposed by our financing agreements could adversely impede our flexibility in conducting our
business.

As of June 30, 2022, our Company, had total borrowings of X 75,369.63 crore. Our level of indebtedness has important
consequences to us, such as:

increasing our vulnerability to general adverse economic, industry and competitive conditions;
limiting our flexibility in planning for, or reacting to, changes in our business and the industry;
affecting our credit rating;

limiting our ability to borrow further now and in the future;

affecting our capital adequacy requirements; and

increasing our interest expenditure.

Most of our financing arrangements are secured by charge on receivables from our outstanding loans and other business
operations. Certain of our financing agreements also include certain conditions and covenants requiring us to maintain
stipulated financial ratios and obtain consents from lenders prior to carrying out certain activities and entering into certain
transactions. For instance, we are required to obtain prior written consents from respective lenders for, among others, the
following matters:

e to declare or pay dividend to any of our shareholders whether equity or preference, during any financial year unless
we have paid to the lender the dues payable by them in that year;

to change the capital structure;

to undertake or permit any merger, amalgamation or compromise with the shareholders, creditors or effect any
scheme of amalgamation or reconstruction;

to amend the MOA and AOA or alter the constitution;

to undertake substantial change in general nature of business

to change the ownership or control; and

to make any major investments by way of deposits, loans or share capital in any manner.

Compliance with the various terms of our loans is subject to interpretation and we cannot assure you that we have received
or will receive all consents from our lenders that would be advisable under our financing documents. As a result, it is
possible that a lender could assert that we have not complied with certain terms under our financing documents. Any
failure to service our indebtedness, comply with a requirement to obtain consent or perform any condition or covenant
could impede our flexibility in conducting our business, which may have an adverse effect on our business and results of
operations.

46. Our Company is subject to certain restrictive covenants in our loan documents, which may restrict our operations
and ability to grow and may adversely affect our business. Any default in compliance with the material covenants
could adversely affect our financial condition, and/or our ability to obtain financing in the future.

There are restrictive covenants in the agreements we have entered into with our lenders. These restrictive covenants
require us to maintain certain financial ratios and seek the prior permission of these banks/financial institutions for various
activities, including, amongst others, selling, leasing, transferring or otherwise disposing of any part of our business or
revenues, effecting any scheme of amalgamation or reconstitution, implementing a new scheme of expansion, taking up
an allied line of business or making any amendments to Memorandum and Articles of Association etc. Such restrictive
covenants in our loan documents may restrict our operations or ability to expand and may adversely affect our business.

A failure to observe the covenants under our financing arrangements or to obtain necessary consents required thereunder
may lead to the termination of our credit facilities, acceleration of all amounts due under such facilities and the
enforcement of any security provided. Any acceleration of amounts due under such facilities may also trigger cross
default provisions under our other financing agreements. If the obligations under any of our financing documents are
accelerated, we may have to dedicate a substantial portion of our cash flow from operations to make payments under
such financing documents, thereby reducing the availability of cash for our working capital requirements and other
general corporate purposes. Further, during any period in which we are in default, we may be unable to raise, or face
difficulties raising, further financing. Any of these circumstances could adversely affect our business, credit rating and
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financial condition, cash flows and results of operations.

47. Certain loans and debt raised by us entail interest at variable rates and any increases in interest rates may
adversely affect our results of operations.

There are certain loans and debt, including NCDs raised by us, aggregating to X 18,860.03 crore as of June 30, 2022,
interest rates for which are either fully floating or partially floating in nature, expressed as a Marginal Cost of funds-
based Lending Rate (MCLR) and interest spread, which is variable. Further, financing agreements in relation to such debt
include provisions providing for interest rates to be periodically reset or changed based on the lender’s internal policies.
We are susceptible to fluctuations in interest rates and associated risks for such debt. As such, any increase in interest
rates may have an adverse effect on our business, results of operations, cash flows net interest income and financial
condition.

48. We have certain contingent liabilities, which, if materialized, may adversely affect our financial condition.

As of March 31 2022, we had certain contingent liabilities not provided for, amounting to ¥ 1,064.32 crore determined
in accordance with our accounting policies as disclosed under our significant accounting policies and notes to the
accounts. Further, the contingent liability of amounts disclosed in our Reformatted Financial Information represents
estimates and assumptions of our management based on advice received. In the event that any of these contingent
liabilities materialize, our financial condition may be adversely affected. For further information on such contingent
liabilities as defined under IND AS 37 issued by the ICAI, see “Financial Information” on page 201. In the event that
any of these contingent liabilities materialize, our financial condition may be adversely affected.

49. We have in this Draft Shelf Prospectus included certain non-GAAP financial measures and certain other
financial information related to our operations and financial performance. These non-GAAP measures and
financial information may vary from any standard methodology that is applicable across the financial services
industry, and therefore may not be comparable with financial or statistical information of similar nomenclature
computed and presented by other financial services companies

Certain non-GAAP financial measures and certain other financial information relating to our operations and financial
performance have been included in this section and elsewhere in this Draft Shelf Prospectus. We compute and disclose
such non-GAAP financial measures and such other financial information relating to our operations and financial
performance as we consider such information to be useful measures of our business and financial performance. These
non-GAAP financial measures and other statistical and other information relating to our operations and financial
performance may not be computed on the basis of any standard methodology that is applicable across the industry and
therefore may not be comparable to financial measures and statistical information of similar nomenclature that may be
computed and presented by other NBFCs and financial services companies.

50. This Draft Shelf Prospectus includes certain unaudited financial information, which has been subjected to limited
review, in relation to our Company. Reliance on such information should, accordingly, be limited. Additionally,
our Company may publish additional unaudited financial information during the Issue Period.

This Draft Shelf Prospectus includes Unaudited Financial Results in relation to our Company for the three months ended
June 30, 2022 in respect of which the Auditors have issued their Review Report dated July 19, 2022. As Unaudited
Financial Information prepared by our Company in accordance with Regulation 52 of the SEBI LODR Regulations have
been subject only to a limited review and as described in Standard on Review Engagements (SRE) 2410, “Review of
Interim Financial Information” Performed by the Independent Auditor of the Entity” issued by the ICAI and not to an
audit, any reliance by prospective investors on such Unaudited Financial Results for the three months ended June 30,
2022 should, accordingly, be limited.

Any financial results published in the future may not be consistent with past performance. Accordingly, prospective
investors should rely on their independent examination of our financial position and results of operations, and should not
place undue reliance on, or base their investment decision solely on the financial information included in this Draft Shelf
Prospectus.

51. The success and growth of our business depends upon our ability to innovate and develop new products and
services. We are expanding and have forayed into consumer finance, SME finance and rural business finance in
the recent past and may in the future continue to expand into new industry verticals. Our failure to mitigate
specific regulatory, credit, and other risks associated with a new business could have an adverse effect on our
business and results of operations.
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We are exploring and will continue to explore new business initiatives, including those in which we have limited or no
experience, as well as new business models that may be untested. For example, our SME (Small and Medium Enterprises)
including loans to professionals and mid-size entrepreneurs was launched in Fiscal 2022 and as a result we have limited
operating history for these products and services. We have limited financial data that can be used to evaluate such new
businesses, and such data may not be indicative of future performance.

These offerings may present new and difficult technology, operational, and other challenges, and if we experience service
disruptions, failures, credit risk or other issues, our business may be materially and adversely affected. Developing new
business initiatives requires significant investments of time and resources, and may present new and difficult
technological, operational and compliance challenges. Our newer businesses may not recoup our investments in a timely
manner or at all. If any of this were to occur, it could damage our reputation, and limit our growth, business and prospects.
Additionally, the market may not be receptive to our offerings or there may be other established players whose established
presence in the business would inhibit our growth.

Success of any new product or business in the lending and financial services industry also depends on our ability to
constantly monitor and promptly react to legislative and regulatory changes that affect the new businesses. Any change
to the existing legal or regulatory framework may require us to allocate additional resources to our new business, which
may increase our regulatory compliance costs and direct management attention, and consequently affect our business,
financial condition, results of operations and cash flows.

Risks relating to Rural Business Finance

52. Rural Business Finance loans are unsecured and are susceptible to various operational and credit risks which
may result in increased levels of NPAs, thereby adversely affecting our business, results of operation, cash flows
and financial condition.

Our customers typically have limited sources of income, savings and credit histories and as a result, are usually adversely
affected by declining economic conditions. Such customers generally do not have a high level of financial resilience, and,
as a result, they can be adversely affected by declining economic conditions and natural calamities such as floods or
droughts. Furthermore, as there is typically limited financial information available about our focus customer segment and
many of our customers do not have any credit history supported by tax returns, bank or credit card statements, statements
of loan exposures from players operating in the unorganized segments or other related documents, it is difficult to
consistently carry out credit risk analyses on our customers.

Further, we rely primarily on non-traditional guarantee mechanisms rather than any tangible assets such as collateral. Our
loans typically involve a joint liability mechanism whereby borrowers form an informal group and provide joint and
several guarantees for loans obtained by each member of the group. There can however be no assurance that such joint
liability arrangements will ensure repayment by the other members of the group in the event of default by any one of
them. Such joint liability arrangements are likely to fail if there is no meaningful personal relationship or bond among
members of such group, if inadequate risk management procedures have been employed to verify the group members
and their ability to repay such loans, or as a result of adverse external factors such as natural calamities or forced
migration. Further, while we have our own due diligence and credit analysis procedures, there can be no assurance that
we will be able to ensure low delinquency rates. As a result, our customers potentially present a higher risk of loss in case
of a credit default compared to that of borrowers in other asset-backed financing products. In addition, the Rural Business
Finance is susceptible to various political and social risks, including any adverse publicity or litigation relating to the
microfinance/ micro loan sector, public criticism, introduction of a stringent regulatory regimes, and/ or religious beliefs
relating to loans and interest payments, which adversely affect repayment by our customers and may have an adverse
effect on our business prospects and future financial performance.

Due to the underlying profile of our customers, we may, in the future, experience increased levels of non- performing
assets and related provisions and write-offs, which would materially and adversely impact our business and results of
operations. We cannot assure you that our risk management policies will continue to be sufficient or that additional risk
management policies for individual borrowers will not be required. Failure to maintain sufficient credit assessment and
risk management policies could adversely affect our credit portfolio, which could have a material and adverse effect on
our business, results of operations, cash flows and financial condition.

As at June 30, 2022, March 31, 2022, March 31, 2021 and March 31, 2020, adjusted loans and advances for our Rural

Business Finance were X 14,397.08 crore, X 13,277.79 crore, X 12,206.96 crore and ¥ 12,495.02 crore, respectively,
which accounted for 17.64%, 15.93%, 14.27% and 13.95% of our total adjusted loans and advances. As at June 30, 2022,
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March 31, 2022, March 31, 2021 and March 31, 2020 Gross Stage 3 Assets for our Rural Business Finance
loans were % 576.95 crore, % 589.20 crore, X 512.36 crore and % 364.41crore, respectively. As on June 30, 2022, March
31, 2022, March 31, 2021 and March 31, 2020 the Gross Stage 3 Assets as a percentage of the total adjusted loans and
advances for our Rural Business Finance loans was 4.01%, 4.44%, 4.20% and 2.92% and Net Stage 3 Assets as a
percentage of net adjusted loans and advances for our Rural Business Finance was 0.02%, 0.23%, 0.10% and 0.00%. Due
to the underlying financial and social circumstances of our Rural Business Finance loans customers and our non-
traditional lending practices we may, in the future, experience increased levels of non-performing loans and related
provisions and write-offs that could have an adverse effect on our business, future financial performance and results of
operations.

Risk relating to housing finance

53. Borrowing for the purchase or construction of property may not continue to offer borrowers the same fiscal
benefits it currently offers and the housing sector may not continue to be regarded as a priority sector by the
Government, which may adversely affect our business, prospects, financial condition and results of operations.

The rapid growth in the housing finance industry in India in the last decade is in part due to the introduction of fiscal
benefits for homeowners. Since the early 1990s, interest and principal repayments on capital borrowed for the purchase
or construction of housing have been tax deductible up to certain limits, and tax rebates have been available for borrowers
of such capital up to specified income levels. In addition, there can be no assurance that the Government will not introduce
tax efficient investment options which are more attractive to borrowers than property investment. The demand for housing
and/or housing finance may be reduced if any of these changes occur.

The RBI has also provided incentives to the housing finance industry by extending priority sector status to housing loans.
In addition, pursuant to Section 36(1)(viii) of the Income Tax Act, 1961, up to 20% of profits from eligible business
computed under the head “profits and gains of business or profession”, may be carried to a “Special Reserve” and are not
subject to income tax. This would be applicable till the aggregate of the amounts carried to such reserve account from
time to time exceeds twice the amount of the paid up share capital (excluding the amounts capitalized from reserves) of
the company. Further, in terms of the Section41(4A) of the Income Tax Act, 1961, where a deduction has been allowed
in respect of any special reserve created and maintained under Section 36(1)(viii) of the Income Tax Act, 1961, any
amount subsequently withdrawn from such special reserve shall be deemed to be the profits and gains of business or
profession and accordingly be chargeable to income tax as the income of the previous year in which such amount is
withdrawn. If it does not, this may result in a higher tax outflow.

In addition, home buyers receive tax incentives on home loans for principal and interest payment of home loans, which
has improved affordability levels of borrowers. Principal repayment qualifies for tax deduction under section 80C of the
Income Tax Act,1961. However, we cannot assure you that the Government will continue to make such benefits available
to HFCs or home buyers.

54. In our housing business, we have significant exposure to the real estate sector and any negative events affecting
this sector could adversely affect our business and result of operations.

Our lending products include home loans and loans against property. A substantial portion of our AUM is exposed to the
real estate sector as the underlying security on these loans is primarily mortgages. In the event the real estate sector is
adversely affected due to any reason whatsoever, including without limitation, the passing of any stringent norms
regarding construction, floor space index or other compliances, the value of our collateral may diminish which may affect
our business and results of operations in the event of a default in repayment by our clients. Also, if any of the projects
which form part of our collateral are stalled for any reason for any length of time, the same may affect our ability to
enforce our security, thereby effectively diminishing the value of such security. The primary security for the loans
disbursed by us is the underlying property; the value of this security is largely dependent on housing market conditions
prevalent at that time, as well the quality of the construction and 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 the event the real estate sector is adversely affected due to a decline of demand for real
properties, changes in regulations or other trends or events, which negatively impact the real estate sector, the value of
our collateral may diminish which may affect our business and results of operations. Failure to recover the expected value
of collateral could expose us to losses and, in turn, result in a material adverse effect on our business, results of operations,
cash flows and financial condition.

Following the introduction of the SARFAESI Act and the subsequent extension of its application to HFCs, we are allowed
to foreclose enforce on the collateral and take certain other actions, including taking over the management of the business
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of the borrower, and which includes our right to transfer (in any manner) the underlying collateral after 60 days’ notice
to a borrower whose loan has been classified as non-performing.

Although the enactment of the SARFAESI Act has strengthened the rights of creditors by allowing expedited enforcement
of security in an event of default, there is still no assurance that we will be able to realise the value of its collateral, in full
or in part. The Debt Recovery Tribunal (“DRT”) has the power to issue a stay order prohibiting the lender from selling
the assets of a defaulted borrower under the provisions of SARFAESI Act. As a result, there can be no assurance that any
foreclosure proceedings would not be stayed by the DRT or any other relevant authority. In addition, delays on our part
to take immediate action, delays in bankruptcy foreclosure proceedings, economic downturns, defects in security and
fraudulent transfers by borrowers, may hinder our ability to realise the full value of security. In the event that a regulatory
agency asserts jurisdiction over the enforcement proceedings, creditor actions can be further delayed. Therefore, 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.

In addition, the RBI has developed a corporate debt restructuring process to enable timely and transparent debt
restructuring of corporate entities that are beyond the jurisdiction of the Board of Industrial and Financial Reconstruction,
the Debt Recovery Tribunal. The applicable RBI guidelines contemplate that in the case of indebtedness aggregating
%100 crores or more, creditors for more than 75% of such indebtedness by value and 60% by number may determine the
restructuring of such indebtedness and such determination is binding on the remaining creditors. In circumstances where
other lenders account for more than 75% of such indebtedness by value and 60% by number and they are entitled to
determine the restructuring of the indebtedness of any of our borrowers, it may be required by such other lenders to agree
to such debt. restructuring, irrespective of its preferred mode of settlement of its loan to such borrower. In addition, with
respect to any loans granted by us through a consortium, a majority of the relevant lenders may elect to pursue a course
of action that may not be favourable to us. Any such debt restructuring could lead to an unexpected loss that could
adversely affect our business, results of operations, cash flows and financial condition

55. Borrowing for the purchase or construction of property may not continue to offer borrowers the same fiscal
benefits it currently offers, which may adversely affect our business, prospects, financial condition and results of
operations.

The rapid growth in the home loan industry in India in the last decade is in part due to the introduction of fiscal benefits
for homeowners. Since the early 1990s, interest and principal repayments on capital borrowed for the purchase or
construction of housing have been tax deductible up to certain limits, and tax rebates have been available for borrowers
of such capital up to specified income levels. In addition, home buyers receive tax incentives on home loans for principal
and interest payment of home loans, which has improved affordability levels of borrowers. Principal repayment qualifies
for tax deduction under section 80C of the Income Tax Act, 1961. However, we cannot assure you that the Government
will continue to make such benefits available to home buyers.

56. We rely significantly on our information technology systems for our business and operations. A failure,
inadequacy or security breach in our information technology and telecommunication systems may adversely
affect our business, results of operations, cash flows and financial condition

Our ability to operate and remain competitive depends in part on our ability to maintain and upgrade our information
technology systems and infrastructure 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. Our financial, accounting and other data processing
systems, management information systems and our corporate website may fail to operate adequately or become disabled
as a result of events beyond our control, including a disruption of electrical or communications services. Further, our
computer systems, software and networks may be vulnerable to unauthorised access, computer viruses or other attacks
that may compromise data integrity and security and result in the theft of client information or identity theft, for which
we may potentially be liable, and there have been certain such instances of breaches and theft in the past. Further, the
information available to and received by our management through our existing systems may not be timely and sufficient
to manage risks or to plan for and respond to changes in market conditions and other developments in our operations. If
any of these systems are disabled or if there are other shortcomings or failures in our internal processes or systems, it
may disrupt our business or impact our operational efficiencies and render us liable to regulatory intervention or damage
to our reputation. The occurrence of any such events may adversely affect our business, results of operations, cash flows
and financial condition.

57. We face the threat of fraud and cyber-attacks, such as hacking, phishing, trojans and advanced persistency
threats, attempting to exploit our network to disrupt services to customers and/or theft of sensitive internal
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Company data or customer information. This may cause damage to our reputation and adversely impact our
business, cash flows and financial results.

We offer online services to our customers. Our systemic and operational controls may not be adequate to prevent adverse
impact from frauds, errors, hacking and system failures. Further, customer applications and interfaces, may be open to
being hacked or compromised by third parties, resulting in thefts and losses to our customers and to us. Some of these
cyber threats from third parties include: (a) phishing and trojans — targeting our customers, wherein fraudsters send
unsolicited mails to our customers seeking account sensitive information or to infect customer machines to search and
attempt ex-filtration of account sensitive information; (b) hacking — wherein attackers seek to hack into our website with
the primary intention of causing reputational damage to us by disrupting services; (c) data theft — wherein cyber criminals
may attempt to intrude into our network with the intention of stealing our data or information; (d) ransomware —a malware
which threatens to block or publish data unless a ransom is paid; and (e) advanced persistency threat — network attack in
which an unauthorised person gains access to our network and remains undetected for a long period of time. In addition,
due to the recent social distancing measures and the lockdown imposed by the government, there has been a recent
increase in electronic transactions which increases the risk of cyber-attacks. The intention of these attacks is to steal our
data or information, or to shut down our systems and only release them for a fee. Attempted cyber threats fluctuate in
frequency but are generally not decreasing in frequency. For example, in June 2020, our digital risk monitoring service
provider flagged an attempt to penetrate our systems. While there was a malware detected, only some peripheral systems
were affected and the information leaked by these threat actors was not sensitive in nature. Not only are we exposed to
such risks from our own actions or those of our employees, but from actions of our third party service providers, over
whom we do not have full control. If we suffer from any of such cyber threats, it could materially and adversely affect
our business, cash flows, financial condition and results of operations. A significant system breakdown or system failure
caused due to intentional or unintentional acts would have an adverse impact on our revenue-generating activities and
lead to financial loss.

Therefore, in such a scenario, where the primary site is completely unavailable, there may be significant disruption to our
operations, which would materially adversely affect our reputation and financial condition.

58. We may not be able to identify or correct defects or irregularities in title to the properties which are made collateral
to the loans offered by us to our customers. Our inability to identify and correct irregularities in the titles to the
properties and a further inability to realise the loan amount from such properties may adversely affect our
business.

There is no central title registry for real property in India and the documentation of land records in India has not been
fully digitised. Property records in India are generally maintained at the state and district level and in local languages and
are updated manually through physical records. Therefore, property records may not be available online for inspection,
may be illegible, untraceable, and incomplete, may not have been updated, may be inaccurate in certain respects, or may
have been kept in poor condition, which may impede title investigations or our ability to rely on such property records.
Title to land in India is often fragmented, and in many cases, land may have multiple owners. Title may also suffer from
irregularities, such as non-execution or non-registration of conveyance deeds and inadequate stamping and may be
subjected to encumbrances that we are unaware of and that may not be apparent on the face of the relevant documentation.
Any defects in, or irregularities of, title may result in a loss of development or operating rights over the land, which may
prejudice our ability to realise the loan amount extended to our customers in case of default in payment. This will compel
us to write off such loans which will adversely affect our revenues.

Furthermore, there is no mechanism to verify multiple executions on the same day with different registrars or to verify
the legitimacy of such executions. Whenever a customer submits his original agreement to sell or the sale deed, we can
only verify, among other things, if correct stamp duty has been paid, if the agreement to sell or the sale deed has been
signed by all parties, if there is proper seal of registrar and if there is a registration receipt with the customer.

Additionally, improperly executed, unregistered or insufficiently stamped conveyance instruments in a property’s chain
of title, unregistered encumbrances in favour of third parties, rights of adverse possessors, ownership claims of family
members of prior owners or third parties, or other defects that a purchaser may not be aware of can affect title to a

property.

As a result, potential disputes or claims over title to the properties mortgaged may arise. However, an adverse decision
from a court or the absence of an agreement with such third parties may result in additional costs and delays in realisation
of the loan amount. Also, such disputes, whether resolved in our favour or not, may divert management’s attention, harm
our reputation or otherwise disrupt our business.
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59. The growth rate of India’s housing finance industry may not be sustainable.

It is not clear how certain trends and events, such as the impact of COVID-19 on the economy the pace of India’s
economic growth, the development of domestic capital markets and the ongoing reform will affect India’s housing finance
industry. In addition, there can be no assurance that the housing finance industry in India is free from systemic risks.
Consequently, there can be no assurance that the growth and development of India’s housing finance industry will be
sustainable. Any slow down or reversal of the growth of India’s housing finance industry may affect our business, results
of operations, cash flows and financial condition.

60. The Indian housing finance industry is highly competitive and our inability to compete effectively could adversely
affect our business and results of operations.

We operate in a highly competitive industry in India and we compete with banks, other HFCs, small finance banks and
NBFCs in each of the geographies in which we operate. Our competitors may have more resources, a wider branch and
distribution network, access to cheaper funding, superior technology and may have a better understanding of and
relationships with customers in these markets. This may make it easier for competitors to expand and to achieve
economies of scale to a greater extent. In addition, our competitors may be able to rely on the reach of the retail presence
of their affiliated group companies or banks. 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 and we expect
competition to intensify in the future.

Our ability to compete effectively will depend, in part, on our ability to maintain or increase our margins. Our margins
are affected in part by our ability to continue to secure low-cost capital, and to charge optimum interest rates when lending
to our customers. Consequently, our ability to maintain or increase our margins will be dependent on our ability to pass
on increases in the interest rates on our interest bearing liabilities to our customers. Moreover, any increases in the interest
rates on the loans we extend may also result in a decrease in business. We cannot assure you 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. If we are unable to compete effectively, our business and results of operations may
be adversely affected.

Digital business related risk factors

61. The technology-driven underwriting, risk management and collection processes on which our Company relies,
may not be able to effectively identify, monitor or mitigate the risks in our lending operations.

Our technology-driven underwriting, risk management and collection processes enable our lending operations. If any of
these decision-making systems contain programming or other errors, the criteria or parameters used for the analysis of
customers credit profiles are inaccurate, the risk management models can become flawed or ineffective or the customer
insights developed or received for credit assessment may become incorrect or stale, the credit assessment process related
to our loans could be negatively affected, resulting in incorrect approvals, incorrect denials of loans, mispriced loans or
biased rejection rates for potential customers. Further, the underwriting models developed are dependent on data from
various sources and our inability to access such data (on account of regulatory or other changes in the ecosystem) could
negatively impact the efficacy of such models. In addition, as the customer journeys for our businesses are largely digital,
we face risks associated with not meeting our customers in person, including contactability and traceability issues in the
collections process. If any of the foregoing were to occur, the performance of our credit assessment will be compromised.
As a result, our business, brand, reputation, results of operations and financial condition may be adversely affected.

62. Our cloud computing software and data centres for the primary and backup data storage may experience
system downtime, prolonged power outages or shortages.

Our Company relies on a cloud strategy pursuant to which the relevant applications and systems, including assisted
mobile applications, loan originating system, loan management system, underwriting engine, collections portal, CRM
portal, are deployed with one service provider and internal IT assets are hosted with a different third-party service
provider. In this regard, we are unable to guarantee that we will not experience system downtime. In addition, the data
centres for our primary and backup data storage are regulatorily required to be based in India. The data centre may be
susceptible to, inter alia, regional costs of power, power shortages, planned or unplanned power outages and limitations
on the availability of adequate power resources. Power outages, including, but not limited to those relating to large storms,
earthquakes, fires and floods, could harm our customers and our businesses. Although we leverage our technology
initiatives for periodic, often fortnightly, upgrades of assisted mobile applications with the goal of ensuring a 24 hour
uptime, any disruption in the operation of our cloud computing software and data centres could negatively impact our
business results of operations and financial condition.
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63. Our business processes a large amount of data, including personal data, and the improper collection, hosting,
use or disclosure of data could harm our reputation and have an adverse effect on our business, financial
condition, results of operations and cash flows.

Our business processes a large quantity of personal data (with our users’ consent) and analyses this data to generate user
and user group profiles. Our privacy policies concerning the collection, use and disclosure of personal data (and users’
rights thereto) are consented to by our customers and made accessible for their reference at any point in time. We face
risks inherent in handling and protecting a large volume of data, especially user data. In particular, we face several
challenges relating to data security and privacy, including but not limited to:

e protecting the data in and hosted on our system, including against attacks on our system by outside parties, data
leakage, fraudulent behaviour or improper use by our employees;

e addressing concerns, challenges, negative publicity and litigation related to data security and privacy, collection, use
and actual or perceived data sharing (including sharing among our own businesses, with business partners, vendors
or regulators), and other factors that may arise from our existing businesses or new businesses and new technology;
and

o complying with applicable laws and regulations relating to the collection, use, storage, transfer, disclosure and
security of personal data, including requests from data subjects.

The improper collection, use or disclosure of our user data could result in a loss of customers, business, partner financial
institutions and other potential participants on assisted mobile application, loan originating system, loan management
system, underwriting engine, collections portal, CRM portal, loss of confidence or trust in the aforesaid apps, litigation,
regulatory investigations, penalties or actions against us, significant damage to our reputation, and have an adverse effect
on our business, financial condition, results of operations and cash flows. Moreover, we share a limited amount of user
data with third-party service providers in accordance with applicable laws and regulations and subject to stringent data
security and privacy requirements. We also rely on certain third-party service providers in relation to the sourcing of data
for potential customers. We have certain vendors who provide or enable, inter alia PAN verification with the National
Securities Depository Limited (“NSDL"), and Aadhaar XML download from the Unique Identification Authority of India
(“UIDALI™). During the course of providing such services, customer data may be accessed. If such third-party service
providers engage in activities that are negligent, fraudulent, illegal or otherwise harm the trustworthiness and security of
the aforesaid apps, including by improper disclosure or use of user data, or if our business partners otherwise fail to meet
their data security and privacy obligations, we may be subject to user complaints and suffer reputational harm, even if
the actions or activities are not related to, attributable to or caused by us, or within our control. Further, while no
regulatory or legal action has been taken against us in relation to such instances in the past, we cannot assure you that we
will not be subject to any regulatory or legal action for such instances in the future.

64. Security provided for the Issue may not be enforceable if the security provided for the Issue is classified as ‘Assets’
under the IT Act and will be void as against any claim in respect of any tax or any other sum payable by our
Company.

We have certain proceedings pending under the IT Act before the appellate authorities. Under section 281 of the IT Act
and circular bearing number 04/2011 dated July 19, 2011, our Company is required to obtain prior consent of the assessing
officer to create the security provided for the Issue to the extent classified as assets under section 281 of the IT Act,
during the pendency of such proceedings. We have sent an application dated September 15, 2022 to the relevant assessing
officer seeking such prior consent under section 281 of the IT Act. In case the approval from tax authority is not received
until the date of execution of charge documents, the principal amount of the NCDs to be issued in terms of this Draft
Shelf Prospectus, the Shelf Prospectus, relevant Tranche Prospectus together with all interest due and payable on the
NCDs, thereof shall be secured by an exclusive charge by way of hypothecation, created in favour of the Debenture
Trustee, on specific present and/or future receivables such that a security cover to the extent of 100% of the outstanding
principal amounts of the NCDs and all interest due and payable thereon is maintained at all times until the Maturity Date.

65. We may face information security threats attempting to exploit our network to disrupt our services and support
services to customers and/ or theft of sensitive confidential company information, which may cause damage to
our reputation and adversely affect our business and financial performance.

We interact with and offer our products and services to our customers through a range of digital channels including
assisted mobile applications, loan originating system, loan management system, underwriting engine, collections portal,
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CRM portal, which is our core front-end platform for our personal loans and home loans businesses. Our business collects,
processes, and stores personal data of our customers pursuant to their consent. This includes contact information,
spending patterns, mobile application usage and behaviour, geolocation, demographic data and device data.
Consequently, we face various risks in handling and protecting such large volumes of data, including risks associated
with attacks on our systems by third parties or fraudulent misappropriation of data by our employees; as well as risks
associated with privacy concerns, and with the transmission, sharing and other security measures relating to such data.
Therefore, we are exposed to various information security threats including (i) phishing, vishing and trojans targeting
our customers, wherein fraudsters through unsolicited mails/calls to our customers, attempt to defraud by, inter alia,
impersonating our representatives; (ii) hacking, wherein attackers seek to hack into our website and system with the
primary intention of causing reputational damage to us by disrupting services; and (iii) data theft or ransomware, wherein
cyber criminals may attempt to enter our network with the intention of stealing our data or information or encrypting
some or all of our data and then demand a ransom for its restoration. We have in the past received phishing emails, for
which we have implemented systems to intercept and block such phishing attempts. Information security risks for
technology-focussed companies and financial services organisations have significantly increased in recent years in part
because of the proliferation of new technologies, increased digitization of our products and services and the use of the
internet and telecommunications technologies to conduct financial transactions. Information security risks may further
increase in the future as we continue to increase our mobile-payment and other digital-based services and product
offerings and expand our internal usage of digital/ web-based services/products and applications. In addition, information
security risks have significantly increased in recent years in part due to the increased sophistication and activities of
organised crime affiliates, terrorist organisations, hostile foreign governments, disgruntled employees or vendors,
activists and other external parties, including those involved in corporate espionage. Even the most advanced internal
control environment may be vulnerable to compromise. Targeted social engineering attacks and “spear phishing” attacks
are becoming more sophisticated and are extremely difficult to prevent. Persistent attackers may succeed in penetrating
defenses given enough resources, time, and motive. The techniques used by information criminals change frequently,
may not be recognized until launched and or until well after a breach has occurred. The risk of a security breach caused
by an information security attack has also increased in recent years. Additionally, the existence of information security
attacks or security breaches at third-party vendors with access to our data may not be disclosed to us in a timely manner.

In view of the COVID-19 pandemic, we have in the past enabled work-from-home arrangements for most of our except
those classified as an essential service. To the extent we have to revert to such work-from-home arrangements in the
future, this may expose us to risks arising on account of remote work environment, data security issues, increased
information security attacks and availability of critical functions and IT systems. Our customers could also be exposed
to increased phishing and vishing attacks that could result in a financial loss to them, and in turn lead to claims for
compensation from us or damage to our reputation. Private information stored in our database may also be vulnerable
and susceptible to data breaches. We have established relevant policies and information security frameworks for
securing our IT infrastructure and systems. However, we may still be susceptible to security risks in future, which could
result in the unauthorised disclosure of confidential information.

66. Security breaches of customers’ confidential information that we store may expose us to liability and harm our
reputation.

As part of our business, we store and have access to customers’ bank information, credit information and other sensitive
data. Any accidental security breaches or other unauthorised access to confidential information could expose us to liability
related to the loss of the information, legal proceedings and negative publicity. Security measures could be breached by
third-party actions, intrusion into our software by hackers due to software flaws or due to employee error and malfeasance.
In addition, we may be required under applicable regulations to notify individuals of data security breaches involving
their personal data. Any security breach may cause our customers to lose confidence in the effectiveness of our data
security measures, and in turn have an adverse effect on our business, operations, financial condition or cash flows.

EXTERNAL RISKS
Risks Relating to India

67. Our business is affected by prevailing economic, political and other prevailing conditions in India and the markets
we currently service.

Our Company is incorporated in India, and the majority of our assets and employees are located in India. As a result, we
are dependent on prevailing economic conditions in India and our results of operations are affected by factors influencing
the Indian economy. Factors that may adversely affect the Indian economy, and hence our results of operations, may
include:
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e any increase in Indian interest rates or inflation;

e any exchange rate fluctuations;

e any scarcity of credit or other financing in India, resulting in an adverse impact on economic conditions in India and
scarcity of financing of our developments and expansions;

e volatility in, and actual or perceived trends in trading activity on, India’s principal stock exchanges;

e changes in India’s tax, trade, fiscal or monetary policies, like application of GST;

political instability, terrorism or military conflict in India or in countries in the region or globally, including in India’s

various neighbouring countries;

occurrence of natural or man-made disasters;

infectious disease outbreaks or other serious public health concerns;

prevailing regional or global economic conditions, including in India’s principal export markets; and

other significant regulatory or economic developments in or affecting India or its financial services sectors.

Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy, could
adversely impact our business, results of operations and financial condition. Our performance and the growth of our
business depend on the performance of the Indian economy and the economies of the regional markets we currently serve.
These economies could be adversely affected by various factors, such as political and regulatory changes including
adverse changes in liberalization policies, social disturbances, religious or communal tensions, terrorist attacks and other
acts of violence or war, natural calamities, interest rates, commodity and energy prices and various other factors. Any
slowdown in these economies could adversely affect the ability of our customers to afford our services, which in turn
would adversely impact our business and financial performance.

68. The instability of economic policies and the political situation in India could adversely affect the Indian financing
industry.

There is no assurance that the liberalisation policies of the government will continue in the future. Protests against
privatisation could slow down the pace of liberalisation and deregulation. The Government of India plays an important
role by regulating the policies and regulations that govern the private sector. The current economic policies of the
government may change at a later date. The pace of economic liberalisation could change and specific laws and policies
affecting the industry and other policies affecting investments in our Company’s business could change as well. A
significant change in India's economic liberalisation and deregulation policies could disrupt business and economic
conditions in India and thereby affect our Company’s business.

Unstable domestic and international political environment could impact the economic performance in the short term as
well as the long term. The Government of India has pursued various economic liberalisation policies such as relaxing the
restrictions in the private sector over the past few years.

The Government has traditionally exercised and continues to exercise a significant influence over many aspects of the
Indian economy. As a result, our Company’s business may be affected by changes in the interest rates, government policy
and taxation. Furthermore, our Company’s business may be adversely affected by social and civil unrest or other negative
political, economic or other developments in or affecting India.

69. Financial difficulties and other problems in certain financial institutions in India could cause our Company’s
business to suffer and adversely affect our Company’s results of operations.

Our Company is exposed to the risks of the Indian financial system, which in turn may be affected by financial difficulties
and other problems faced by certain Indian financial institutions. Our Company can 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 which exposes our Company to the systemic risks faced by entities operating in the Indian financial system.
There has been a trend towards consolidation with weaker banks and NBFCs merging with stronger entities. Any
instability in or any difficulties faced by the Indian financial system could create an adverse market perception in relation
to Indian financial institutions, banks and the NBFCs. This, in turn, could adversely affect our Company's business and
future financial performance.

70. Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries could adversely
affect the financial markets and our business.
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Terrorist attacks and other acts of violence or war may negatively affect our business and may also adversely affect the
worldwide financial markets. These acts may also result in a loss of business confidence. In addition, any deterioration
in relations between India and its neighbouring countries might result in investor concern about stability in the region,
which could adversely affect our business.

India has also witnessed civil disturbances in recent years and it is possible that future civil unrest as well as other adverse
social, economic and political events in India could have a negative impact on us. Such incidents could also create a
greater perception that investment in Indian companies involves a higher degree of risk and could have an adverse impact
on our business and the market price of our NCDs.

71. Natural calamities could have a negative impact on the Indian economy, particularly the agriculture sector, and
cause our business to suffer.

India has experienced natural calamities such as earthquakes, a tsunami, floods and drought in the past few years. The
extent and severity of these natural disasters determines their impact on the Indian economy. The erratic progress of the
monsoon over the course of past few years affected sowing operations for certain crops. Further, prolonged spells of
below normal rainfall or other natural calamities could have a negative impact on the Indian economy thereby, adversely
affecting our business.

72. Any downgrading of India’s debt rating by an international rating agency could have a negative impact on our
business.

Any adverse revisions to India’s credit ratings for domestic and international debt by international rating agencies may
adversely impact our ability to raise additional financing, the interest rates and other commercial terms at which such
additional financing is available. This could have a material adverse effect on our business and financial performance,
our ability to raise financing for onward lending and the price of our NCDs.

73. Instability of economic policies and the political situation in India could adversely affect the fortunes of the
industry.

There is no assurance that the liberalization policies of the Government will continue in the future. Protests against
privatization could slow down the pace of liberalization and deregulation. The Government of India plays an important
role by regulating the policies and regulations that govern the private sector. The current economic policies of the
Government may change at a later date. The pace of economic liberalization could change and specific laws and policies
affecting the industry and other policies affecting investments in our Company’s business could change as well. A
significant change in India’s economic liberalization and deregulation policies could disrupt business and economic
conditions in India and thereby affect our Company’s business.

Unstable domestic as well as international political environment could impact the economic performance in the short
term as well as the long term. The Government of India has pursued the economic liberalization policies including
relaxing restrictions on the private sector over the past several years. The present Government has also announced polices
and taken initiatives that support continued economic liberalization.

The Government has traditionally exercised and continues to exercise a significant influence over many aspects of the
Indian economy. Our Company’s business may be affected not only by changes in interest rates, changes in Government
policy, taxation, social and civil unrest but also by other political, economic or other developments in or affecting India.

74. Companies operating in India are subject to a variety of central and state government taxes and surcharges.

Tax and other levies including stamp duty imposed by the central and state governments in India that affect our tax
liability include central and state taxes and other levies, income tax, goods and service tax, stamp duty and other special
taxes and surcharges which are introduced on a temporary or permanent basis from time to time. Moreover, the central
and state tax scheme in India is extensive and subject to change from time to time. The statutory corporate income tax in
India (as applicable to us), which includes a surcharge on the tax and a health and education cess on the tax and the
surcharge. The central or state government may in the future increase the corporate income tax it imposes. Any such
future increases or amendments may affect the overall tax efficiency of companies operating in India and may result in
significant additional taxes becoming payable. Additional tax exposure could adversely affect our business and results of
operations.

75. The taxation system in India could adversely affect our business, prospects, financial condition and results of
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operations.

The Government of India implemented a comprehensive national goods and services tax (“GST”) regime with effect
from July 1, 2017, that combined multiple taxes and levies by the Central and State Governments into a unified tax
structure. Even though the GST regime has completed five years, our business and financial performance could be
adversely affected by any unexpected or onerous requirements or regulations resulting from any changes in laws or
interpretation of existing laws, or the promulgation of new laws, rules and regulations relating to GST.

The Government has enacted the GAAR provisions which have come into effect from April 1, 2017. The tax
consequences of the GAAR provisions being applied to an arrangement could result in denial of tax benefit amongst
other consequences. In the absence of any precedents on the subject, the application of these provisions is uncertain. If
the GAAR provisions are invoked, then the Indian tax authorities have wide powers, including the ability to deny a tax
benefit or deny a benefit under a tax treaty.

76. Financial instability in other countries could disrupt our business.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries.
Although economic conditions are different in each country, investors’ reactions to developments in one country can
have adverse effects on the economy as a whole, in other countries, including India. A loss of investor confidence in the
financial systems of other emerging markets may cause volatility in Indian financial markets and indirectly, in the Indian
economy in general. Any worldwide financial instability could also have a negative impact on the Indian economy,
including the movement of exchange rates and interest rates in India.

In the event that the current difficult conditions in the global credit markets continue or if the recovery is slower than
expected or if there any significant financial disruption, this could have an adverse effect on our cost of funding, loan
portfolio, business, prospects, results of operations and financial condition.

77. Trading of the NCDs may be limited by temporary exchange closures, broker defaults, settlement delays, strikes
by brokerage firm employees and disputes.

The Indian stock exchanges have experienced temporary exchange closures, broker defaults, settlement delays and strikes
by brokerage firm employees. In addition, the governing bodies of the Indian stock exchanges have from time to time
imposed restrictions on trading in certain securities, limitations on price movements and margin requirements.
Furthermore, from time to time, disputes have occurred between listed companies and stock exchanges and other
regulatory bodies, which in some cases may have had a negative effect on market sentiment.

78. The ongoing military action between Russia and Ukraine could adversely affect the Company’s business,
financial condition and results of operations.

On February 24, 2022, Russian military forces launched a military action in Ukraine, and sustained conflict and disruption
in the region is likely. Although the length, impact and outcome of the ongoing military conflict in Ukraine is highly
unpredictable, this conflict could lead to significant market and other disruptions, including significant volatility in
commodity prices and supply of energy resources, instability in financial markets, supply chain interruptions, political
and social instability, changes in consumer or purchaser preferences as well as increase in cyberattacks and espionage.

We are actively monitoring the situation in Ukraine and assessing its impact on the Company’s business, including its
business partners, suppliers and customers. To date the Company has not experienced any material interruptions in its
infrastructure, supplies, technology systems, networks or any other areas needed to support its operations. We have no
way to predict the progress or outcome of the conflict in Ukraine or itsimpacts in Ukraine, Russia or Belarus as the
conflict, and any resulting government reactions, are rapidly developing and beyond our control. The extent and duration
of the military action, sanctions and resulting market disruptions could be significant and could potentially have
substantial impact on the global economy and the Company’s business for an unknown period of time. Any of the
abovementioned factors could affect the Company’s business, financial condition and results of operations.

The Company does not currently have contracts directly with the entities or businesses on the sanctions list and it currently
does not have operations in Russia, Belarus, the Crimea Region of Ukraine, the so-called Donetsk People’s Republic or
the so-called Luhansk People’s Republic. We continuously review and monitor the Company’s contractual relationships
with suppliers and customers to establish whether any are target of the applicable sanctions. In the unlikely event that
we identify a party with which the Company has a business relationship that is the target of applicable sanctions, we
would immediately activate a legalanalysis of what gives rise to the business relationship, including any contract, to
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estimate the most appropriate course of action to comply with the sanction regulations, together with the impact of a
contractual termination according to the applicable law, and then proceed as required by the regulatory authorities.
However, given the range of possible outcomes, the full costs, burdens, and limitations on the Company and its
customers’ and business partners’ businesses are currently unknown and may become significant.

Furthermore, even if an entity is not formally subject to sanctions, customers and business partners of such entity may
decide to reevaluate or cancel projects with such entity for reputational or other reasons. Depending on the extent and
breadth of sanctions, export controls and other measures that may be imposed in connection with the conflict in Ukraine,
it is possible that the Company’s business, financial conditionand results of operations could be materially and adversely
affected.

79. If the rate of inflation in India increases, our business and results of operations may be adversely affected.

Inflation rates in India have been volatile in recent years, and such volatility may continue. In recent years, India has
experienced consistently high inflation, which has increased interest rates and increased costs to our business, including
finance costs as well as costs of salaries and other expenses relevant to our business. High fluctuations in inflation rates
may make it more difficult for us to accurately estimate or control our costs. Further, high inflation leading to higher
interest rates may also lead to a slowdown in the economy and adversely impact credit demand and growth. Consequently,
we may also be affected and fall short of business growth and profitability. While the Government of India through the
RBI has previously initiated economic measures to combat high inflation rates, it is unclear whether these measures will
remain in effect, and there can be no assurance that Indian inflation levels will not rise in the future. As a result, high
inflation in India could have a material adverse effect on our financial condition and results of operations.

80. Our ability to raise foreign debt capital may be constrained by Indian law.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign currencies. Such regulatory
restrictions limit our financing sources and could constrain our ability to obtain financings on competitive terms and
refinance existing indebtedness. In addition, we cannot assure you that any required regulatory approvals for borrowing
in foreign currencies will be granted to us without onerous conditions, or at all. Limitations on foreign debt may have an
adverse effect on our business growth, financial condition and results of operations.

Risks Relating to the Issue

81. You may not be able to recover, on a timely basis or at all, the full value of the outstanding amounts and/or the
interest accrued thereon in connection with the NCDs.

Our ability to pay interest accrued on the NCDs and/or the principal amount outstanding from time to time in connection
therewith would be subject to various factors inter-alia including our financial condition, cash flows, profitability and the
general economic conditions in India and in the global financial markets. We cannot assure you that we would be able to
repay the principal amount outstanding from time to time on the NCDs and/or the interest accrued thereon in a timely
manner or at all. Although our Company will create appropriate security in favour of the Debenture Trustee for the NCD
holders on the assets adequate to ensure 100.00% security cover for the NCDs, the realisable value of the assets charged
as security, when liquidated, may be lower than the outstanding principal and/or interest accrued thereon in connection
with the NCDs. A failure or delay to recover the expected value from a sale or disposition of the assets charged as security
in connection with the NCDs could expose you to a potential loss.

82. There is no assurance that the NCDs issued pursuant to this Issue will be listed on Stock Exchanges in a timely
manner, or at all.

In accordance with Indian law and practice, permissions for listing and trading of the NCDs issued pursuant to this Issue
will not be granted until after the NCDs have been issued and allotted. Approval for listing and trading will require all
relevant documents to be submitted and carrying out of necessary procedures with the Stock Exchanges. There could be
a failure or delay in listing the NCDs on the Stock Exchanges for reasons unforeseen. If permission to deal in and for an
official quotation of the NCDs is not granted by the Stock Exchanges, our Company will forthwith repay, without interest,
all monies received from the Applicants in accordance with prevailing law in this context and pursuant to this Draft Shelf
Prospectus.

There is no assurance that the NCDs issued pursuant to this Issue will be listed on Stock Exchanges in a timely manner,
oratall.
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83. Any downgrading in credit rating of our NCDs may affect the value of NCDs and thus our ability to raise further
debts.

The NCDs proposed to be issued under this Issue have been rated [CRISIL] AAA / Stable (pronounced as CRISIL triple
A rating with Stable outlook) for an amount of ¥ 5,000 crore, by CRISIL vide their letter dated September 13, 2022,
ICRA AAA / Stable (pronounced as ICRA triple A with Stable outlook) for an amount of X 5,000 crore by ICRA vide
their letter dated Septmber 9, 2022 and IND AAA / Stable (pronounced as IND triple A with Stable outlook) for an
amount of % 5,000 crore by India Ratings vide their letter dated Septmber 12, 2022. Any downgrade of our credit ratings
would increase borrowing costs and constraint our access to capital and debt markets and, as a result, would negatively
affect our net interest margin and our business. In addition, downgrades of our credit ratings could increase the possibility
of additional terms and conditions being added to any additional financing or refinancing arrangements in the future.
There is a possibility of increase in forced-sale of our NCDs by the investors resulting in sharp decline in their market
price. Any such adverse development could adversely affect our business, financial condition, cash flows and results of
operations.

84. Our Company may raise further borrowings and charge its assets after receipt of necessary consents from its
existing lenders, wherever applicable.

Our Company may, subject to receipt of all necessary consents from its existing lenders and the Debenture Trustee to the
Issue, wherever applicable raise further borrowings and charge its assets. Our Company is free to decide the nature of
security that may be provided for future borrowings. In such a scenario, the NCD holders will rank pari passu with other
charge holder and to that extent, may reduce the amounts recoverable by the NCD holders upon our Company’s
bankruptcy, winding-up or liquidation.

85. Payments to be made on the NCDs will be subordinated to certain tax and other liabilities preferred by law. In the
event of bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts due
on the NCDs.

The NCDs will be subordinated to certain liabilities preferred by law such as the claims of the Government on account
of taxes, and certain liabilities incurred in the ordinary course of our business. In particular, in the event of bankruptcy,
liquidation or winding-up, our Company’s assets will be available to pay obligations on the NCDs only after all of those
liabilities that rank senior to these NCDs have been paid as per Section 326 of the Companies Act, 2013. In the event of
bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts due on the NCDs.

86. There may be no active market for the non-convertible debentures on the WDM segment of the stock exchange.
As a result, the liquidity and market prices of the non-convertible debentures may fail to develop and may
accordingly be adversely affected.

There can be no assurance that an active market for the NCDs will develop. If an active market for the NCDs fails to
develop or be sustained, the liquidity and market prices of the NCDs may be adversely affected. The market price of the
NCDs would depend on various factors inter alia including (i) the interest rate on similar securities available in the market
and the general interest rate scenario in the country, (ii) the market for listed debt securities, (iii) general economic
conditions, and (iv) our financial performance, cash flows, growth prospects and results of operations. The
aforementioned factors may adversely affect the liquidity and market price of the NCDs and/or be remain, which may
trade at a discount to the price at which you purchase the NCDs and/or be relatively illiquid for a prolonged period with
no buyers for our NCDs in the market.

87. Inthe event of bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts
due on the NCDs.

The NCDs will be subordinated to certain liabilities preferred by law such as the claims of the Government on account
of taxes, and certain liabilities incurred in the ordinary course of our business. In particular, in the event of bankruptcy,
liquidation or winding-up, our Company’s assets will be available to pay obligations on the NCDs only after all of those
liabilities that rank senior to these NCDs have been paid in accordance with the Companies Act, 2013. In the event of
bankruptcy, liquidation or winding-up, there may not be sufficient assets remaining to pay amounts due on the NCDs.

88. The fund requirement and deployment mentioned in the Objects of the Issue have not been appraised by any bank
or financial institution.
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We intend to use the proceeds of the Issue, after meeting the expenditures of and related to the Issue, for our various
financing activities including lending and investments, subject to applicable statutory and/or regulatory requirements, to
repay our existing loans and our business operations including for our capital expenditure and working capital
requirements. For further details, see the section titled “Objects of the Issue”. The fund requirement and deployment is
based on internal management estimates and has not been appraised by any bank or financial institution. The management
will have significant flexibility in applying the proceeds received by us from the Issue. Further, as per the provisions of
the Debt Regulations, we are not required to appoint a monitoring agency and therefore no monitoring agency has been
appointed for the Issue.

89. There may be a delay in making refund to Applicants.

We cannot assure you that the monies refundable to you, on account of (i) withdrawal of your applications, (ii) our failure
to receive minimum subscription in connection with the Base Issue, (ii) withdrawal of the Issue, or (iii) failure to obtain
the final approval from the NSE and/or BSE for listing of the NCDs, will be refunded to you in a timely manner. We,
however, shall refund such monies, with the interest due and payable thereon as prescribed under applicable statutory
and/or regulatory provisions.

90. Changes in interest rate may affect the price of our NCDs. Any increase in rate of interest, which frequently
accompany inflation and/or a growing economy, are likely to have a negative effect on the price of our NCDs.

All securities where a fixed rate of interest is offered, such as our NCDs, are subject to price risk. The price of such
securities will vary inversely with changes in prevailing interest rates, i.e., when interest rates rise, prices of fixed income
securities fall and when interest rates drop, the prices increase. The extent of fall or rise in the prices is a function of the
existing coupon, days to maturity and the increase or decrease in the level of prevailing interest rates. Increased rates of
interest, which frequently accompany inflation and/or a growing economy, are likely to have a negative effect on the
price of our NCDs.

The rights over the security provided will not be granted directly to holders of the NCDs. The rights over the security
securing the obligations of our Company under the NCDs and the Trust Deed will not be granted directly to the NCD
holders, but will be granted only in favour of the Debenture Trustee. As a consequence, NCD holders will not have direct
security and will not be entitled to take enforcement action in respect of the security for the NCDs, except through the
Debenture Trustee.
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SECTION Il - INTRODUCTION
GENERAL INFORMATION

Our Company was incorporated at Kolkata as Apeejay Finance Group Private Limited on November 24, 1993 as a private
limited company under the Companies Act, 1956, as amended, with registration no. 2160810 and was granted a certificate
of incorporation by the Registrar of Companies, West Bengal at Kolkata (“RoC”). Upon conversion of our Company
from private limited to public limited, the name of our Company was changed to Apeejay Finance Group Limited and a
fresh certificate of incorporation consequent upon change of name was granted by the RoC on February 14, 1994. The
name of our Company was further changed to Family Credit Limited and a fresh certificate of incorporation was granted
by the ROC on July 12, 2007. The name of our Company was further changed to L&T Finance Limited and a fresh
certificate of incorporation was granted by the ROC on March 17, 2017 pursuant to the scheme of amalgamation effective
from February 13, 2017. Our Company is registered as a non-deposit accepting non-banking financial company with the
Reserve Bank of India under Section 45-1A of the Reserve Bank of India Act, 1934 bearing registration number
B.05.06200. For details of the business of our Company, see “Our Business” beginning on page 127.

For further details in relation to the changes in our name, constitution, and registration with the RBI, see “History and
Main Objects ” on page 154.

Registration

CIN: U65910WB1993FLC060810
LEI: 3358004EZG8QSJOACSE30
RBI registration number: B.05.06200

Permanent Account Number: AACCA1963B
Registered Office

15" Floor, PS SRIJAN Tech Park,
Plot No 52, Block DN, Sector-V,
Salt Lake City, Kolkata — 700 091,
District 24-Parganas North.

Tel: +91 33 6611 1800

E-mail: investorgrievances@Itfs.com
Website: www.lItfs.com

Corporate Office

Brindavan, Plot No. 177,

C.S.T. Road, Kalina,

Santacruz (East), Mumbai — 400 098,
Maharashtra, India.

Tel: 491 22 6212 5000

Fax: +91 22 6212 5553

E-mail: investorgrievances@Itfs.com
Website: www.ltfs.com

For further details regarding changes to our Registered Office, see “History and Main Objects” on page 154.
Registrar of Companies, West Bengal at Kolkata

Registrar Of Companies,

Nizam Palace, 2" MSO Building,

2" Floor, 234/4,

A.J.C.B. Road,

Kolkata — 700 020, West Bengal

Liability of the members of the Company

Limited by shares
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Chief Financial Officer of the Company

Keshav Kant Loyalka

Brindavan Building, Plot No 177,
Vidyanagari Marg, CST Road,

Kalina, Santacruz I, Mumbai — 400 098
Tel: +91 22 6212 5000

Fax: +91 22 6212 5553

E-mail: investorgrievances@Itfs.com

Company Secretary and Compliance Officer of the Company

Apurva Neeraj Rathod

Brindavan Building, Plot No 177,
Vidyanagari Marg, CST Road,

Kalina, Santacruz I, Mumbai — 400 098
Tel: +91 22 6212 5000

Fax: +91 22 6212 5553

E-mail: investorgrievances@Itfs.com

All comments on this Draft Shelf Prospectus are to be forwarded to the attention of Apurva Neeraj Rathod, Company
Secretary and Compliance Officer at the aforementioned address. Comments may be sent through post, facsimile or
email. However, please note that all comments by post must be received by the Issuer by 5:00 p.m. (Indian Standard
Time) on the seventh Working Day from the date on which this Draft Shelf Prospectus is hosted on the website of the
Stock Exchanges. All comments received on this Draft Shelf Prospectus will be suitably addressed prior to filing of the

Shelf Prospectus with the RoC.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds, non-
receipt of debentures certificates (in case of NCDs which have been re-materialised), transfers, etc. as the case may be.

Lead Manager

A. K. CAPITAL SERVICES LIMITED
603, 6th Floor, Windsor, off CST Road,
Kalina, Santacruz - (East), Mumbai — 400 098
Tel: +91 22 6754 6500

Fax: +91 22 6610 0594

Email: Itfinance.ncd2022@akgroup.co.in
Investor Grievance Email:
investor.grievance@akgroup.co.in

Website: www.akgroup.co.in

Contact person: Aanchal Wagle/ Milan Soni
Compliance Officer: Tejas Davda

SEBI Registration Number: INM000010411
CIN: L74899MH1993PLC274881

JM FINANCIAL LIMITED

7th Floor, Cnergy

Appasaheb Marathe Marg,

Prabhadevi Mumbai 400 025

Tel: +91 22 6630 3030

Fax: +91 22 6630 3330

E-mail: LTF.bondissue2022@jmfl.com
Investor Grievance Email: grievance.ibd@jmfl.com
Website: www.jmfl.com

Contact Person: Prachee Dhuri

Compliance Officer: Sunny Shah

SEBI Registration Number: INM000010361
CIN: L67120MH1986PLC038784

TRUST INVESTMENT ADVISORS PRIVATE LIMITED

109/110, Balarama, Bandra Kurla Complex,
Bandra (East), Mumbai - 400 051
Maharashtra, India

Tel: +91 22 4084 5000

Fax: +91 22 4084 5066

E-mail: projectvajra2022_trust@trustgroup.in.
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Website: www.trustgroup.in

Contact Person: Hani Jalan

Compliance Officer: Brijmohan Bohra

SEBI Registration Number: INM000011120
CIN: U67190MH2006PTC162464

Debenture Trustee

CATALYST
Catalyst Trusteeship Limited
GDA House, Plot No. 85,
Bhusari Colony (Right), Kothrud,
Pune — 411 038, Maharashtra
Tel: +91 22 4922 0555
Email: ComplianceCTL-Mumbai@ctltrustee.com
Investor Grievance Email: grievance@ctltrustee.com
Website: www.catalysttrustee.com
Contact Person: Umesh Salvi
Compliance Officer: Rakhi Kulkarni
SEBI Registration No: IND000000034
CIN: U74999PN1997PLC110262

Catalyst Trusteeship Limited has, pursuant to regulation 8 of SEBI NCS Regulations, by its letter dated September 1,
2022 given its consent for its appointment as Debenture Trustee to the Issue (hereinafter referred to as “Trustees”). A
copy of letter from Catalyst Trusteeship Limited conveying their consent to act as Trustees for the Debenture holders and
for its name to be included in this Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus and in
all the subsequent periodical communications sent to the holders of the NCDs issued pursuant to this Issue is annexed as
Annexure B to this Draft Shelf Prospectus.

All the rights and remedies of the Debenture Holders under the Issue shall vest in and shall be exercised by the appointed
Debenture Trustee for the Issue without having it referred to the Debenture Holders. All investors under the Issue are
deemed to have irrevocably given their authority and consent to the Debenture Trustee so appointed by our Company for
the Issue to act as their trustee and for doing such acts, deeds, matters, and things in respect of or relating to the Debenture
Holders as the Debenture Trustee may in his absolute direction deem necessary or require to be done in the interest of
Debenture Holders and signing such documents to carry out their duty in such capacity.

Any payment by our Company to the Debenture Holders/Debenture Trustee, as the case maybe, shall, from the time of
making such payment, completely and irrevocably discharge our Company from any liability to the Debenture Holders
to that extent. For details on the terms of the Debenture Trust Deed, please see “Issue Related Information” on page 446.

Registrar to the Issue

L!NKI-: 1time

Link Intime India Private Limited

C 101, 247 Park,

L.B.S. Marg, Vikhroli (West),

Mumbai 400 083, Maharashtra, India

Tel: +91 22 4918 6200

Fax: +91 22 4918 6195

Email: Intfin.ncd2022@linkintime.co.in
Investor Grievance Email: Intfin.ncd2022@linkintime.co.in
Website: wwwe.linkintime.co.in

Contact Person: Ms. Shanti Gopalkrishnan
Compliance Officer: Mr. B. N. Ramakrishnan
SEBI Registration Number: INRO00004058
CIN: U67190MH1999PTC118368

Link Intime India Private Limited, has by its letter dated August 29, 2022 given its consent for its appointment as Registrar
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to the Issue and for its name to be included in this Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche
Prospectus, and in all the subsequent periodical communications sent to the holders of the Debentures issued pursuant to
the Issue.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds,
unblocking, non-receipt of debentures certificates (in case of NCDs which have been re-materialised), transfers, etc. as
the case may be.

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name,
Application Form number, address of the Applicant, Permanent Account Number, number of NCDs applied for, Series
of NCDs applied for, amount paid on application, Depository Participant name and client identification number, and the
collection centre of the Members of the Consortium where the Application was submitted and ASBA Account number
(for Bidders other than Retail Individual Investors bidding through the UPI Mechanism) in which the amount equivalent
to the Bid Amount was blocked or UPI ID in case of Retail Individual Investors bidding through the UPI mechanism.
Further, the Bidder shall enclose the Acknowledgement Slip or provide the acknowledgement number received from the
Designated Intermediaries in addition to the documents/information mentioned hereinabove.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to either (a) the
relevant Designated Branch of the SCSB where the Application Form was submitted by the ASBA Applicant, or (b) the
concerned Member of the Syndicate and the relevant Designated Branch of the SCSB in the event of an Application
submitted by an ASBA Applicant at any of the Syndicate ASBA Centres, giving full details such as name, address of
Applicant, Application Form number, series applied for, number of NCDs applied for, amount blocked on Application.
All grievances related to the UPI process may be addressed to the Stock Exchanges, which shall be responsible for
addressing investor grievances arising from applications submitted online through the App based/ web interface platform
of stock exchange or through their Trading Members. The intermediaries shall be responsible for addressing any investor
grievances arising from the applications uploaded by them in respect of quantity, price or any other data entry or other
errors made by them.

All grievances arising out of Applications for the NCDs made through the Online Stock Exchange Mechanism or through
Trading Members of the Stock Exchanges may be addressed directly to the relevant Stock Exchanges.

Consortium members to the Issue

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Bankers to the Issue

Public Issue Account Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Sponsor Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.
Refund Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Joint Statutory Auditors

M S K A & Associates Kalyaniwalla & Mistry LLP
602, Floor 6, Raheja Titanium, 2" Floor, 29, Esplanade House
Western Express Highway, Hazarimal Somani Marg,
Geetanjali Railway Colony, Fort, Mumbai — 400 001

Ram Nagar, Goregaon (E), Tel: +91 22 6158 7200

Mumbai — 400 063 Email: roshni.marfatia@kmllp.in
Tel: +91 22 6831 1600 Website: www.kmllp.in
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Email: srividyavaidison@mska.in Contact Person: Roshni R. Marfatia

Website: www.mska.in Firm Registration Number: 104607W/W100166
Contact Person: Srividya Vaidison Peer review certificate no.: 013324

Firm Registration Number: 105047W

Peer review certificate no.: 013267

M S K A & Associates and Kalyaniwalla & Mistry LLP were appointed as the joint statutory auditor since August 3,
2021.

For change in auditors in last three years, please see ‘Other Regulatory and Statutory Disclosures’ on page 426.

Credit Rating Agencies

ICRA Limited

Electric Mansion, 3rd Floor,

Appasaheb Marathe Marg,

Prabhadevi, Mumbai — 400 025

Tel: +91 22 6114 3406

Email: shivakumar@icraindia.com
Website: www.iccra.in

Contact Person: L Shivakumar

SEBI Registration No: IN/CRA/008/2015
CIN: L74999DL1991PLC042749

CRISIL Ratings Limited

CRISIL House, Central Avenue,
Hiranandani Business Park,

Powai, Mumbai — 400 076

Tel: +91 22 3342 3000 (B)

Email: crisilratingdesk@crisil.com
Website: www.crisil.com

Contact Person: Venkatramh B

SEBI Registration No: IN/CRA/001/1999
CIN: L67120MH1987PLC042363

India Ratings & Research Private Limited
(Formerly Fitch Ratings India Pvt. Ltd.))
Wockhardt Tower, Level 4, West Wing,
Bandra Kurla Complex,

Bandra, (E), Mumbai — 400 051

Tel: +91 22 4000 1700

Email: infogrp@indiaratings.co.in
Website: www.indiaratings.co.in

Contact Person: Jindal Haria

SEBI Registration No: IN/CRA/002/1999
CIN: U67100MH1995FTC140049

Credit Rating and Rationale

Details regarding the rationale and press release for the credit ratings see “Annexure A” beginning on page 528.
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Disclaimer Statement of CRISIL

CRISIL Research, adivision of CRISIL Limited (CRISIL) has taken due care and caution in preparing this report (Report)
based on the Information obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does
not guarantee the accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or
omissions or for the results obtained from the use of Data / Report. This Report is not a recommendation to invest /
disinvest in any entity covered in the Report and no part of this Report should be construed as an expert advice or
investment advice or any form of investment banking within the meaning of any law or regulation. CRISIL especially
states that it has no liability whatsoever to the subscribers / users / transmitters/ distributors of this Report. Without
limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to
provide any services in jurisdictions where CRISIL does not have the necessary permission and/or registration to carry
out its business activities in this regard. L&T Finance Limited will be responsible for ensuring compliances and
consequences of non-compliances for use of the Report or part thereof outside India. CRISIL Research operates
independently of, and does not have access to information obtained by CRISIL Ratings Limited / CRISIL Risk and
Infrastructure Solutions Ltd (CRIS), which may, in their regular operations, obtain information of a confidential nature.
The views expressed in this Report are that of CRISIL Research and not of CRISIL Ratings Limited / CRIS. No part of
this Report may be published/reproduced in any form without CRISIL’s prior written approval.

Disclaimer Statement of India Ratings

All credit ratings assigned by India Ratings are subject to certain limitations and disclaimers. Please read these limitations
and disclaimers by following this link: https://www.indiaratings.co.in/rating-definitions. In addition, rating definitions
and the terms of use of such ratings are available on the agency's public website www.indiaratings.co.in. Published
ratings, criteria, and methodologies are available from this site at all times. India ratings’ code of conduct, confidentiality,
conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available from the
code of conduct section of this site.

Disclaimer Statement of ICRA

ICRA ratings should not be treated as recommendations to buy, sell or hold the rated debt instruments. ICRA ratings are
subject to a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of
ICRA’s current opinion on the relative capability of the issuer concerned with timely service debts and obligations, with
reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources
believed by it to be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the
rated issuer or of the information provided by it. While 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 ICRA in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information.
Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All information
contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred
by users from any use of this publication or its contents.

Legal Counsel to the Issue

Khaitan & Co

One World Centre

13"& 101 Floor, Tower 1C,
Senapati Bapat Marg,
Mumbai 400 013
Maharashtra, India

Tel: +91 22 6636 5000
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Bankers to our Company

The Federal Bank Limited

Large Corporate Department, C - Wing, 5th
Floor, Laxmi Towers, BKC, Bandra Kurla
Complex, Bandra East, Mumbai — 400051
Tel: 9819548678

Email:
abhishekp@federalbank.co.in/ccscfort@fede
ralbank.co.in

Website: www.federalbank.co.in

Contact Person: Abhishek Pawar

The Karur Vysya Bank
Corporate Business Unit, 1st Floor,
Gayathri Towers, 954 Appasaheb
Marathe Marg,

Prabhadevi, Mumbai 400025

Tel: 7045798834

Email: bijug@kvbmail.com
Contact Person: Biju G

The South Indian Bank

Mumbai Corporate Br

8, Ground floor, Embassy Centre
Nariman point, Mumbai-400021
Tel: 91216 22129

Email: br0194@sib.co.in

Website: www.southindianbank.com
Contact Person: Sandhya

Union Bank of India

Large Corporate Branch, Union Bank
Bhawan, 1st Floor, 239, Vidhan Bhavan
Marg, Nariman Point, Mumbai, 400021
Tel: 89280 17550

Email:
IDubin0549584@unionbankofindia.bank
Website: www.unionbankofindia.co.in
Contact Person: Pranab Ranjan Das

United Overseas Bank Limited
3 North Avenue, Maker Maxity,
Bandra Kurla Complex, Mumbai-
400 051

Tel: 98219 21974

Email:
Navratan.Vohra@uobgroup.com
Contact Person: Navratan VVohra

Axis Bank Limited

Corporate Banking Branch-Mumbai 12.
Mittal Towers, A-Wing, First Floor,
Nariman Point, Mumbai-400021

Tel: 98336 62245

Email:
Abhinav2.Kumar@axisbank.com
Website: www.axisbank.com

Contact Person: Abhinav Kumar

Bank of China

India 41-B, 4th Floor, 4 North Avenue,
Maker Maxity, Bandra Kurla Complex,
Bandra (East) Mumbai-400051

Tel: 9619121405

Email: yogesh.mishra@bankofchina.com
Contact Person: Yogesh Mishra

BNP Paribas

BNP Paribas House, 1, North
Avenue, Maker Maxity, Bandra
Kurla Complex, Bandra East,
Mumbai-400051

Tel: 98201 60903

Email:
sonal.shah@asia.bmpparibas.com
Website: www.bnpparibas.co.in
Contact Person: Sonal Shah

Bank of Maharashtra

85-E, Maker Tower, Cuffe Parade,
Mumbai- 400005

Tel: 9967720665

Email: bom485@mahabank co in
Website: www.bankofmaharashtra.com
Contact Person: Madhuri Kendale

Micro Unit Development & Refinance
Agency Limited

MSME Development Centre, Plot No. C-11,
"G" Block, Bandra Kurla Complex, Bandra
East, Mumbai-400051

Tel: 022-67531177

Email: rkumar@mudra.org.in/
shailesh@mudra.org.in

Website: www.mudra.org.in

Contact Person: Rajesh Kumar / Shailesh
Kumar Minz

DBS Bank India Limited
-Express Towers, 19th Floor,
Nariman Point, Mumbai-400021
Tel: 99308 09642

Email: smalviya@dbs.com
Website: www.dbs.com

Contact Person: Siddharth Malviya

Deutsche Bank

14th Floor, The Capital, BKC, G-
Block, Bandra East, Mumbai — 400051
Tel: 9930234815

Email: ramaswamy.hari@db.com
Website: www.deutschebank.co.in
Contact Person: Ramaswamy Hari

Doha Bank

Sakhar Bhavan Branch, Ground Floor,
Backbay Reclamation, Nariman Point,
Mumbai-400021

Tel: 98193 06677

Email: smaniar@dohabank.co.in
Website: http://dohabank.co.in/
Contact Person: Soma Maniar

HDFC Bank Limited

2" Floor Process House Kamala
Mills, Senapati Bapat Marg

Tel: 88002 53420

Email: Deepti.Agarwal@hdfc.com
Website: www.hdfcbank.com
Contact Person: Deepti Agarwal

HSBC Bank

HSBC Ltd. 52/60, MG Road, Mumbai
400001

Tel: 9004031202

Email: shagunahluwalia@hsbc.co.in
Website: www.hsbc.co.in

Contact Person: Shagun Ahluwalia

Indusind Bank

Shop No.2/3, Atlanta Building, Ground
Floor Nariman Point, Mumbai- 400021
Tel: 99674 02297

Email: Digvijay Yadav@indusind.com
Contact Person: Digvijay Singh Yadav

IDBI Limited

LCG, IDBI Tower Cuffe Parade

Tel: 87962 65340

Email: kunjal.lakhani@idbi.co.in
Contact Person: Kunjal Lakhani

NABARD

4, Wellesley Road, Opposite Govt
College Of Engineering, Baluchi Vasti,
Shivajinagar, Pune, Maharashtra
411005

Tel: 99622 56223

Email: dor.pune@nabard.org

Contact Person: Ashish Jain
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Punjab National Bank

ELCB, Ground Floor, E Wing, Maker
Tower, Cuffe Parade, Mumbai 400005
Tel: 98000 28020

Email: LCB Mumbai bo2175@pnb.co.in
Website: www.pnbindia.in

Contact Person: Sumit Sahu

Punjab and Sind Bank

27 29 Ambalal Doshi Marg, Fort,
Mumbai-400023

Tel: 9560774605

Email: 80385@psb.co.in
Website: www.pshindia.com
Contact Person: Sarbjeet Singh

RBL Bank Limited

One World Centre, Tower 28, 6th
Floor, 841 Senapati Bapat Marg, Lower
Parel West, Mumbai-400013

Tel: 9717113241

Email: Sumant Paul@rbibank.com
Website: www.rblbank.com

Contact Person: Sumant Paul

State Bank of India

Corporate Accounts Group Branch (09995),
AMT-4, Neville House, 3rd Floor, JN
Heredia Marg Ballard Estate, Mumbai-
400001

Tel: 91377 57993

Email: amt4.09995@sbi.co.in

Website: https://bank.sbl/

Contact Person: Pradnyanand Manohar
Jadhav

Standard Chartered Bank
Crescenzo, 5th Floor, C-38/39, G-
Block, Bandra Kurla Complex,
Bandra East, Mumbai, 400051
Tel: 99878 69596

Email: Praveen Agarwal@sc.com
Website: Website-www.sc.com/in/
Contact Person: Praveen Agarwal

Small Industries Development Bank
of India

MSME Development Centre, Plot No.
C-11, "G" Block, Bandra Kurla
Complex, Bandra East, Mumbai-
400051

Tel: 90290 37369

Email: snv@sidbl.in, ifvnbfc@sidbl.in
Website: www.sidbi.in

Contact Person: Shashank Vyas/
Shailesh Audichya

Societe Generale

Societe Generale, 19th Floor, Tower A,
Peninsula Business Park, Ganpatrao Kadam
Marg, Lower Parel, Mumbai-400013

Tel: 7045754146

Email: umesh.kamath@socgen.com

The Bank of Nova Scotia

Mittal Tower, B wing, Nariman
Point, Mumbai — 400021

Email: aditya.jain@scotiabank.com
Contact Person: Aditya Jain
Website: www.scotiabank.com

Contact Person: Umesh Kamath

Impersonation

As a matter of abundant precaution, attention of the investors is specifically drawn to the provisions of sub-Section (1)
of Section 38 of the Companies Act, 2013, relating to punishment for fictitious applications. Section 38(1) of the
Companies Act, 2013 provides that:

“Any person who —

(@)
(b)

(©)

makes or abets making of an application in a fictitious name to a company for acquiring, or subscribing for, its
securities; or

makes or abets making of multiple applications to a company in different names or in different combinations of his
name or surname for acquiring or subscribing for its securities; or

otherwise induces directly or indirectly a company to allot, or register any transfer of, securities to him, or to any
other person in a fictitious name,

shall be liable for action under Section 447.”

The liability prescribed under Section 447 of the Companies Act 2013 for fraud involving an amount of at least ¥ 1.00
million or 1.00% of the turnover of our Company, whichever is lower, includes imprisonment for a term which shall not
be less than six months extending up to 10 years (provided that where the fraud involves public interest, such term shall
not be less than three years) and fine of an amount not less than the amount involved in the fraud, extending up to three
times of such amount. In case the fraud involves (i) an amount which is less than % 1.00 million or 1.00% of the turnover
of our Company, whichever is lower; and (ii) does not involve public interest, then such fraud is punishable with an
imprisonment for a term extending up to five years or a fine of an amount extending up to %5.00 million or with both.

Recovery Expense Fund

Our Company has created a recovery expense fund in the manner as specified by SEBI in circular no.
SEBI/HO/MIRSD/CRADT/CIR/P/2020/207 dated October 22, 2020 as amended from time to time and Regulation 11 of
SEBI NCS Regulations with the Designated Stock Exchange and informed the Debenture Trustee regarding the creation
of such fund. The Recovery expense fund may be utilised by Debenture Trustee, in the event of default by our Company
under the terms of the Debenture Trust Deed, for taking appropriate legal action to enforce the security.
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Inter-se allocation of Responsibility

The following table sets forth the responsibility and coordination for various activities by the Lead Manager:

refund advice, etc.;
e Coordination for generation of ISINs;

Capital/JIM/Trust

No Activities Responsibility | Coordinator
1. |Due diligence of Company’s operations/ management/ business plans/ legal |A.K. A K. Capital
etc. Capital/JIM/Trust
e Drafting and designing of the offering document.
(The Lead Managers shall ensure compliance with stipulated
requirements and completion of prescribed formalities with the Stock
Exchange, RoC and SEBI including finalization of Offering Document
and RoC filing). Draft Prospectus, and Prospectus (together “Offer
Documents™)

e Coordination with the Stock Exchange for in-principle approval

2. |Structuring of various issuance options with relative components and|A.K. A K. Capital
formalities etc. Capital/JM/Trust

3. |Co-ordination with auditors for auditor deliverables and co-ordination with|A.K. A K. Capital
lawyers for legal opinion Capital/JM/Trust

4. |Drafting and approval of statutory advertisement. AK. A K. Capital

Capital/JM/Trust

5. |Appointment of other intermediaries viz., Registrar, Debenture Trustee, |A.K. M
Consortium/Syndicate Members, printer, advertising agency and Public Issue | Capital/JM/Trust
Bank, Refund Bank and Sponsor Bank.

6. |Coordination with the printer for designing and finalization of Offer|A.K. Trust
Documents, Application Form including memorandum containing salient|Capital/JM/Trust
features of the Offer Documents.

7. |Drafting and approval of all publicity material (excluding statutory|A.K. Trust
advertisement as mentioned in 5 above) including print and online |Capital/JM/Trust
advertisement, outdoor advertisement including brochures, banners,
hoardings etc.

8.  |Preparation of road show presentation, FAQs. AK. M

Capital/JM/Trust
9. |Marketing strategy which will cover, inter alia: AK. JM
e Deciding on the quantum of the Issue material and follow-up on|Capital/JM/Trust
distribution of publicity and Issue material including Application Forms,
Offer Documents, posters, banners, etc.

e Finalise collection centres;

e Coordinate with Registrar for collection of Application Forms by ASBA
banks;

o Finalisation of list and allocation of institutional investors for one on one
meetings.

10. |Domestic institutions/banks/mutual funds marketing strategy: AK. Trust
e Finalize the list and division of investors for one on one meetings, |Capital/JM/Trust

institutional allocation

11. |Non-institutional marketing strategy which will cover, inter alia: AK. M
e Finalize media, marketing and public relation strategy and publicity |Capital/JM/Trust

budget;
o  Finalize centers for holding conferences for brokers, etc.
12. |Coordination with the Stock Exchange for use of the bidding software AK. JM
Capital/JIM/Trust

13. |Coordination for security creation by way of execution of Debenture Trust |A.K. Trust
Deed Capital/JM/Trust

14. |Post-issue activities including - AK. A.K. Capital
e Co-ordination with Bankers to the Issue for management of Public Issue |Capital/JM/Trust

Account(s), Refund Account and any other account and
e Allotment resolution
15. |e Drafting and finalization of post issue stationery items like, allotment and | A.K. A K. Capital
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No Activities Responsibility | Coordinator
e Corporate action for dematerialized credit /delivery of securities;
e Coordinating approval for listing and trading of securities; and

o Redressal of investor grievances in relation to post issue activities.

Underwriting

The Issue is not underwritten.
Arrangers to the Issue

There are no arrangers to the Issue.
Guarantor to the Issue

There are no guarantors to the Issue.
Minimum subscription

In terms of the SEBI NCS Regulations, for an issuer undertaking a public issue of debt securities the minimum
subscription for public issue of debt securities shall be 75% of the Base Issue Size. If our Company does not receive the
minimum subscription of 75% of Base Issue Size, prior to the Issue Closing Date the entire Application Amount shall be
unblocked in the relevant ASBA Account(s) of the Applicants within 8 Working Days from the Issue Closing Date or
such time as may be specified by SEBI. The Application Amount shall be transferred to the Public Issue Account from
the respective ASBA Accounts, such Application Amount shall be refunded from the Refund Account to the relevant
ASBA Accounts(s) of the Applicants. The refunded subscription amount shall be credited only to the account from which
the relevant subscription amount was remitted. In the event, there is a delay by our Company in unblocking the aforesaid
ASBA Account within the prescribed time limit our Company will become liable to refund the Application Amount along
with interest at the rate of 15 (fifteen) percent per annum for the delayed period.

Under Section 39(3) of the Companies Act, 2013 and Rule 11(2) of the Companies (Prospectus and Allotment of
Securities) Rules, 2014 if the stated minimum subscription amount is not received within the specified period, the
application money received is to be credited only to the bank account from which the subscription amount was remitted.
To the extent possible, where the required information for making such refunds is available with our Company and/or
Registrar, refunds will be made to the account prescribed. However, where our Company and/or Registrar does not have
the necessary information for making such refunds, our Company and/or Registrar will follow the guidelines prescribed
by SEBI in this regard included in the SEBI Operational Circular.

Designated Intermediaries
Self-Certified Syndicate Bank

The list of banks that have been notified by SEBI to act as the SCSBs for the ASBA process is provided on the website
of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmid=40  and
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=44 as updated from time to time.
For a list of branches of the SCSBs named by the respective SCSBs to receive the ASBA Forms and UPI Mechanism
through app/web interface from the Designated Intermediaries, refer to the above-mentioned link.

In relation to Bids submitted under the ASBA process to a member of the Syndicate, the list of branches of the SCSBs at
the Specified Locations named by the respective SCSBs to receive deposits of the ASBA Forms from the Members of
the Syndicate is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45 and updated from time to
time. For more information on such branches collecting Bid cum Application Forms from the Syndicate at Specified
Locations, see the website of SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.

Syndicate SCSB Branches

In relation to Applications submitted to a member of the Syndicate or the Trading Members of the Stock Exchanges only
in the Specified Cities (Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, Jaipur, Bengaluru, Hyderabad, Pune,
Vadodara and Surat), the list of branches of the SCSBs at the Specified Locations named by the respective SCSBs to
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receive deposits of Application Forms from the Members of the Syndicate is available on the website of the SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45) and updated from time to
time or any such other website as may be prescribed by SEBI from time to time. For more information on such branches
collecting Application Forms from the Syndicate at Specified Locations, see the website of the SEBI
(http:/lwww.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes) as updated from time to time or any such
other website as may be prescribed by SEBI from time to time.

Broker Centres/ Designated CDP Locations/ Designated RTA Locations

In accordance with SEBI Circular No. CIR/CFD/14/2012 dated October 4, 2012 and CIR/CFD/POLICYCELL/11/2015
dated November 10, 2015 and the SEBI Operational Circular, Applicants can submit the Application Forms with the
Registered Brokers at the Broker Centres, CDPs at the Designated CDP Locations or the RTAs at the Designated RTA
Locations, respective lists of which, including details such as address and telephone number, are available at the website
of the Stock Exchange at www.bseindia.com and www.nseindia.com. The list of branches of the SCSBs at the Broker
Centres, named by the respective SCSBs to receive deposits of the Application Forms from the Registered Brokers will
be available on the website of the SEBI (www.sebi.gov.in) and updated from time to time.

CRTAs/CDPs

The list of the CRTAs and CDPs, eligible to accept Applications in the Issue, including details such as postal address,
telephone number and email address, are provided on the website of NSE and BSE for CRTAs and CDPs, as updated from
time to time.

Utilisation of Issue proceeds

For details on utilisation of Issue proceeds see, “Objects of the Issue” beginning on page 72.

Issue Programme™

ISSUE OPENS ON As specified in the relevant Tranche Prospectus
ISSUE CLOSES ON | As specified in the relevant Tranche Prospectus

PAY IN DATE Application Date. The entire Application Amount is payable on Application
DEEMED DATE OF | The date on which the Board of Directors/or the Committee of Directors approves the
ALLOTMENT Allotment of the NCDs for the Issue or such date as may be determined by the Board of

Directors/ or the Committee of Directors thereof and notified to the Designated Stock
Exchanges. The actual Allotment of NCDs may take place on a date other than the Deemed
Date of Allotment. All benefits relating to the NCDs including interest on NCDs shall be
available to the Debenture Holders from the Deemed Date of Allotment.

*The Issue shall remain open for subscription on Working Days from 10 a.m. to 5 p.m. (Indian Standard Time) during the period
indicated in the relevant Tranche Prospectus, except that the Issue may close on such earlier date or extended date (subject to a
maximum period of 30 days from the date of the relevant Tranche Prospectus) as may be decided by the Board of Directors and
Committee of Directors of our Company, subject to relevant approvals. In the event of an early closure or extension of the Issue, our
Company shall ensure that notice of the same is provided to the prospective investors through an advertisement in a English daily
national newspaper with wide circulation and a regional daily with wide circulation where the registered office of the Company is
located (in all the newspapers in which pre-issue advertisement for opening of this Issue has been given on or before such earlier or
initial date of Issue closure) on or before such earlier or initial date of Issue closure. On the Issue Closing Date, the Application Forms
will be accepted only between 10 a.m. and 3 p.m. (Indian Standard Time) and uploaded until 5 p.m. or such extended time as may be
permitted by the Stock Exchanges.

Applications Forms for the Issue will be accepted only from 10:00 a.m. to 5:00 p.m.(Indian Standard Time) (“Bidding Period ) or
such extended time as may be permitted by the Stock Exchanges, during the Issue Period as mentioned above on all days between
Monday and Friday (both inclusive barring public holiday) (a) by the Designated Intermediaries at the Bidding Centres, or (b) by the
SCSBs directly at the Designated Branches of the SCSBs. On the Issue Closing Date, Application Forms will be accepted only between
10:00 a.m. to 3:00 p.m. and uploaded until 5:00 p.m. (Indian Standard Time) or such extended time as may be permitted by the Stock
Exchanges. It is clarified that the Applications not uploaded on the Stock Exchanges Platform would be rejected. Further, pending
mandate requests for bids placed on the last day of bidding will be validated by 5 PM on one Working Day after the Issue Closing
Date

Due to limitation of time available for uploading the Applications on the Issue Closing Date, Applicants are advised to submit their
Application Forms one day prior to the Issue Closing Date and, no later than 3.00 p.m. (Indian Standard Time) on the Issue Closing
Date. Applicants are cautioned that in the event a large number of Applications are received on the Issue Closing Date, there may be
some Applications which are not uploaded due to lack of sufficient time to upload. Such Applications that cannot be uploaded will not
be considered for allocation under the Issue. Neither our Company, nor the Lead Managers, nor any Member of the Syndicate,
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Registered Brokers at the Broker Centres, CDPs at the Designated CDP Locations or the RTAs at the Designated RTA Locations or
designated branches of SCSBs are liable for any failure in uploading the Applications due to failure in any software/ hardware systems
or otherwise. Please note that the Basis of Allotment under the Issue will be on date priority basis except on the day of oversubscription,

if any, where the Allotment will be proportionate.
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Details of share capital

CAPITAL STRUCTURE

The share capital of our Company as on June 30, 2022 is set forth below:

Share Capital (in%)
AUTHORISED SHARE CAPITAL
4,87,43,09,610 Equity Shares of X 10 each 48,74,30,96,100
12,00,000 Preference Shares of ¥ 100 each 12,00,00,000

Total Authorised Share Capital

48,86,30,96,100

ISSUED, SUBSCRIBED AND PAID-UP SHARE CAPITAL

2,68,41,72,360 Equity Shares of X 10 each fully paid up 26,84,17,23,600
Total 26,84,17,23,600
Securities Premium Account 108,00,89,96,864

Note: There will be no change in the capital structure and securities premium account due to the issue and allotment of

the NCDs.

Details of change in authorised share capital of our company as on June 30, 2022, for last three years:

Except as stated below, there have been no changes in the authorised share capital of our Company as on June 30, 2022,

for last three years:

April 12, 2021)

Date of Change Particulars
Scheme of In terms the Scheme of Amalgamation by way of merger by absorption between L&T Housing
Amalgamation Finance Limited (“LTHFL”) and L&T Infrastructure Finance Company Limited (“LTIFC)”
(Effective date with our Company sanctioned by NCLT, Mumbai and Kolkata dated March 15, 2021 and March

19, 2021, respectively, effective from April 12, 2021, the authorised share capital of our
Company was increased from X 2664,30,96,100 divided into 265,43,09,610 Equity Shares of %
10 each and 10,00,000 Preference Shares of ¥ 100 each to I 48,863,096,100 divided into

487,43,09,610 Equity Shares of ¥ 10 each and 12,00,000 Redeemable Cumulative Preference
Shares of X 100.

Changes in the Equity Share capital of our Company in the three years preceding June 30, 2022:

Date of |No of Equity |Face |lIssue| Consideration | Nature of Cumulative Remarks
Allotm | Shares*  (Value |Price| (Cash, other Allotment |No. of Equity | Equity Equity
ent (®)* |than cash, etc.) Shares Share Share
Capital | Premium
(R in crore)|(R in crore)
April 12,]1,08,50,34,161| 10 - |Other than Cash*|Pursuant to the| 2,68,41,72,360 2,684.17 | 10,800.89 Nil
2021 Scheme of
Amalgamation

* pursuant to Scheme by way of merger by absorption between L&T Infrastructure Finance Company Limited (“LTIFC”) and L&T
Housing Finance Limited (“LTHFL”) with the Company under sections 230 to 232 of the Companies Act, 2013 (“‘Scheme”).

Changes in the Preference Shares of our Company in the three years preceding June 30, 2022:

Our Company has not allotted any preference shares in the three years preceding June 30, 2022.
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Shareholding pattern of our Company as on June 30, 2022

Cate| Category of Nos. of | No. of fully | No. of | No. of Total nos. [Shareholdi| Number of VVoting Rights held in each |No. of Shares| Shareholding, No. of No. of Shares | No. of equity
gory| shareholder |shareho| paidup Partly | shares | sharesheld | ng asa % class of securities Underlying asa% Locked in pledged or |shares held in
Iders equity paid- |underlying of total no. Outstanding | assuming full shares otherwise [dematerialised
shares held up |Depository of shares convertible | conversion of encumbered form
equity | Receipts (calculated No of Voting Rights Total | securities convertible | No.[Asa % | No. | Asa %
shares as per Classeg: |Class| Total asa | (including | securities (as | (a) |of total | (a) | of total
held SCRR, Equity |eg:y % of | Warrants) | a percentage Shares Shares
1957) Shares (A+B of diluted held held
+C) share capital) (b) (b)
D) D) (1) 0% v) (V1) (Vi) = [(VIIAsa (1X) (X) (Xn)= (X11) D) (X1V)
(IV)+(V)+ % of (VID+(X) As a
(V1) (A+B+C2) % of
(A+B+C2)
(A) |Promoter & 8* |2684172360* - - |2684172360* 100% [2684172360* - 2684172360 | 100% - 100% - - - -| 2684172353*
Promoter Group
(B) |Public - - - - - - - - - - - -l - - - - -
(C) |Non Promoter - - - - - - - - - - - - -l - - - - -
Non Public
(C1) | Shares Underlying - - - - - - - - - - - -1 - - - - -
DRs
(C2) | Shares Held By - - - - - - - - - - - -l - - - - -
Employee Trust
Total 8*| 2684172360 - -| 2684172360 100% | 2684172360 - 2684172360 | 100% - 100%| - - - -| 2684172353

*Our Company is a wholly-owned subsidiary of L&T Finance Holdings Limited. For the purpose of complying with the provisions regarding minimum number of Members, 7 shares are held by 7 members jointly with L&T

Finance Holdings Limited.

1. Statement showing shareholding pattern of the Promoter and Promoter Group

Categor| Category & Name of the No of No of fully | No of No of Total No of [Shareholdin| Number of Voting Rights held in each class | No of Shares | Shareholding as | Number of | Number of | Number of
y Shareholder Shareholders| paid up Partly | Shares | Shares Held | g asa % of of securities Underlying | a % assuming | Locked in Shares equity
equity shares | paid-up | Underlyin | (IV+V+VI) | total no of Outstanding | full conversion of|  Shares pledged or (shares held
held” equity g shares convertible convertible otherwise in
shares [Depository (calculated securities Securities (as a encumbered |demateriali
held | Receipts as per No of Voting Rights Total asa % | (Including percentage of |No.[Asa % |[No| Asa% | zed form
SCRR, 1957 of (A+B+C) | Warrants) diluted share of total of total
(VIII) As a capital) Shares Shares
% of (VIN)+(X) As a % held held
(A+B+C2 of (A+B+C2)
Class Class | Total
X Y
(N (1)) (v) V) (VI) (VI [\A11)) (1X) (X) (XI) XI1) (XI11) (XIV)
Q) Indian
(@) Individuals/Hindu  undivided 7 7 - - 7 - 7 7 7 - 7 - -l - - -
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Categor| Category & Name of the No of No of fully | No of No of Total No of |Shareholdin| Number of Voting Rights held in each class | No of Shares | Shareholding as | Number of | Number of | Number of
y Shareholder Shareholders| paid up Partly | Shares | Shares Held | g as a % of of securities Underlying | a % assuming | Locked in Shares equity
equity shares| paid-up | Underlyin | (IV+V+VI) | total no of Outstanding |full conversion of|  Shares pledged or |shares held
held” equity g shares convertible convertible otherwise in
shares [Depository (calculated securities Securities (as a encumbered |demateriali
held Receipts as per No of Voting Rights Totalasa % | (Including percentage of [No.[Asa% |No| Asa% | zed form
SCRR, 1957 of (A+B+C) | Warrants) diluted share of total of total
(VIII) As a capital) Shares Shares
% of (VID+(X) As a % held held
(A+B+C2 of (A+B+C2)
Class Class | Total
X Y
Family
(b) Central Government/State
Government(s)
(c) Financial Institutions/Banks
(d) Any Other 1/2684172353 - -1 2684172353 100%| 2684172353 2684| 2684172353 - 2684172353| - -l - -| 26841723
1723 53
53
Sub-Total (A)(1)
(2) Foreign - - - - - - - - - - - -l - -l - - -
@) Individuals (Non-Resident - - - - - - - - - - - -l - -l - - -
Individuals/Foreign Individuals
(b) Government - - - - - - - - - - - -l - -l - - -
(c) Institutions - - - - - - - - - - - -l - -l - - -
(d) Foreign Portfolio Investor - - - - - - - - - - - -l - -l - - -
(e) Any Other - - - - - - - - - - - -l - -l - - -
Sub-Total (A)(2) - - - - - - - - - - - -l - -l - - -
Total Shareholding of 8*| 2684172360 - -1 2684172360 100%| 2684172360 -1 2684 100% - 100%| - -l - -| 26841723
Promoter and Promoter 1723 53
Group (A)=(A)(L)+(A)(2) 60

*QOur Company is a wholly-owned subsidiary of L&T Finance Holdings Limited. For the purpose of complying with the provisions regarding minimum number of Members, 7 shares are held by 7 members
jointly with L&T Finance Holdings Limited.
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Statement showing shareholding pattern of public Shareholders

Categor |Category & Name of the | PA No of No of | Noof | No of Total No | Shareholdin | Number of Voting Rights No of Shareholdin [Number of| Number of | Number of
y Shareholder N | Shareholder | fully |Partly| Shares | of Shares | gasa % of held in each class of Shares gasa% |Lockedin| Shares | equityshares
S paid | paid- | Underlyin Held total no of securities Underlying | assuming Shares | pledged or held in
up up g (IV+V+VI shares Outstandin full otherwise | dematerialize
equity |equity| Depository ) (A+B+C2) g conversion encumbere d form
share | share | Receipts convertible of d
s held |s held securities | convertible
(Including |[Securities (as
Warrants) |a percentage
of diluted
share
capital)
No of Voting | Total as No| Asa |No.| Asa
Rights a % of % of % of
(A+B+C total total
) Share Shares
s held held
Clas | Clas | Tota
sX|sY |
D) D) (11 (V) | (V) (V1) (V1) (V1) (1X) (X) (X1) (X11) (X111) (XIV)
1) Institutions - - - - - - - - - - - - -l - - - - -
@ Mutual Funds - - - - - - - - - - - - -l - - - - -
(b) Venture Capital Funds |- - - - - - - - - - - - -l - - - - -
(c) Alternate Investment|- - - - - - - - - - - - -l - - - -

Funds

(d) Foreign Venture Capital |- - - - - - - - - - B - - R B B _
Investors
(e) Foreign Portfolio|- - - - - - - - - - - - |- - R R R
Investors
(U] Financial - - - - - - - - - - R - |- _ R R R
Institutions/Banks
(9) Insurance Companies |- - - - - - - - - - - R |- _ R R R
(h) Provident - - - - - - - - - - - - - R - - B
Funds/Pension Funds
(i) Any Other - - - - - - - - - - - - - R - _ _
Others - - - - - - - - - - - - - - R B R
Sub Total (B)(1) - - - - - - - - - - - - |- R - - B
2 Central - - - - - - - - - - B - - R B B B
Government/State
Government(s)/Presiden
t of India
Sub Total (B)(2) - - - - - - - - - - B R - R B R _
3) Non-Institutions - - - - - - - - - - R R - _ R R R
(a) i.Individual shareholders
holding nominal share

capital up to Rs.2 lakhs*

ii.Individual shareholders
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Categor |Category & Name of the | PA No of No of | Noof | No of Total No | Shareholdin | Number of Voting Rights No of Shareholdin [Number of| Number of | Number of
y Shareholder N | Shareholder | fully |Partly| Shares | of Shares | gasa % of held in each class of Shares gasa% |Lockedin| Shares | equityshares
S paid | paid- | Underlyin Held total no of securities Underlying | assuming Shares | pledged or held in
up up g (IV+V+VI shares Outstandin full otherwise | dematerialize
equity |equity| Depository ) (A+B+C2) conversion encumbere d form
share | share | Receipts convertible of d
s held |s held securities | convertible
(Including |[Securities (as
Warrants) |a percentage
of diluted
share
capital)
No of Voting | Total as No| Asa [No.| Asa
Rights a % of % of % of
(A+B+C total total
) Share Shares
s held held
Clas | Clas | Tota
sX|sY |
[0) (1 (1 av) | (v) (V1) WD) (Vi) (1X) X) (X1) XI11) (X111) (XIV)
holding nominal share
capital in excess of Rs. 2
Lakhs
(b) NBFCs Registered with|- - - - - - - - - - - - -l - - - - -
RBI
(©) Employee Trusts - - - - - - - - - - - - -l - - - - -
(d) Overseas  Depositories|- - - - - - - - - - - - -l - - - - -
(Holding
DRs)(Balancing figure)
(e) Any Other - - - - - - - - - - - - -l - - - - -
TRUSTS - - - - - - - - - - - - - - - - - -
NON RESIDENT]- - - - - - - - - - - - |- - - -
INDIANS
CLEARING MEMBERS |- - - - - - - - - - - - -l - - - - -
NON RESIDENT |- - - - - - - - - - - - -l - - - - -
INDIAN NON

REPATRIABLE

BODIES CORPORATES

Sub Total (B)(3)

Total Public|- - - - - - - - - - - - - - - - -
Shareholding (B) =
BXL)+B)+B)E)
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Statement showing shareholding pattern of non-Promoter — non-public Shareholders

Class

Class

Total

0]

an

(n

av)

M)

(W)

(v

[YID)

1X)

X

(XN

(X110

XIV)

0]

Custodian/DR
Holder

@

Employee
Benefit Trust
(under
SEBI(Share
based
Employee
Benefit)
Regulations
2014)

Total Non-
Promoter-Non
Public
Shareholding
= (H+HC)(2)
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List of top 10 holders of Equity Shares of our Company as on June 30, 2022:

Sr. Name of the Shareholder Total number of | Number of Equity | Total shareholding as
No. Equity Shares Shares held in a % of total number
dematerialized form | of Equity Shares
1. |L&T Finance Holdings Limited 268,41,72,353 268,41,72,353 99.99
2. |Dinanath Mohandas Dubhashi* 1 - Negligible
3. [Sachinn Roopnarayan Joshi* 1 - Negligible
4. |Raju Dodti* 1 - Negligible
5. |Abhishek Sharma* 1 - Negligible
6. |Rupa Rege Nitsure* 1 - Negligible
7. |Apurva Neeraj Rathod* 1 - Negligible
8. |Santosh Parab™ 1 - Negligible
Total 268,41,72,360 268,41,72,353 100.00

*Held jointly with L&T Finance Holdings Limited

List of top 10 holders of non-convertible securities as on June 30, 2022 (on cumulative basis):

Sr. Name of the holder of Non-convertible Securities Amount % of total non-convertible
No. (in  crore) securities outstanding
1. | LICI Pension Plus Non Unit Fund 5,020.00 18
2. | State Bank of India 1,950.00 7
3. | Aditya Birla Sun Life Trustee Private Limited A/C Aditya 1,694.00 6
Birla Sun Life Crisil AAA Jun 2023 Index Fu

4, | HDFC Trustee Co. Ltd. A/C HDFC Ultra Short Term Fund 1,421.00 5
5. | International Finance Corporation 1,152.00 4
6. | Larsen and Toubro Limited 990.00 3
7. | Nippon Life India Trustee Ltd — A/C Nippon India Liquid Fund 872.25.00 3
8. | Bank of Baroda 690.00 2
9. | Bank of India 500.00 2
10. | Central Bank of India 400.00 1

Shareholding of the Promoter and Promoter Group in our Company as on June 30, 2022:

Sr | Name of Promoter / Promoter Total number of Number of Equity Total shareholding as a
No Group Equity Shares Shares held in % of total number of
dematerialised form Equity Shares
1. L&T Finance Holdings Limited 268,41,72,353 268,41,72,353 99.99
2. Dinanath Mohandas Dubhashi* 1 - Negligible
3. Sachinn Roopnarayan Joshi* 1 - Negligible
4. Raju Dodti* 1 - Negligible
5. Abhishek Sharma* 1 - Negligible
6. Rupa Rege Nitsure* 1 - Negligible
7. Apurva Neeraj Rathod* 1 - Negligible
8. Santosh Parab* 1 - Negligible
Total 268,41,72,360 268,41,72,353 100.00
*Held jointly with L&T Finance Holdings Limited.
Shareholding of Directors in our Company
The shareholding of the Directors in our Company as on June 30, 2022 is mentioned below:
Sr. No. | Name of Director Number of Equity Shares
1 Dinanath Mohandas Dubhashi * 1
2 Sachinn Roopnarayan Joshi* 1

* Held Jointly with L&T Finance Holdings Limited

Statement of the aggregate number of securities of our Company and our Subsidiary purchased or sold by our
Promoters, Promoter Group, our Directors and the directors of our Promoters and/or their relatives within six months
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immediately preceding the date of filing of this Draft Shelf Prospectus.

No Securities of our Company and our Subsidiaries have been purchased or sold by our Promoters, Promoter Group, our
Directors, directors of our Promoter and/or their relatives within six months immediately preceding the date of filing of
this Draft Shelf Prospectus.

Statement of capitalization (Debt to Equity Ratio) of our Company as on March 31, 2022:

(in crore, except Debt/Equity ratio)

Particulars Pre-lIssue as at March 31, 2022 Post Issue*
Standalone Consolidated Standalone Consolidated

Debt

Debt Securities & Subordinated Liabilities 37,963.20 45,777.60 42,963.20 50,777.60
Borrowings (Other than Debt Securities) 40,356.40 40,356.40 40,356.40 40,356.40
Total Debt (A) 78,319.60 86,134.00 83,319.60 91,134.00
Networth** 15,876.71 16,407.93 15,876.71 16,407.93
Total Networth (B) 15,876.71 16,407.93 15,876.71 16,407.93
Debt/ Equity (C= A/B) 4.93 5.25 5.25 5.55

*The debt - equity ratio post Issue is indicative on account of the assumed inflow of T 5,000 crore from the proposed Issue. The actual
debt-equity ratio post the Issue would depend on the actual position of debt and equity on the Deemed Date of Allotment.
** Net worth is calculated as defined in Section 2(57) of Companies Act, 2013

For details regarding total outstanding debt of our Company, see “Financial Indebtedness” on page 203.
Details of Promoter’s shareholding in our Company’s Subsidiary

L&T Infra Credit Limited

Name of the Promoter No. of Equity shares of Total shareholding as a %
%10 each held of total number of Equity Shares
L&T Finance Holdings Limited 11,44,91,100 23.36%

Details of Promoter’s shareholding in our Joint Venture and Associate Company
Nil
Details of any acquisition or amalgamation in the last one year

Our Company has not made any acquisition or amalgamation in the last one year prior to the date of this Draft Shelf
Prospectus.

Details of any reorganization or reconstruction in the last one year

Our Company has not made any reorganization/reconstruction in the last one year prior to the date of this Draft Shelf
Prospectus.

Details of debt securities were issued at a premium or a discount by the Company

Except as disclosed in the section “Financial Indebtedness” on page 203, no debt securities were issued at a premium or
a discount by the Company.

Details of shareholding of our Directors in our Subsidiaries, Associate or Joint Ventures

As on the date of this Draft Shelf Prospectus, the Directors are not holding any shares in our Subsidiaries, Associate or
Joint Ventures except as stated below:

1. L&T Infra Investment Partners Advisory Private Limited:
Dinanath Mohandas Dubhashi - 1 Equity Share of X 10 jointly with L&T Finance Limited.

2. L&T Infra Investment Partners Trustee Private Limited:
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Dinanath Mohandas Dubhashi - 1 Equity Share of X 10 jointly with L&T Finance Limited.

3. L&T Infra Credit Limited:

Dinanath Mohandas Dubhashi - 1 Equity Share of % 10 each jointly with L&T Finance Limited.

Sachinn Roopnarayan Joshi - 1 Equity Share of X 10 each jointly with L&T Finance Limited.

Details of change in the promoter holding in our Company during the last Fiscal beyond 26 % (as prescribed by RBI)
There has been no change in the promoter holding in our Company during the last Fiscal beyond 26%.

Employee Stock Option Scheme

Our Company does not have any employee stock option scheme.

Shares pledged or encumbered otherwise by our Promoter and Promoter Group

None of the Equity Shares held by the Promoter in our Company are pledged or encumbered.
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OBJECTS OF THE ISSUE
Issue Proceeds

Our Company has filed this Draft Shelf Prospectus for a public issue of secured, redeemable, NCDs for an amount
aggregating up to X 5,000 crore.

The Issue is being made pursuant to the provisions of the SEBI NCS Regulations and the Companies Act and the rules
made there under. Our Company proposes to utilize the proceeds raised through the Issue, after deducting the Issue
related expenses to the extent payable by our Company (“Net Proceeds”) towards funding the objects listed under this
section.

The details of the proceeds of the Issue are summarized below:

Particulars Estimated amount (X in crore)
Gross proceeds of the Issue As specified in the relevant Tranche Prospectus for each Tranche Issue
Less: Issue related expenses* As specified in the relevant Tranche Prospectus for each Tranche Issue
Net proceeds As specified in the relevant Tranche Prospectus for each Tranche Issue

*The above Issue related expenses are indicative and are subject to change depending on the actual level of subscription to the Issue,
the number of allottees, market conditions and other relevant factors.

Requirement of Funds and Utilization of Net Proceeds

The following table details the objects of the Issue (collectively, referred to herein as the “Objects”) and the amount
proposed to be financed from Net Proceeds:

Sr. Obijects of the Issue Percentage of amount proposed

No. to be financed from Net Proceeds

1. |For the purpose of onward lending, financing and for repayment of At least 75%
interest and principal of existing borrowings of the Company*

2. |General Corporate Purposes** Maximum up to 25%
Total 100%

*Our Company shall not utilise the proceeds of this Issue towards payment of prepayment penalty, if any

"The Net Proceeds will be first utilized towards the Objects mentioned above. The balance is proposed to be utilized for general
corporate purposes, subject to such utilization not exceeding 25% of the amount raised in the Issue, in compliance with the SEBI NCS
Regulations.

The main objects clause of the Memorandum of Association of the Company permits the Company to undertake its
existing activities as well as the activities for which the funds are being raised through the Issue.

Issue related expenses break-up

The expenses for this Issue include, inter alia, lead management fees and selling commission to the Lead Managers,
Consortium Members and intermediaries as provided for in the SEBI Operational Circular, fees payable to debenture
trustees, the Registrar to the Issue, SCSBs’ commission/ fees, printing and distribution expenses, legal fees, advertisement
expenses, listing fees and any other expense directly related to the Issue. The Issue expenses and listing fees will be paid
by our Company.

The estimated breakdown of the total expenses for this Issue and the timeline for such payment for each Tranche Issue
shall be as specified in the relevant Tranche Prospectus.

Purpose for which there is a requirement of funds
As specified in the relevant Tranche Prospectus for each Tranche Issue.
Funding Plan

Our Company confirms that for the purpose of this Issue, funding plan will not be applicable.
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Summary of the project appraisal report

Our Company confirms that for the purpose of this Issue, summary of the project appraisal report will not be applicable.
Schedule of implementation of the project

Our Company confirms that for the purpose of this Issue, schedule of implementation of the project will not be applicable.
Monitoring of utilization of funds

There is no requirement for appointment of a monitoring agency in terms of the SEBI NCS Regulations. The Audit
Committee of our Company shall monitor the utilisation of the proceeds of the Issue. Our Company will disclose in our
Company’s financial statements for the relevant financial year commencing from Fiscal 2023, the utilisation of the
proceeds of the Issue under a separate head along with details, if any, in relation to all such proceeds of the Issue that
have not been utilised thereby also indicating investments, if any, of such unutilized proceeds of the Issue. Our Company
shall utilize the proceeds of the Issue only upon only upon receipt of minimum subscription, i.e., 75% of base issue
relating to each Tranche Issue, the execution of the documents for creation of security and the Debenture Trust Deed and
receipt of final listing and trading approval from the Stock Exchanges. Our Company, within forty-five days from the
end of every quarter, submit to the stock exchange, a statement indicating the utilization of issue proceeds of non-
convertible securities, which shall be continued to be given till such time the issue proceeds have been fully utilised or
the purpose for which these proceeds were raised has been achieved.

Interim use of proceeds

Our Management, in accordance with the policies formulated by it from time to time, will have the flexibility in deploying
the proceeds received from the Issue. Pending utilization of the proceeds out of the Issue for the purposes described
above, our Company intends to temporarily invest funds in high quality interest/ non- interest bearing liquid instruments
including money market mutual funds, deposits with banks, current account of banks or temporarily deploy the funds in
investment grade interest bearing securities as may be approved by our Board of Directors or a committee thereof. Such
investment would be in accordance with the investment policies approved by the Board or any committee thereof from
time to time.

Other Confirmations

In accordance with the SEBI NCS Regulations, our Company will not utilize the proceeds of the Issue for providing loans
to or acquisition of shares of any person or company who is a part of the Promoter Group or Group Companies.

Proceeds from the Issue shall not be utilised towards full or part consideration for the purchase or any other acquisition,
inter alia by way of a lease, of any immovable property. No part of the proceeds from the Issue will be paid by us as
consideration to our Promoter, the Directors, Key Managerial Personnel, or companies promoted by our Promoter except
in ordinary course of business.

No part of the proceeds from the Issue will be utilized for buying, trading or otherwise dealing in equity shares of any
listed company. Further our Company undertakes that Issue proceeds from NCDs allotted to banks shall not be used for
any purpose, which may be in contravention of the RBI guidelines including those relating to classification as capital
market exposure or any other sectors that are prohibited under the RBI Regulations.

Our Company confirms that it will not use the proceeds from the Issue, directly or indirectly, for the purchase of any
business or in the purchase of any interest in any business whereby our Company shall become entitled to an interest in
either the capital or profit or losses or both in such business exceeding 50% thereof, the purchase or acquisition of any
immovable property (direct or indirect) or acquisition of securities of any other body corporate.

The fund requirement as above is based on our current business plan and is subject to change in light of variations in
external circumstances or costs, or in our financial condition, business or strategy. Our management, in response to the
competitive and dynamic nature of the industry, will have the discretion to revise its business plan from time to time and
consequently our funding requirements and deployment of funds may also change.

There is no contribution being made or intended to be made by the Directors as part of the Issue or separately in
furtherance of the Objects of the Issue.
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General Corporate Purposes

Our Company intends to deploy up to 25% of the amount raised and allotted in the Issue for general corporate purposes,
Including but not restricted to routine capital expenditure, renovations, strategic initiatives, meeting any expenditure in
relation to our Company as well as meeting exigencies which our Company may face in the ordinary course of business,
or any other purposes as may be approved by our Board of Directors or duly authorized committee thereof.

Variation in terms of contract or objects in this Draft Shelf Prospectus

Our Company shall not, in terms of Section 27 of the Companies Act, 2013, at any time, vary the terms of the objects for
which this Draft Shelf Prospectus is issued, except as may be prescribed under the applicable laws and specifically under
Section 27 of the Companies Act, 2013. Further, in accordance with the SEBI Listing Regulations, in case of any material
deviation in the use of proceeds as compared to the objects of the issue, the same shall be indicated in the format as
specified by SEBI from time to time.

Benefit / interest accruing to Promoter/Directors out of the object of the Issue

Neither our Promoter nor the Directors of our Company are interested in the Objects of this Issue.
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STATEMENT OF POSSIBLE TAX BENEFITS

To,
The Board of Directors

L&T Finance Limited

15™ Floor, PS SRIJAN Tech Park,
Plot No 52 Block DN, Sector-V,
Salt Lake City, Kolkata Parganas,
West Bengal - 700 091.

Sub: Statement of possible tax benefits available to debenture holders of L&T Finance Limited (the
“Company”), in connection with proposed public issue of secured redeemable non-convertible debentures
of face value Rs. 1,000 each (the “NCDs” or the “securities”), for an amount aggregating up to Rs. 5000
crore (the “Shelf Limit”) (herein referred to as the “Issue”). The NCDs will be issued in one or more
tranches up to the Shelf Limit, on terms and conditions as set out in separate Tranche Prospectus(es) for
each Tranche Issue.

1. We, M S K A & Associates (“M S K A”) and Kalyaniwalla & Mistry LLP (“KMLLP”), the Joint Statutory
Auditors of L&T Finance Limited (the “Company”/ “Issuer”) ( “us”/”we”/”’our”/”’firms”), hereby confirm that
the accompanying Statement of Possible Tax Benefits available to the Debenture holder(s) (hereinafter referred
to as “the Statement™) states the possible tax benefits available to the Debenture holders of the Company under
the Income Tax Act, 1961 (read with Income Tax Rules, circulars and notifications), as amended by the Finance
Act, 2022 (hereinafter referred to as the “Indian Income Tax Regulations™) for the purpose of inclusion in the
Draft Shelf Prospectus / Shelf Prospectus and relevant Tranche Prospectus, in connection with the “Issue” of the
Company, has been prepared by the Management of the Company, which we have initialed for identification
purposes. We are informed that such debentures raised in the Issue will be listed on the National Stock Exchange
of India Limited and the BSE Limited (the “Stock Exchanges”) and the Statement has been prepared by the
Company’s Management on such basis.

2. The contents of the enclosed Statement are based on information, explanations and representations obtained
from the Company and on the basis of our understanding of the business activities and operations of the
Company. We have relied upon the information and documents of the Company being true, correct and complete
and have not audited or tested them. Our view, under no circumstances, is to be considered as an audit opinion
under any regulation or law. No assurance is given that the revenue authorities/ courts will concur with the views
expressed herein. Our Firms or any of partners or affiliates, shall not be responsible for any loss, penalties,
surcharges, interest or additional tax or any tax or non-tax, monetary or non-monetary, effects or liabilities
(consequential, indirect, punitive or incidental) before any authority / otherwise within or outside India arising
from the supply of incorrect or incomplete information of the Company.

3. The benefits discussed in the enclosed Statement are neither exhaustive nor conclusive. This Statement is only
intended to provide general information to the debenture holders and is neither designed nor intended to be a
substitute for professional tax advice. In view of the individual nature of the tax consequences and the changing tax
laws, each debenture holder is advised to consult their own tax consultant with respect to the specific tax implications
arising out of their participation in the Issue. We are neither suggesting nor are we advising the debenture holders to
invest money based on this Statement.

We do not express any opinion or provide any assurance as to whether:

* the debenture holders will continue to obtain these benefits in similar manner in future;
« the conditions prescribed for availing the benefits have been / would be met with; and
* the revenue authorities/courts will concur with the views expressed herein.

We hereby give our consent to include the Statement in the Prospectus in connection with the Issue to be filed by the
Company with the Stock Exchanges, the Securities and Exchange Board of India, and the Registrar of Companies West
Bengal at Kolkata, and any other regulatory authority in relation to the Issue and such other documents as may be prepared
in connection with the Issue.

75



Limitations

Our views expressed in the Statement enclosed are based on the facts and assumptions indicated above. No assurance is
given that the revenue authorities/courts will concur with the views expressed herein. Our views are based on the existing
provisions of law and its reasonable interpretation, which are subject to change from time to time. We do not assume
responsibility to update the views consequent to such changes.

This Statement is addressed to you solely for the use of the Company in relation to the Issue and, except with our prior
written consent, is not to be transmitted or disclosed to or used or relied upon by any other person or used or relied upon
by you for any other purpose, save that you may disclose this Statement to the Registrar of Companies, West Bengal at
Kolkata, the Stock Exchanges and Securities Exchange Board of India on the basis that (i) the Lead Managers cannot
rely on this Statement, (ii) we do not assume any duty or liability to the Lead Managers (iii) the Lead Managers have no
recourse on us.

For M S K A & Associates
Chartered Accountants
Firm Registration No: 105047W

For Kalyaniwalla & Mistry LLP
Chartered Accountants
Firm Registration No: 104607W/W100166

Jiger Saiya

Partner

Membership No: 116349
UDIN: 22116349ASQEHS5836

Mumbai
September 16, 2022
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Partner
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UDIN: 22106548AS0ZJC2789

Mumbai

September 16, 2022



Annexure- |

ANNEXURE TO THE STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO L&T FINANCE
LIMITED (“THE COMPANY”) AND THE COMPANY’S DEBENTUREHOLDERS

The following tax benefits will be available to the debenture holders as per the existing provisions of law. The tax benefits
are given as per the prevailing tax laws on the provisions of the Income-tax Act, 1961(“Act”), as on date, taking into
account the amendments made by the Finance Act, 2022, and may vary from time to time in accordance with amendments
to the law or enactments thereto. The Debenture Holder is advised to consider the tax implications in respect of
subscription to the Debentures after consulting his tax advisor

This Annexure intends to provide general information on the applicable provisions of the Act. It is not exhaustive or
comprehensive and is not intended to be a substitute for professional advice. Several of these benefits are dependent on
the Company or its Debenture Holders fulfilling the conditions prescribed under the relevant provisions of the Act. In
view of the individual nature of the tax consequences and the changing tax laws, each investor is advised to consult his
or her own tax consultant with respect to the specific tax implications arising out of their participation in the Issue,
particularly in view of the fact that certain recently enacted legislation may not have a direct legal precedent or may have
a different interpretation on the benefits, which an investor can avail. Neither are we suggesting nor advising the investor
to invest money based on this Statement.

Under the Act

|I. Tax benefits available to Resident Debenture holders

A. In respect of Interest on Debentures (NCD)

1. Interest on NCD received by Debenture Holders would be subject to income tax at the normal rates of tax in
accordance with and subject to the provisions of the Act. Interest will be assessed to Income tax on receipt basis
or mercantile basis (accrual basis) depending on the method of accounting regularly employed by the NCD
holder under section 145 of the Act.

2. Interest income from NCD shall be chargeable to tax under the head “Income from Other Sources” in the hands
of investors after deduction of expenses, if any incurred, allowable under section 57 of the Act. If such NCDs
are held as stock-in-trade, such income shall be chargeable to tax under the head “Profits and Gains of business
or profession”.

3. Income Tax is deductible at source on interest on debentures held by resident Indians as per the provisions of
Section 193 of the Act where such interest exceeds INR 5,000. However, no income tax is deductible under
section 193 of the Act where such debentures are held in dematerialized form and is listed on a recognized stock
exchange. Accordingly, in the instance case, tax will not be withheld by the company from payment of interest
on NCD held by a person resident in India.

4. As already mentioned above, withholding tax is not applicable under section 193 of the Act, if the Debentures
are held in dematerialized form. However, after the issue of debentures, if any debenture holder converts the
NCD into physical form, withholding tax will be applicable. However, tax will be deducted at source at reduced
rate, or no tax will be deducted at source in the following cases:

a) When the Assessing Officer issues a certificate on an application by a Debenture Holder on satisfaction that
the total income of the Debenture holder justifies no/lower deduction of tax at source as per the provisions
of Section 197(1) of the Act; and that a valid certificate is filed with the Company before the prescribed date
of closure of books for payment of debenture interest;
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b)

i. When the resident Debenture Holder with Permanent Account Number (‘PAN”) (not being a company
or a firm) submits a declaration as per the provisions of section 197A(1A) of the Act in the prescribed
Form 15G verified in the prescribed manner to the effect that the tax on his estimated total income of the
financial year in which such income is to be included in computing his total income will be NIL.
However, under section 197A(1B) of the Act, Form 15G cannot be submitted nor considered for
exemption from tax deduction at source if the dividend income referred to in section 194, interest on
securities, interest, withdrawal from NSS and income from units of mutual fund or of Unit Trust of India
as the case may be or the aggregate of the amounts of such incomes credited or paid or likely to be
credited or paid during the financial year in which such income is to be included exceeds the maximum
amount which is not chargeable to income tax.

ii. Senior citizens, who are 60 or more years of age at any time during the financial year, enjoy the special
privilege to submit a self-declaration in the prescribed Form 15H for non-deduction of tax at source in
accordance with the provisions of section 197A(1C) of the Act even if the aggregate income credited or
paid or likely to be credited or paid exceeds the maximum amount not chargeable to tax, provided that
the tax due on the estimated total income of the year concerned will be NIL.

iii. In all other situations, tax would be deducted at source as per prevailing provisions of the Act. Form
No0.15G with PAN / Form No.15H with PAN / Certificate issued u/s 197(1) has to be filed with the
Company before the prescribed date of closure of books for payment of debenture interest without any
withholding tax.

B. In respect of Capital Gains

1. Long-Term Capital Gains

Under section 2(29AA) read with section 2(42A) of the Act, Listed Debentures held as Capital Asset as defined
under section 2(14) of the Act is treated as long term capital asset if it is held for more than 12 Months. Whereas
such listed Debentures held for a period of 12 Months or less will be treated as short term capital asset.

Long Term Capital Gain will be chargeable to tax under section 112 of the Act. at the rate of 20% (plus applicable
surcharge and education cess). However, no indexation benefit is available for debentures as per fourth proviso to
section 48 of the Act. Hence, in the case of listed debentures, tax payable is only 10% (plus applicable surcharge
and education cess) as per first proviso to section 112(1) of the Act,. Accordingly, the tax payable on long term
capital gains on transfer of listed NCD will be 10% (plus applicable surcharge and education cess) and the capital
gains have to be computed without indexation.

In case of an individual or HUF, being a resident, where the total income as reduced by such long-term capital
gains is below the maximum amount which is not chargeable to income-tax, then, such long-term capital gains
shall be reduced by the amount by which the total income as so reduced falls short of the maximum amount which
is not chargeable to income-tax and the tax on the balance of such long-term capital gains shall be computed at
the rate mentioned above.

2. Short-Term Capital Gains
Listed Debentures held as capital asset under section 2(14) of the Act for a period of not more than 12 months
would be treated as Short-term capital asset under Section 2(42A) of the Act. Short Term Capital Gains on transfer

of NCD will be taxable at applicable rates in accordance with the provisions of the Act. The provisions relating
to maximum amount not chargeable to tax would apply to short term capital gains.

3. Capital Loss on transfer of Debentures
Section 70 of the Act deals with set-off of losses from one source against income from another

source under the same head of income. Capital gains constitute a head of income under the
Act.
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As per section 70 of the Act, short-term capital losses are eligible for set-off against both
short-term capital gains and long-term capital gains. However, long-term capital losses are
eligible for set-off only against long-term capital gains.

Section 74 of the Act permits a taxpayer to carry forward capital losses, if any, to be
set-off against capital gains earned in 8 subsequent years. The mode of set-off is same as
provided in Sec. 70 and discussed above.

The provisions of the Act state that where a taxpayer wishes to carry forward capital losses
for offset against capital gains, it is required to make a claim for the same in its ROI. Further,
the ROI is required to be filed by the due date prescribed under the Act, in order to be able to
carry forward such losses and offset the same against future year’s gains.

C. In respect of Business Income

1.

In case the Debentures are held as stock in trade by the debenture holder, the income/loss from transfer of debentures
would be taxed as “Profits and Gains of business or profession” Such income is to be computed in accordance with
the “Income Computation and Disclosure Standard VIII — Securities” which deals with securities held as stock-in
trade, notified by the Ministry of Finance, Government of India under Section 145(2) of the Act. Where debentures
are held as stock in trade and unpaid interest has accrued before acquisition of Debentures and is included in the price
paid for the Debentures, subsequent receipt of interest is to be allocated between pre-acquisition and post-acquisition
periods, the pre-acquisition portion of the interest is reduced from the actual cost and is to be treated as interest. In
the case of Debentures held by Scheduled Bank and Public Financial Institutions, income is to be recognized in
accordance with the guidelines issued by the Reserve Bank of India in this regard.

Tax benefits available to the Non-resident Debenture holders)

A ‘Non — Resident Indian’ has an option to be governed by Chapter XII — A of the Act, subject to the provisions
contained therein which are given in brief as under:

a. Under 115C(e) of the Act, the term "non-resident Indian" means an individual, being a citizen of India or a
person of Indian origin who is not a "resident”. A person shall be deemed to be of Indian origin if he, or either
of his parents or any of his grandparents, was born in undivided India.

b. As per section 115E of the Act, interest income from debentures acquired or purchased with or subscribed to in
convertible foreign exchange will be taxable at 20%, whereas long term capital gains on transfer of such
Debentures will be taxable at 10% of such capital gains without indexation benefit. Short-term capital gains will
be taxable at applicable rates in accordance with the provisions of the Act.

c. As per section 115F of the Act, long-term capital gains arising to a non-resident Indian from transfer of
debentures acquired or purchased with or subscribed to in convertible foreign exchange will be exempt from
Capital Gains tax if the net consideration is invested within six months after the date of transfer of the debentures
in any specified assets or any saving certificates referred to in section 10(4B) of the Act, in accordance with and
subject to the provisions contained therein. The exemption would be from whole of capital gain if the cost of
the new capital asset is not less than the net consideration in respect of the original asset and on a proportionate
basis if the cost of the new asset is less than the net consideration in respect of the original asset.

d. As per section 115G of the Act, it shall not be necessary for a non-resident Indian to file a return of income
under Section 139(1) of the Act, if his total income consists only of investment income as defined under section
115C of the Act and/or long term capital gains earned on transfer of such investment acquired out of convertible
foreign exchange, and the tax has been deducted at source from such income under the provisions of Chapter
XVII- B of the Act in accordance with and subject to the provisions contained therein.

e. As per section 115H of the Act, where a non-resident Indian becomes a resident in India in any subsequent year,
he may furnish to the Assessing Officer a declaration in writing along with return of income under Section 139
of the Act for the assessment year for which he is assessable as a resident, to the effect that the provisions of
Chapter XII — A shall continue to apply to him in relation to the investment income (other than on shares in an
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Indian Company) derived from any foreign exchange assets in accordance with and subject to the provisions
contained therein. On doing so, the provisions of Chapter XII — A shall continue to apply to him in relation to
such income for that assessment year and for every subsequent assessment year until the transfer or conversion
(otherwise than by transfer) into money of such assets.

f.  As per Section 115D (1) of the Act, no deduction in respect of any expenditure or allowance shall be allowed
under any provisions of the Act in the computation of income of a non-resident Indian under Chapter XII — A
of the Act.

g. Inaccordance with and subject to the provisions of Section 115-1 of the Act, a Non-Resident Indian may opt not
to be governed by the provisions of Chapter XII — A of the 1.T. Act. In such case,

e Long Term capital gains on transfer of listed debentures, where debentures are held for a period of more
than 12 months preceding the date of transfer would be subject to tax at the rate of 10% computed without
indexation.

e Interest income and Short — term capital gains on the transfer of listed debentures, where debentures are
held for a period of not more than 12 months preceding the date of transfer, would be taxable applicable
rates in accordance with the provisions of the Act.

e Where debentures are held as stock in trade, the income on transfer of debentures would be chargeable to
tax as “Profits & Gains of business & profession in accordance with and subject to the provisions of the
Act.

The provisions of section 195(1) of the Act mandate that taxes are required- to be withheld by any person on payment
to a non-resident of any interest or any sum chargeable to tax under the provisions of the Act. The applicable rate of
withholding under section 195 read with 115E of the Act is as follows:

Particulars Listed/ unlisted debt securities
Interest Income 20%*

Long term capital gain 10%*

Short term capital gain Applicable rates*

* The tax required to be deducted shall be increased by applicable surcharge & health & education cess.

Interest payable to non-resident (other than FPI) would be subject to withholding of tax at the rate of 30% / 40% as
per the provisions of section 195 of the Act subject to relief under the relevant DTAA depending upon the status of
the non-resident.

Section 90 of the Act provides that where an agreement for the avoidance of double taxation (DTAA) has been
executed between the Government of India and the Government of any other country, the provisions of the Act will
apply to the extent they are more beneficial to the taxpayer.

Section 90(4) of the Act provides that a taxpayer, not being a resident, to whom a DTAA applies, shall not be
entitled to claim any relief under such DTAA unless a certificate of it being a resident in a country outside India is
obtained by it from the Government of that country.

Further, section 90(5) of the Act, provides that a taxpayer to whom a DTAA applies, as referred to in section 90(4)
of the Act, shall provide such other documents and information, as may be prescribed. A taxpayer would be required
to furnish Form No 10F, where the required information is not explicitly mentioned in the aforementioned certificate
of residency and the taxpayer is required to keep and maintain such documents as are necessary to substantiate the
information provided.

Section  90(2A) of the Act provides that notwithstanding  anything  contained in
section 90(2) of the Act, the provisions of Chapter X-A shall apply to the taxpayer, even if such provisions are not
beneficial to the taxpayer.

Claiming of beneficial tax rate under the DTAA could also be subject to General Anti-Avoidance Rule. Chapter X-
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A of the Act, effective from 1 April 2017, allows the Indian Revenue authorities to declare an arrangement entered
into by a taxpayer as an impermissible avoidance arrangement, subject to specified terms and conditions therein and
determine tax consequences as appropriate, including denial of tax benefits as per the provisions of a DTAA.

Further, Rule 10U of the Income-tax Rules, 1962 (Rules) provides that the provisions of Chapter X-A of the Act
shall not apply to inter-alia income accruing or arising to, or deemed to accrue or arise to, or received or deemed to
be received by, any person from transfer of investments made before 1 April 2017 by such person.

(Note: - Vide Notification No. 03/2022 dated July 16, 2022 issued by CBDT, non-resident tax payer is required to
electronically furnish specific information in specified form i.e. Form 10F to avail DTAA benefits.)

4. Section 70 of the Act deals with set-off of losses from one source against income from another source under the
same head of income. Capital gains constitute a head of income under the Act.

As per section 70 of the Act, short-term capital losses are eligible for set-off against both
short-term capital gains and long-term capital gains. However, long-term capital losses are eligible for set-off only against
long-term capital gains.

Section 74 of the Act permits a taxpayer to carry forward capital losses, if any, to be
set-off against capital gains earned in 8 subsequent years. The mode of set-off is same as provided in Sec. 70 and discussed
above.

The provisions of the Act state that where a taxpayer wishes to carry forward capital losses for offset against
capital gains, it is required to make a claim for the same in its ROI. Further, the ROI is required to be filed by the due
date prescribed under the Act, in order to be able to carry forward such losses and offset the same against future year’s
gains.

5.  Where the withholding is done as per the rate of tax provided under the relevant DTAA, the said rate shall not be
required to be increased by surcharge and health and education cess.

6. Alternatively, to avail non deduction or lower deduction of tax at source, as the case may be, the Debenture Holder
should furnish a certificate under Section 195(3) and 197 of the Act, from the Assessing Officer before the prescribed
date of closure of books for payment of debenture interest.

7. Incase the Debentures are held as stock in trade by the debenture holder, the income/loss from transfer of debentures
would be taxed as “Profits and Gains of business or profession”. Such income is to be computed in accordance with
the Income Computation and Disclosure Standard VI which deals with securities held as stock-in trade, notified by
the Ministry of Finance, Government of India under Section 145(2) of the Act. Where debentures are held as stock
in trade and unpaid interest has accrued before acquisition of Debentures and is included in the price paid for the
Debentures, subsequent receipt of interest is to be allocated between pre-acquisition and post-acquisition periods,
the pre-acquisition portion of the interest is reduced from the actual cost and is to be treated as interest. In the case
of Debentures held by Scheduled Bank and Public Financial Institutions, income is to be recognized in accordance
with the guidelines issued by the Reserve Bank of India in this regard.

8. As per section 56(2)(x) of the Act, except in cases which are specifically exempted under this clause (such as gift
received from relative as defined under the section), where the debentures are received without consideration where
the aggregate market value of all gifts received exceeds Rs. 50,000 the aggregate market value of the debentures
shall be taxable as income in the hands of the recipient. Similarly, if debentures are received for inadequate
consideration, the shortfall in the consideration will be treated as income of the recipient subject to the provisions
contained in section 56(2)(x) of the Act.
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Tax benefits available to the Foreign Institutional Investors/ Foreign Portfolio Investors (FlIs/FPIs)

1. The Finance Act, 2014, amended the definition of ‘capital asset’ to include any securities held by an FPI in
accordance with the regulations made under the Securities and Exchange Board of India Act, 1992. By virtue
of such amendment, any income arising to an FPI from transfer of securities would be characterized as capital
gains. This would, inter-alia, include income arising from equity shares, debt securities and exchange traded
derivatives.

2. The CBDT has issued a Notification No. 9 dated 22 January 2014 which provides that Foreign Portfolio
Investors (FPI) registered under SEBI (Foreign Portfolio Investors) Regulations, 2014 shall be treated as F1I for
the purpose of Section 115AD of the Act. Further, the SEBI (Foreign Portfolio Investors) Regulations, 2014 has
been replaced by the SEBI (Foreign Portfolio Investors) Regulations, 2019.

3. The taxation of income earned by FPIs is prescribed under section 115AD of the Act and covers the taxation of
the following types of income:

e Gain/ loss on transfer of securities
e Income from securities in the nature of dividends or interest
e  Other income in respect of securities

Taxation of income earned on debt securities is governed by the provisions of section 112 of the Act read with
section 115AD of the Act.

4. We have provided below the applicable tax rate under the provisions of the Act on transfer of debt securities:

Particulars STCG LTCG*
Listed/ unlisted debt securities 30%** 10%**

*An FPI cannot claim the benefit of cost of inflation indexation available on transfer of long-term capital assets.
**The tax required to be deducted shall be increased by applicable surcharge & health & education cess.

5. Interest on NCD may be eligible for concessional tax rate of 5% (plus applicable surcharge and health and
education cess) for interest referred under Section 194LD of the Act.

6. Further, in case where section 194LD of the Act is not applicable, the interest income earned by FllIs/FPls should
be chargeable to tax at the rate of 20% under section 115AD of the Act. In such case, taxes shall be deducted
under section 196D of the Act on such income at 20%. Where DTAA is applicable to the payee, the rate of tax
deduction shall be lower of rate as per DTAA or 20%, subject to the conditions prescribed therein.

7. Section 194LD in the Act provides for lower rate of withholding tax at the rate of 5% on payment by way of
interest paid by an Indian Company to Flls and Qualified Foreign Investor in respect of rupee denominated bond
of an Indian Company between June 1, 2013 and July 1, 2023 provided such rate does not exceed the rate as
may be notified by the Government.

8. Where the withholding is done as per the rate of tax provided under the relevant DTAA, the said rate shall not
be required to be increased by surcharge and health and education cess.

9. In accordance with and subject to the provisions of Section 196D(2) of the Act, no deduction of tax at source is

applicable in respect of capital gains arising on the transfer of debentures by Flls referred to in section 115AD
of the Act.
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1V. Tax benefits available to the To Mutual Funds

All mutual funds registered under Securities and Exchange Board of India or set up by public sector banks or public
financial institutions or authorized by the Reserve Bank of India are exempt from tax on all their income, including
income from investment in Debentures under the provisions of Section 10(23D) of the Act in accordance with the
provisions contained therein. Further, as per the provisions of section 196 of the Act, no deduction of tax shall be
made by any person from any sums payable to mutual funds specified under Section 10(23D) of the Act, where such
sum is payable to it by way of interest or dividend in respect of any securities or shares owned by it or in which it has
full beneficial interest, or any other income accruing or arising to it.

V. Tax benefits available to Specified Funds (“Specified Fund” as defined under section 10(4D) of the Act)

Section 10(4D) of the Act provides tax exemption in relation to any income accrued/ arisen/ received by a Specified
Fund from specified sources to the extent such income is attributable to the units held by the non-residents.

For the purpose of said section a Specified Fund means a fund established or incorporated in India in the form of a
trust or a company or a limited liability partnership or a body corporate, located in the IFSC, which has been granted
registration as a Category Il AIF under the SEBI AIF regulations or International Financial Services Centres
Authority Act, 2019 (“IFSCA Act”) of which all the units other than unit held by a sponsor or manager are held by
‘non-resident or’. Finance Act 2022, substituted the term ‘non-resident or’ as follows:

"non-resident provided that the condition specified in this item shall not apply where any unit holder or holders, being
non-resident during the previous year when such unit or units were issued, becomes resident under clause (1) or clause
(1A) of section 6 in any previous year subsequent to that year, if the aggregate value and number of the units held by
such resident unit holder or holders do not exceed five per cent of the total units issued and fulfil such other conditions
as may be prescribed; or"

Further, vide notification 64/2022 dated 16 June 2022, CBDT notified other conditions for Specified Fund in relation
to the section 10(4D) of the Act by inserting Rule 21AIA as follows:

(a) the unit holder of the specified fund, other than the sponsor or manager of such fund, who becomes a resident
under clause (1) or clause (1A) of section 6 of the Act during any previous year subsequent to the previous year in
which such unit or units were issued, shall cease to be a unit holder of such specified fund within a period of three
months from the end of the previous year in which he becomes a resident;

The income of Specified Funds is taxable for the year beginning April 1, 2020, to the extent attributable to units held
by Non-Resident (not being a permanent establishment of a non-resident in India), and in accordance with and subject
to the provisions of section 115AD of the Act, as under:

a. The interest income earned are chargeable to tax at the rate of 10%

b. Long term capital gains on transfer of debentures to the specified extent are taxable at 10% (benefit of provisions
of the first proviso of section 48 of the Act will not apply); and

c. Short-term capital gains are taxable at 30%.
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Further, where any income in respect of NCD is payable to Specified Funds, tax shall be deducted at the rate of 10%
on the income other than income by way of interest referred to in section 194LD with effect from November 1, 2020
as per Section 196D of the Act.

The income tax deducted shall be increased by applicable surcharge and health and education cess.

Exemption under Section 54F & 54EE of the Act

As per provisions of section 54F of the Act, any long-term capital gains on transfer of a long term capital asset (not
being residential house) arising to a debenture holders who is an individual or Hindu Undivided Family, is exempt
from tax if the entire net sales consideration is utilized, within a period of one year before, or two years after the date
of transfer, in purchase of a new residential house, or for construction of residential house within three years from
the date of transfer. If part of such net sales consideration is invested within the prescribed period in a residential
house, then such gains would be chargeable to tax on a proportionate basis.

This exemption is available, subject to the condition that the debenture holder does not own more than one residential
house at the time of such transfer. If the residential house in which the investment has been made is transferred
within a period of three years from the date of its purchase or construction, the amount of capital gains exemption
claimed earlier would become chargeable to tax as long-term capital gains in the year in which such residential
house is transferred. Similarly, if the debenture holder purchases within a period of two years or constructs within a
period of three years after the date of transfer of capital asset, another residential house (other than the new residential
house referred above), then the original exemption will be taxed as capital gains in the year in which the additional
residential house is acquired.

Under section 54EE of the Act, long term capital gains arising to the Debenture Holder(s) on transfer of debentures
in the company shall not be chargeable to tax to the extent such capital gains are invested in long term specified asset
(a unit or units issued before 01.04.2019) as notified by Central Government within six months after the date of
transfer. If only part of the capital gain is so invested, the exemption shall be proportionately reduced. However, if
the said notified bonds are transferred or converted into money within a period of three years from their date of
acquisition, the amount of capital gains exemption claimed earlier as would become chargeable to tax as long-term
capital gains in the year in which the bonds are transferred or converted into money. However, the exemption is
subject to a limit of investment of INR 50 lacs during any financial year in the notified bonds. Where the benefit of
Section 54EE of the Act has been availed of on investments in the notified bonds, a deduction from the income with
reference to such cost shall not be allowed under section 80C of the Act.

As per provisions of section 54EE of the Act, capital gain on the transfer of a long-term capital asset, arising to a
debenture holder is exempt from tax, if the assessee / debenture holder invested the whole or any part of capital gains
in the long-term specified asset at any time within a period of six months. If the cost of the long-term specified asset
is less than the capital gain arising from the transfer of the original asset, then such gains would be chargeable to tax
on a proportionate basis. This exemption is available, subject to the condition that the investment in the long-term
specified asset by an assessee during any financial year does not exceed fifty lakh rupees: If the long term specified
asset in which the investment has been made is transferred within a period of three years from the date of its
acquisition, the amount of capital gains tax claimed earlier would became chargeable to tax as capital gains in the
year in which such long term specified asset is transferred. Specified Asset means a unit or units, issued before the
1st day of April, 2019, of such fund as may be notified by the Central Government in this behalf.

V1. General Anti-Avoidance Rule (‘GAAR)

In terms of Chapter XA of the Act, General Anti-Avoidance Rule may be invoked notwithstanding anything
contained in the Act. By this Rule, any arrangement entered into by an assessee may be declared to be impermissible
avoidance arrangement as defined in that Chapter and the consequence would be interalia denial of tax benefit. The
GAAR provisions can be said to be not applicable in certain circumstances viz. the main purpose of arrangement is
not to obtain a tax benefit etc. including circumstances enumerated in CBDT Notification No. 75/2013 dated
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September 23, 2013. The provisions of GAAR came into effect from April 01, 2017.

VIII. Multilateral Convention to implement Tax Treaty related measures to prevent Base Erosion and Profit Shifting
(GGMLIﬂ’)

The Organisation of Economic Co-operation and Development (“OECD”) released the MLI. The MLI, amongst
others, includes a "principal purpose test", wherein DTAA benefits can be denied if one of the principal purpose of
an arrangement or a transaction was to, directly or indirectly, obtain tax benefit. India has been an active participant
in the entire discussion and its involvement in the BEPS project has been intensive. In a ceremony held in Paris on
7 June 2017, various countries including India, signed the MLI.

On 25 June, 2019, India has deposited the Instrument of Ratification to OECD, Paris along with its Final Position
in terms of Covered Tax Agreements (CTAs), Reservations, Options and Notifications under the ML, as a result
of which MLI will enter into force for India on 1st day of October, 2019 and its provisions will have effect on
India’s DTAAs from FY 2020-21 onwards.

I’X. Requirement to furnish PAN/filing of returns under the Act

1. Section 139A(5A) of the Act:

Section 139A (5A) requires every person from whom income tax has been deducted at source under chapter XVII —
B of the Act to furnish his PAN to the person responsible for deduction of tax at source.

2. Section 206AA of the Act:

a. Section 206AA of the Act requires every person entitled to receive any sum, on which tax is deductible under
Chapter XVIIB (‘deductee’) to furnish his PAN to the deductor, failing which tax shall be deducted at the higher
of the following rates:

- at the rate specified in the relevant provision of the Act; or
- atthe rate or rates in force; or
- atthe rate of twenty per cent.

b. A declaration under Section 197A (1) or 197A (1A) or 197A (1C) of the Act, shall not be valid unless the person
furnishes his PAN in such declaration and the deductor is required to deduct tax as per Para (a) above in such a
case.

c. Where awrong PAN is provided, it will be regarded as non-furnishing of PAN and Para (a) above will apply.

d. As per Rule 37BC the Rules, the higher rate under section 206 AA shall not apply to a non-resident, not being a
company, or to a foreign company, in respect of payment of interest, if the non-resident deductee furnishes the
prescribed details inter-alia, Tax Residency Certificate (‘TRC’) and Tax Identification Number (TIN).

3. Section 206AB of the Act:
Further, Vide Finance Act 2021, tax is required to be deducted by the payer at the higher rate under section 206 AB of
the Act (effective from 1 July 2021) which is further amended by Finance Act 2022, in instances where the person
entitled to receive the sum of money:

1. has not filed the return of income for the assessment year relevant to the previous year immediately preceding
the financial year in which tax is required to be deducted,

2. has an aggregate of tax deducted at source and tax collected at source of INR 50,000 or more in the said pervious
year; and
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3. for whom the time limit of filing return of income under section 139(1) of the Act has expired.
It is clarified that these provisions shall not apply to

1. non-residents who do not have a permanent establishment in India (i.e. a fixed place of business in India through
which the business of the enterprise is wholly or partly carried on)

2. taxes deducted at source pursuant to Sections 192, 192A, 194B, 194BB, 194LBC or 194N of Act.

In the event that a tax payer qualifies as a Specified Person under section 206AB of the Act, tax is proposed to be
withheld at the higher of the following rates:

1. attwice the rate specified in the relevant provision of Act; or
2. attwice the rate or rates in force; or

3. atthe rate of 5 percent

4. Section 206C(1H) of the Act - Tax collected at source (“TCS”) by seller of goods

The Finance Act, 2020 had made certain amendments in TCS provisions which mandates that with effect from 1
October 2020, seller of goods shall collect tax @ 0.1% as TCS if the receipt of sale consideration from a buyer exceeds
INR 50 lakhs in the financial year. Further, it has been provided that the Seller would be required to collect such tax
only if his total sales, gross receipts or turnover from his business exceeds INR 10 crore during the financial year
immediately preceding the financial year in which the sale of goods is carried out.

The CBDT has issued a circular® clarifying that the above provision shall not apply to transactions in shares and
commodities transacted through recognised stock exchanges/ recognised clearing corporations, including those
located in International Financial Service Centres. The circular is silent regarding other shares and securities. It is
possible that the TCS provisions may be held to be applicable in case of such other shares and securities.

5. Section 194Q of the Act — Withholding tax deduction on Purchase of goods:

The Finance Act, 2021 has introduced a new section 194Q under the Act to provide that, with effect from 1 July 2021,
buyer of goods shall deduct tax @ 0.1% as TDS at the time of credit or payment to the resident seller, whichever is
earlier, if the purchase of any goods from such resident seller exceeds INR 50 lakhs in the financial year. Further, it
has been provided that the buyer would be required to deduct such tax only if his total sales, gross receipts or turnover
from his business exceeds INR 10 crore during the financial year immediately preceding the financial year in which
the purchase of goods is carried out.

The provision of section 194Q should not be applicable where TDS or TCS (other than section 206C(1H) of the Act)
is required under the provisions of the Act. Further, where the deductee i.e., Seller fails to furnish the PAN to the
buyer, tax shall be deducted at the higher of the following rates namely, at the rate specified in the relevant provision
of the Act; or at the rate or rates in force; or at the rate of five per cent. Where, Section 194Q is not applicable
provisions of section 206C(1H) discussed above will need to be evaluated. Clarification with respect to interplay of
section 194Q of the Act and section 206C(1H) has been issued by CBDT vide notification (F. No. 370142/26/2021-
TPL) dated June 30, 2021.

6. Section 194R of the Act - TDS on Benefit or Perquisites (applicable w.e.f 1% July, 2022)

The Finance Act 2022 introduced section 194R, which states that, any person responsible for providing to a resident,
any benefit or perquisite whether convertible into money or not arising from business or profession, shall, ensure that
tax has been deducted in respect of such benefit or perquisite at the rate of ten per cent of the value or aggregate of
value of such benefit or perquisite. TDS is applicable only if the value of the benefit or perquisite provided during the
financial year exceeds Rs. 20,000/-

CBDT vide circular 12/2022 (dated 16 June 2022) and 18/2022 (dated 13 September 2022) issued guidelines to
provide clarifications for removal of difficulties with respect to section 194R of the Act.

L Circular No. 17/ 2020 dated 29 September 2020.
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Taxability of Gifts received for nil or inadequate consideration

As per section 56(2)(x) of the Act, where any person receives debentures from any person on or after 1st April, 2017:
a. without consideration, aggregate fair market value of which exceeds fifty thousand rupees, then the whole of the
aggregate fair market value of such debentures or;

b. for a consideration which is less than the aggregate fair market value of the debenture by an amount exceeding fifty
thousand rupees, then the aggregate fair market value of such debentures as exceeds such consideration shall be
taxable as the income of the recipient at applicable rate in accordance with the provisions of the Act.

The above is subject to few exceptions as stated in section 56(2)(x) of the Act.

Notes forming part of Statement of Tax Benefits

1.

The above Statement sets out the provisions of law in a summary manner only and is not a complete analysis or
listing of all potential tax consequences of the purchase, ownership and disposal of debenture/bonds.

The above statement covers only certain relevant benefits under the provisions of the Act and does not cover
benefits under any other law.

The above statement of possible tax benefits is as per the current direct tax laws relevant for the Assessment
Year 2023-2024 (Financial Year 2022-23) and taking into account the amendments made by the Finance Act,
2022.

This statement is intended only to provide general information to the Debenture Holders and is neither designed
nor intended to be a substitute for professional tax advice. In view of the individual nature of tax consequences,
each debenture Holder is advised to consult his/her/its own tax advisor with respect to specific consequences of
his/her/its holding in the debentures of the Company.

Several of the above tax benefits are dependent on the debenture holders fulfilling the conditions prescribed
under the relevant tax laws and subject to Chapter X and Chapter XA of the Act.

The stated benefits will be available only to the sole/ first named holder in case the debenture is held by joint
holders.

In respect of non-residents, the tax rates and consequent taxation mentioned above will be further subject to any
benefits available under the relevant tax treaty, if any, between India and the country in which the non-resident
has fiscal domicile.

In respect of non-residents, taxes paid in India could be claimed as a credit in accordance with the provisions of
the relevant tax treaty and applicable domestic tax law.

No assurance is given that the revenue authorities/ courts will concur with the views expressed herein. Our views
are based on the existing provisions of law and its interpretation, which are subject to changes from time to time.
We do not assume responsibility to update the views consequent to such changes. We shall not be liable to any
claims, liabilities or expenses relating to this assignment except to the extent of fees relating to this assignment,
as finally judicially determined to have resulted primarily from bad faith or intentional misconduct. We will not
be liable to any other person in respect of this statement.
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SECTION IV - ABOUT OUR COMPANY
INDUSTRY OVERVIEW

The information under this section has been derived from the industry report titled “NBFC Report 2021 (June, 2022
update) prepared by CRISIL Research, report titled “Macro-Economic Overview” released by CRISIL Research as
published in September 2022 and RBI bulletin August 2022, Volume LXXVI Number 8 in an “as is where is basis” and
the information in this section has not been independently verified by the Company, the Lead Managers, our Legal
advisors or any of their respective affiliates or advisors. The information may not be consistent with other information
compiled by third parties within or outside India. Industry sources and publications generally state that the information
contained therein has been obtained from sources they believe to be reliable, but their accuracy, completeness and
underlying assumptions are not guaranteed and their reliability cannot be assured. Industry and government publications
are also prepared based on information as of specific dates and may no longer be current or reflect current trends.
Industry and government sources and publications may also base their information on estimates, forecasts and
assumptions which may prove to be incorrect. Accordingly, investment decisions should not be based on such
information. Figures used in this section are presented as in the original sources and have not been adjusted, restated
or rounded off for presentation in this Draft Shelf Prospectus.

Overview of Global Economy:

Global growth prospects have turned gloomier over the month. Easing of supply chain pressures and the recent ebbing
of commodity prices are providing some breather from record high inflation. In India, supply conditions are improving,
with the recent monsoon pick-up, strong momentum in manufacturing and a rebound in services. The onset of festival
season should boost consumer demand, including rural, also as sowing activity picks up. Robust central government
capital outlays are supporting investment activity. Inflation has edged down, but its persistence at elevated levels warrants
appropriate policy responses to anchor expectations going forward.

The pace of global growth has tapered off in recent months amidst volatile financial conditions and persisting uncertainty
surrounding the geo-political situation. Heightened recession risks are shadowing aggressive and synchronized monetary
tightening across jurisdictions. In its July 2022 update of the World Economic Outlook (WEO), the International
Monetary Fund (IMF) revised down its global growth projection by 40 basis points (bps) for 2022 and by 70 bps for 2023
to 3.2 per cent and 2.9 per cent, respectively. In a downside scenario characterized by a drastic fall in energy imports
from Russia, elevated and persistent inflation expectations and tighter financial markets conditions, global growth may
fall further to about 2.6 per cent and 2.0 per cent in 2022 and 2023 respectively7 (Table 1).

(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

The updated nowcasts of global GDP for Q2:2022 point to global growth momentum entering the contractionary zone.
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This is also reflected in the movement of high frequency indicators.

(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

In spite of the moderation in commodity prices and supply chain pressures, the globalisation of inflation and its
persistence remains the major fault line in the evolving global outlook. In July 2022, the IMF revised up its inflation
projection by 0.9 percentage points for AEs to 6.6 per cent and by 0.8 percentage points for emerging market and
developing economies (EMDEs) to 9.5 per cent (relative to projections in the April 2022 WEO), driven by food and
energy prices as well as supply-demand imbalances.

(Source: RBI bulletin August 2022, Volume LXXVI Number 8)
Overview of the Indian economy:

The Indian economy has naturally been impacted by the global economic situation. We have been grappling with the
problem of high inflation. Financial markets have remained uneasy despite intermittent corrections. Nevertheless, with
strong and resilient fundamentals, India is expected to be amongst the fastest growing economies during 2022-23
according to the IMF, with signs of inflation moderating over the course of the year. Export of goods and services together
with remittances are expected to keep the current account deficit within sustainable limits. The decline in external debt
to GDP ratio, net international investment position to GDP ratio and debt service ratio during 2021-22 impart resilience
against external shocks.
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Domestic economic activity is exhibiting signs of broadening. The south-west monsoon rainfall and reservoir levels are
above normal; kharif sowing is progressing well, although it is marginally below last year’s level due to uneven rainfall
distribution. On the demand side, indicators such as production of consumer durables, domestic air passenger traffic and
sale of passenger vehicles suggest improvement in urban demand. Rural demand indicators, however, exhibited mixed
signals — while two-wheeler sales increased, tractor sales contracted in June over a high base though.

For the year 2022, the International Monetary Fund (IMF) projects global growth at 3.2 per cent in 2022, lower than 6.1
per cent in 2021. India is projected to grow by 7.4 per cent in 2022. In spite of the pandemic and the war in Europe, India
is going to contribute about 14 per cent of global growth. In fact, India is likely to be the second most important driver
of global growth in 2022 after China.

Currently, India is the third largest economy in the world in terms of purchasing power parity (PPP) terms, with a share
of 7 per cent of global GDP [after China (18 per cent) and the US (16 per cent)].

The OECD’s 2021 calculations indicate that the Indian economy will be overtake the US by 2048. This would make
India the largest economy in the world after China.

Chart 1: Evolution of India's GDP Growth
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(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

(Source: RBI bulletin August 2022, Volume LXXVI Number 8)

Information given hereinafter is derived from the industry report titled “Macro-Economic Overview” released by
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CRISIL Research as published in September 2022 in an “as is where is basis”.

Macroeconomic outlook —

Macro FY21 | FY22 | FY23P Rationale for outlook
variable

Real GDP -6.6 8.7 7.3 Downside risks to GDP growth have risen on account of surging

(%, y-0-y) commaodity prices and global supply disruptions. That said, growth will
receive support from improving growth in contact-based services and
pickup in investments.

Consumer 6.2 55 6.8 CPl inflation is expected to rise to 6.8%, on average, this fiscal compared

price index- with 5.5% in the previous year. Inflationary pressures are rising and

linked (CPI) becoming broad-based, driven by elevated commodity prices and

inflation persistent supply shocks

(%, y-0-y) A wide-ranging surge in prices of food, energy and industrial commodities
has raised cost pressures for Indian producers further, marking the second
year of elevated input costs. Producers will try to pass on these cost
pressures to consumers, which will raise core inflation

Current 0.9 -1.2 -3.0 |India’s trade and current account deficit are expected to widen in fiscal

account 2023 as imports of crude and commaodities remain sticky, exports slow in

balance/ response to slowing global growth and import prices rise faster than export

GDP (%) prices
Surging international commodity prices, in particular crude oil, will push
up import vis-a-vis the export growth on account of impact in global
growth

Rs/$. 72.8 76.2 78.0 | The rupee is likely to depreciate further due to higher energy prices,
widening current account deficit, and rate hikes by the United States Fed
resulting in capital outflow. However, with the Reserve Bank of India’s
intervention in the forex markets assisting in managing volatility, a sharp
depreciation in the rupee may be avoided though it could face volatility in
the near term so long as geopolitical tensions persist

Note: P — Projected
Source: RBI, NSO, And CRISIL Research

Indigenous advantages to result in stronger economic growth rate in the longer term

India has the second-largest population in the world

As per Census 2011, India’s population was 1.2 billion, comprising nearly 246 million households. The population
increased by more than 181 million during 2001-2011 and is expected to increase to 1.45 billion by 2025.

India’s population growth trajectory

(billion)
1.38 1.45
0.87 1.05 1.14 1.23 1.31
o o o o n o 0 o ©
3 S 3 3 S = i SO Np
[o)] [o)] (o] o o o a3 y 8
- — — N ~ ~ Q IS Q

Source: United Nations Department of Economic and Social affairs, CRISIL Research

Favourable demographics:
India is also one of the nations with the highest young population, with a median age of 28 years. About 90% of Indians
are aged below 60 years. CRISIL Research estimates that 63% of this population is aged between 15 and 59 years. We

expect that the existence of a large share of working population, coupled with rapid urbanisation and rising affluence,
will propel growth of the Indian financial services sector.
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Rise in urbanisation:

Urbanisation is a key growth driver for India, as it leads to faster infrastructure development, job creation, development
of modern consumer services and the city’s ability to mobilise savings. The share of urban population in total population
has been consistently rising over years and is expected to reach 35% by 2021 from 31% in 2011, spurring more demand.

Urban consumption in India has shown signs of improvement and given India’s favourable demographics coupled with
rising disposable incomes, the trend is likely to continue and drive economic growth for the country.

Urbanisation in India:
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Source: United Nations Department of Economic and Social affairs, IMF
Overview on NBFC sector -

Inflation surprised on the upside and so did the Reserve Bank of India (RBI) with its mid-cycle rate hike of 40 basis
points (bps) in May 2022 and 50 bps each in June & August 2022. The rate hike by RBI was not telegraphed but became
unavoidable due to broad basing of inflationary pressures as well as rising risks of capital outflows and currency volatility.
Following the rate tightening action, both CPI and WPI inflation for July printed at relatively lower (but higher than the
RBI’s tolerance level) of 6.71% and 13.93%, respectively. Interestingly, economic activity was quite robust for August:
Purchasing Manager’s Index (PMI) for manufacturing and services was in expansion zone at 56.2 and 57.2, respectively,
and exports grew cumulatively by 17.12% (y-o0-y) during April-August, 2022. Some of the downside risks that have
contributed for GDP growth projections to be at 7.3% for fiscal 2023 are slowing global growth, persistent high crude
prices and rising domestic interest rates.

Recent data indicates strong growth in banking credit to retail and MSME verticals

Non-food credit in July 2022 grew by 15.1% on YoY basis indicating strong recovery across all lending verticals.
However, it should be noted that growth was led by strong rebound in retail and MSME lending which grew by 18.5%
& 24.2% on YoY basis respectively which is a significant growth over the low base of last year. This clearly indicates
strong recovery in underlying sub verticals of retail and MSME lending sectors as evident in broad based normalization
of economic activity. Given that banking sector leads MSME lending with a market share of ~80%, robust growth in the
first four months of fiscal 2023 indicates strong demand in MSME sector.

Strong demand, increased prices and exports support growth in MSME sector translating in lending growth

In fiscal 2021, when corporate India revenue declined by 1%, MSMEs witnessed steeper decline of 6-8%. In fiscal 2022,
though corporate India grew at 22-24%, MSME recovered at a slower pace of 18-20% as compared to them. MSME
industry revenues surpassed pre-covid levels in fiscal 2022 thanks to healthy exports, higher commodity prices and
increased healthcare demand due to pandemic. Industry is expected to continue growing at a healthy pace of 9-11% in
fiscal 2023. Growth will be led by construction and consumption verticals growing at 10-15% and 12-17% on-year
respectively. Government’s focus on infrastructure for economic revival will aid construction vertical. Economic activity
uptick will fuel transport operator revenues while higher enrolment will aid coaching classes in consumption services
vertical. Improved domestic demand and rising Production Linked Incentive scheme investments will propel auto
components and electronics sector which will drive growth in industrial vertical. Further, over 40% of MSME sectors in
terms of market size is expected to outperform average industry growth in fiscal 2023. (Source: CRISIL Research)

Information given hereinafter is derived from the industry report titled “NBFC Report 2021” (June, 2022 update)
prepared by CRISIL Research in an “as is where is basis”.
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Overview on NBFC sector -

NBFC segment to grow at 11-12% in fiscal 2023, with revival in the economy —

NBFC growth to be led by retail segments during fiscal 2023 —

Real GDP growth

Gross Banking credit

24.1% NBFC credit (excluding PFC
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Source: RBI, National Housing Bank, Ministry of Finance, Company reports, CRISIL Research

The overall NBFC outstanding book is estimated to aggregate to ~Rs 25 trillion as of March 31, 2022 and is projected at
~Rs. 28 trillion as of March 31, 2023. With the visible recovery in economic activities across most lending verticals,
overall NBFC credit is expected to grow at 11-12% during fiscal 2023 following an estimated growth at 7-8% during
fiscal 2022. The growth will be mainly driven by retail vertical including housing, gold and auto segment. Rapid revival
in the economy is expected to drive the consumer demand this fiscal leading to a healthy growth for NBFCs in fiscal
2023. Players have been mentioning about pick-up in the disbursements since second half of fiscal 2022, with the trend
expected to continue in fiscal 2023.The asset quality is expected to improve on account of normalcy in economic activities
and improved collection efficiency. However, the impact on asset quality due to the slippages from the restructured
portfolio and impact of revised NPA classification norms by RBI remains monitorable.

NBFCs logged a healthy CAGR of 14% over fiscals 2016 to 2020. However, their book grew at a slower rate of 5.8%
during fiscal 2020 mainly due to the liquidity and funding shortages that started after the IL&FS default in mid of fiscal
2019 and continued during fiscal 2020. With the outbreak of Covid-19, the growth in the loan book slowed down to 4%
in fiscal 2021. In fiscal 2022, with the impact of second wave in the first quarter, the estimated growth seen by NBFC’s
was 7-8%, and is expected to follow an upward trend of 11-12% in fiscal 2023.

Strong players are expected to continue outpacing rest of the industry in fiscal 2023
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Change in credit outstanding (% y-0-y)
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Note: Strong players here indicate 11 players with large market share and have strong parental support
Source: RBI, National Housing Bank, Ministry of Finance, Company reports, CRISIL Research

Prior to fiscal 2018, smaller NBFCs were aggressively expanding both in terms of market penetration and lending across
asset classes, which led to rising asset quality concerns. After the NBFC crisis in fiscal 2019, smaller NBFCs slowed
down their lending activity and focused on improving their asset quality and shifting to retail segments which are less
risky.

Meanwhile, prime NBFCs with strong parental support, which have robust balance sheets, healthy liquidity and better
ratings started growing at a higher pace. In fiscal 2022, larger NBFCs have been able to grow at 10-12%, while growth
of other NBFCs has slowed down and have grown at a rate of 2-4%. In the coming fiscal 2023 a similar trend of stronger
NBFC’s outperforming others is expected with these players growing at 12-14% and others are expected to see a pickup
in growth at 6-8%.

The strong players held a market share of 50% in fiscal 2014, which declined to 48% in fiscal 2018 and are estimated to
hold ~58-62% in fiscal 2022. With faster growth, they are expected to gain around 100-200 bps market share by fiscal
2023.

Retail segment, which showed resilience in fiscal 2021 and 2022 to drive growth again this fiscal

Retail segment gaining share due to risk averseness by the lenders

Share of retail vs wholesale in NBFCs Credit growth of segments (% yoy)
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Note: 1) Retail includes housing, auto, gold, microfinance, personal loans, consumer durables and education

2) Wholesale includes MSME, real estate and large corporate, infrastructure (excluding PFC and REC) and construction
equipment

Source: Industry, CRISIL Research

The retail segment is again expected to support NBFC sector growth by growing at 14-16% in fiscal 2023 as against
stunted growth in the wholesale segment of 4-6%. The segment is expected to gain market share of 69% by the end of
fiscal 2023, from 67% as of fiscal 2022. After NBFC crisis, the growth in the NBFC segment has been mainly led by
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retail segment, while wholesale segment has shown muted performance since fiscal 2020 until fiscal 22 but is expected
to see a reversal in fiscal 23 with slow recovery.

Breakup of Retail vs. Wholesale Segment in fiscal 2022

Consumer Durables,

1% Education, 1%
Personal loans, 99 \‘

Construc. Equipment...

Infra (ex PFC &
REC) 12%

Microfinance, 6%

Gold, 7% Housi MSME
ousing, 9
51% 49%
RE &
Auto, 25% Corporate32%
Retail break-up (FY22E) Wholesale break-up (FY22E)
E: Estimated

Source: Industry, CRISIL Research

Growth in fiscal 2023 to be led by housing, auto, gold and microfinance

Note: Red colour: < 5%; Amber colour: 5-10%; Green colour: > 10%;
Source: Company Reports, CRISIL Research

Housing finance: Housing book at HFCs grew at a healthy compounded annual growth rate (CAGR) of 15% from fiscal
2015-2020 which was led by increasing demand from Tier Il and Ill cities, rising disposable incomes, and government
initiatives such as Pradhan Mantri Awas Yojana, interest rate subvention schemes, and fiscal incentives. In fiscal 2021,
due to onset of pandemic growth slowed down in first half, however there was a faster-than-envisaged revival in the
second half of the fiscal supported by RBI, and the Centre and state governments providing impetus which led to 7%
growth for fiscal 2021. The second Covid-19 wave impacted disbursements in the first quarter of fiscal 2022, however,
with income levels of salaried customers largely intact and home loan rates at historical low during fiscal 2022,
disbursements rebounded in the second half of fiscal 2022. With the visible recovery across most sectors and increasing
demand for housing, CRISIL Research expects the NBFC housing credit to grow at 13-15% for fiscal 2023 following a
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healthy growth of 13% during fiscal 2022.

Auto finance saw a growth of 4.6% is fiscal 2022, driven mainly by asset growth in the PV and CV segments. This was
primarily led by increase in sales post two consecutive fiscals of decline. Book growth in fiscal 2023 will be led by
growth in sales across all asset classes, along with an ease in chip shortages. Customers who have been deferring their
purchasing decisions due to pandemic, will be opting for the same in fiscal 2023, leading to demand from the replacement
front as well. Along with a healthy book growth, segments are expected to see further price growth as well in fiscal 2023,
leading to disbursements growth rebounding in fiscal 2023.

Microfinance sector grew by ~19% in fiscal 2022. Disbursements in second half of fiscal 2022 grew by 11% over second
half of fiscal 2021, and by more than 80% on a sequential basis over first half of fiscal 2022 as the second wave did not
pose any significant stress in the industry. The gross loan portfolio will continue to grow at 15-20% range in fiscal 2023,
driven by pick-up in economic activity, and collection efficiencies back to 97-98% levels for most of the major players.

MSME: This sector witnessed high impact of the first and second wave of the pandemic in fiscal 2021 and in first quarter
of fiscal 2022 respectively. With sector’s close linkage to economic activities, the magnitude of impact was significant
due to frequent lockdowns and restrictions which impacted demand and supply. During the first half of the fiscal 2022,
MSME book remained flat, however with the improving economic condition and the mild third wave assisted in the
revival of MSMEs in second half of fiscal 2022. It has been observed that MSME book has grown faster in comparison
to the overall wholesale book (including MSME) due to increased demand and businesses returning to normalcy. CRISIL
Research expects the outstanding book of NBFCs in the MSME segment to grow at 7-9% in fiscal 2023 following an
estimated growth of 6% in fiscal 2022.

Real estate and Corporate: Lower disbursements resulted in degrowth of 6% at NBFCs in fiscal 2021. Going forward,
the wholesale segment at NBFCs is estimated to witness a further decline on account of stress in the real estate and
corporate sectors with many players have announced strategies to reduce their exposure to real estate segment. CRISIL
Research estimate the NBFCs wholesale segment to remain muted or grow marginally at 0-1% for fiscal 2023 following
a further de-growth of 7% during fiscal 2022.

Infrastructure including PFC and REC: With the segment majorly dominated by PFC and REC, growth in fiscal 2022
has been to the tune of (0-2%) compared to 11% growth seen in fiscal 2021. This is primarily due to the fall in
disbursements seen in second half of fiscal 2022, which saw a growth in fiscal 2021 primarily due to the Atmanirbhar
led disbursements by both PFC and REC to power distribution companies. For fiscal 2023, CRISIL Research expects the
book to grow at 3-5%, led by investments in the renewable segments of solar and wind energy, along with further
investments into conventional power transmission and distribution. Growth will also be driven by investments into
National Highways, State and Rural Roads.

(Source: CRISIL Research)

Asset quality to see a gradual improvement

Note: 1) Stressed advances refer to both GNPA and estimated segmental restructuring amounts put together
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2) Green colour: < 2.5%; Amber colour: 2.5-7.5%; Red colour: > 7.5%

3) Stressed assets in Real estate and Corporate loans are not meaningful due to addition of contractual moratorium, DCCO
extension, one-time restructurings

Source: Company Reports, CRISIL Research

The second wave adversely affected the fragile recovery witnessed in the fourth quarter of last fiscal and had affected the
collection efficiencies across asset classes in first quarter of fiscal 2022. The collection efficiency, however, has seen a
recovery since second half of fiscal 2022 and most segments have reported collection efficiencies back to pre-pandemic
levels.

With the NPA standstill provision lifted in March 2021, gross non-performing assets (GNPAS) in segments such as auto,
microfinance and MSME have spiked as of March 2021 and further impacted in the first quarter of fiscal 2022. However,
the impact was not as severe as compared to the first wave, and players across segments have reported improvement in
GNPAs from the second quarter.

The relief measures from government and RBI such as moratorium and restructuring provided a breather to all customers
and industries in fiscals 2021 and 2022. After a moratorium of six months (between March 2020 and August 2020),
accounts that were stressed because of the Covid-19 outbreak (and were standard as of February 29, 2020) were eligible
for a one-time restructuring (OTR) under the RBI’s Resolution Framework. Stressed customers whose incomes were hit
hard due to economic slowdown have opted for restructuring. With second wave shattering the growing economy once
again, the RBI has introduced second phase of restructuring in May 2021.:

e Borrowers, i.e., individuals, small businesses and MSMEs, having aggregate exposure of up to Rs 25 crore, and who
have not availed of restructuring under earlier frameworks (including Resolution Framework 1.0), and who were
classified as ‘standard’ as on March 31, 2021, will be eligible under Resolution Framework 2.0. Restructuring under
the proposed framework can be invoked up to September 30, 2021, and will have to be implemented within 90-days
post invocation

e  With respect to individual borrowers and small businesses who have availed loan restructuring under Resolution
Framework 1.0, where the resolution plan permitted a moratorium of less than two years, lending institutions are
permitted to use this window to modify such plans to the extent of increasing the period of moratorium and/or
extending the residual tenure up to two years

Retail segments like housing and gold loans will be least impacted in fiscal 2022 as well, whereas MSME and real estate
loans will take a bigger hit because of the vulnerability of the underlying borrower class.

Housing segment is expected to perform relatively better, as salaried class which is the primary customer profile of
housing loans are not majorly affected this time during both pandemic years. Further, the GNPAs of fiscal 2022 is
estimated to have increased marginally on account of inherent stress in economically weaker sections (EWS) and low-
income group (LIG) customers and implement of the new NPA recognitions norms basis RBI circular dated November
12, 2021. The applicability of circular is from September 2022; however, companies have proactively been transitioning
to new classification norms. CRISIL Research estimated the portfolio under stress (OTR 1.0 and 2.0) for individual
housing loans to be in range of 1.6-1.7% as of March 2022.

Auto Finance GNPAs have improved for most of the players in second half of fiscal 2022, due to improvement in
borrower repayment levels as the economic activities inched back to normalcy. The top four players have seen their
GNPAs fall by ~130 bps on a sequential basis to 6.6%, in fourth quarter fiscal 2022 over third quarter fiscal 2022.
However, we expect some amount of OTR related stress to still persist amongst the players. Amongst the players we
analyse, around 3.3% of their total book is under restructuring as on fourth quarter of fiscal 2022. This along with
additional stress on account of implementation of new NPA recognitions norms basis RBI circular dated November 12,
2021 has led to stress being in the range of 10-11%. CRISIL Research expect the stressed assets for fiscal 2023 to be in
the range of 8-9%.

Microfinance players have seen their collection efficiencies to be back to pre-covid levels from third quarter of fiscal
2022. The same can be reflected in their GNPAs as well, where top three players in the segment have reported fall in
GNPA levels on a sequential basis in fiscal 2022. The industry GNPA in fiscal 2022 stood at 6% levels. The collection
efficiency of major players have come back to pre-pandemic levels of 97-99%. However, there is a significant portion of
the book of these players which is currently under restructuring. That, coupled with some incremental stress due to the
regulatory impact, we expect the stressed assets in fiscal 2022 to be around 14-15%. With a fall in GNPA levels in fiscal
2023, and a portion of the book moving out of restructuring, CRISIL Research expects the GNPA in fiscal 2023 to reduce
to 4-5% levels, and overall stress to be in the industry to be in the range of 10-11%.

MSME: In fiscal 2021, GNPAs are expected to have reached 7-8% due to increased stress in the MSME borrowers, who
were hit the hardest due to Covid-19. Further in first quarter of fiscal 2022, second wave of pandemic again impacted the
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economic activities in turn leading to increase in stress in MSME segments. However, the impact on asset quality was
cushioned by the OTR 2.0 announced by RBI in May 2021. With improvement in economic activities and mild impact
of waning pandemic, CRISIL Research expects the asset quality stress (GNPA and restructuring) to be in range of 8-10%
for fiscal 2022 and 2023.

Real estate and Corporate: Overall stress in the real estate and corporate segment is highest compared to other segments.
CRISIL Research estimates overall stress in the wholesale book to be high. This includes contractual moratorium, book
under extension by “date for commencement for commercial operations (DCCO) extension” and book that is estimated
to have opted for one-time restructuring.

(Source: CRISIL Research)

Banks continue to gain share in borrowing mix of NBFCs

Bonds, debentures remain largest source of funds for large NBFCs, while small NBFCs depend on term loans

Large NBFCs (Loans > Rs 500 bn) Medium NBFCs (Loans Rs 100-500 bn) Small NBFCs (Loans < Rs 100 bn)
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Source: Company Reports, CRISIL Research

Large NBFCs (with loan book > Rs 500 bhillion) are largely dependent on bonds & debentures for their funding
requirements, due to strong performance as well market presence for these NBFCs. However, after NBFC crisis in fiscal
2019, the share of bonds in the borrowing mix has been declining and currently stood at 38% in fiscal 2021, compared
to 50% in fiscal 2017.

Meanwhile medium sized NBFCs and small NBFCs largely depend on term loans as their principal source of borrowing
mix. In addition, majority of the small NBFCs are non-deposit taking. Share of term loans increased rapidly in small and
medium NBFCs after the crisis, which hit these NBFCs the hardest, compared to large NBFCs.

Liquidity issues in the domestic market have led to some large NBFCs tapping overseas funding options through the
external commercial borrowing (ECB) route, leading to ECBs holding a 5% share in borrowing mix compared to 2% in
fiscal 2017.

In addition, short term borrowings from commercial paper have been reducing across all NBFCs and are being replaced
by borrowings from NHB (in case of HFCs) and short term loans from banks.

Going forward, bank funding to NBFCs is expected to continue, given the higher liquidity with banks and the limited
lending opportunities until growth revives. This will result in banks gaining further share in borrowing mix across all
NBFCs.

(Source: CRISIL Research)

Lower credit cost to improve ROAs in fiscal 2023
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Note: The above ratios are calculated on average total assets
Source: Company Reports, CRISIL Research

Decrease in the credit cost, with improved net interest margin to be the key reason for increase in profitability across
segments in fiscal 2023. With credit costs expected to decline across all segments the RoA is expected to improve
following slight improvement in net interest income as well.

The yield in the retail segments are expected to go up during fiscal 2023 due to increasing interest rates. It should be
noted that, the Reserve Bank of India has already hiked policy rate by 90 bps in the first quarter of fiscal 2023. In addition,
75 bps increase is expected in rest of the quarters with front loading of interest rate hike.

Housing: The yield on advances reduced by 70-80 bps during fiscal 2022 on account of home loan rates at a historical
low (starting from 6.5%) and heightened competition from banks. The RBI having maintained an accommodative stance
during fiscal 2022 and no increase in repo assisted in reduction in the cost of borrowing by 40-50 bps. This narrowed the
spreads and lowered return on assets to 1.7% in fiscal 2022. CRISIL Research expects yield on assets to improve vis-a-
vis the increase in weighted average cost of funds at a slower pace (due to structure of the borrowing mix), translating
into improvement in margins and return on assets to 2.6% and 2.2% respectively, in fiscal 2023.

Auto: With the recent revision in repo rates by the RBI, yields and cost of borrowings for NBFCs are expected to rise as
compared to fiscal 2022. The expected rise in borrowing cost is ~70 bps as against yields likely to increase by 80-90 bps
giving leverage to players on account of borrowing mix. NIMs for most of the players have remained stable in fiscal
2021 and 2022. Almost all players have seen their credit costs fall by 80-100 bps from fiscal 2021 to fiscal 2022. CRISIL
Research expects the same in fiscal 2023 as well, where credit costs will fall further to 2019 levels. Due to this, the ROA
in this segment is expected to improve in fiscal 2023, and inch closer to pre pandemic levels

Securitisation clocks Rs 1350 billion, but remains below pre-pandemic levels

CRISIL-rated securitisation transactions have shown tremendous resilience during the last two years that have been
impacted by various waves of the pandemic. Despite bouts of tremendous stress on underlying borrowers in pools, there
were very few downward rating actions. During the times when collection ratios were dented severely, credit
enhancements (provided initially) came to the fore to iron out the collection shortfalls. These were subsequently
replenished as a large majority of the rated transactions have witnessed smart recoveries and returned to performance on
expected trajectory.

The securitisation market saw increased activity in the fourth quarter of fiscal 2022, with volume crossing Rs 50,000
crore. That took the cumulative value of loan assets securitised last fiscal to Rs 1.35 lakh crore, a good 50% higher
compared with around Rs 90,000 crore in fiscal 2021. That compares with the pre-pandemic volume of ~Rs 1.9 lakh
crore seen fiscals 2019 and 2020.

Disbursements also picked up, necessitating incremental funding requirements. More than 130 financing entities
securitised their assets in the past 12 months. Investors such as mutual funds and foreign-owned financing entities, which
were chary in the recent past, picked up such securitised instruments.

Within asset-backed securitisation (ABS), commercial vehicle (CV; 25%), gold (10%) and two-wheeler (2%) loans
remained important asset segments. In addition, microfinance loans drew traction, comprising 10% of volume, especially
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in the last quarter of fiscal 2022, amid indications of resilience among low-ticket size borrowers.
(Source: CRISIL Research)

Housing finance — Industry overview -

The housing finance sector in India comprises financial institutions (Fls), scheduled commercial banks, scheduled cooperative banks,
regional rural banks, agriculture and rural development banks, housing finance companies (HFCs), state level apex co-operative
housing finance societies, NBFCs, MFIs, and self-help groups.

In the past, demand for home loans rose on account of increasing demand from tier-11 and tier-111 cities, rising disposable incomes,
and government steps, such as interest rate subvention schemes and fiscal incentives.

Housing finance to continue growth momentum in fiscal 2023

Housing finance segment is estimated at Rs 24,524 billion as of fiscal 2022, of which housing loans at non-banking finance companies
(NBFCs), including housing finance companies (HFCs), stood at Rs 8,631 billion, 13% higher on-year.

Increased affordability on account of stable property rates, improved annual income of individual borrowers over the past 4-5 years,
coupled with historically low interest rates provided substantial growth opportunities for the housing finance segment over the last two
years. The second wave of Covid-19 impacted disbursements in the first quarter of fiscal 2022 to 40-60% decline in disbursement vis-
a-vis fourth quarter of fiscal 2021. However, with income levels of salaried customers largely remaining intact and home loan rates
hovering at historical low during fiscal 2022, disbursements rebounded in the second half of fiscal 2022.

With the visible recovery across most sectors, growth is expected to continue further in fiscal 2023 also supported by the pent-up
demand for housing with individuals working from home accelerating the decision to own a house or purchase a larger unit because
of deteriorating but still favourable affordability. CRISIL Research forecasts the HFCs / NBFCs housing credit growth at 13-15% for
fiscal 2023 following a healthy growth of 13% during fiscal 2022. However, new Covid-19 waves and regulatory changes can pose
downside risks in fiscal 2023.

Housing credit to continue the growth momentum in fiscal 2023

Housing loans at NBFCs/HFCs

20% 21%

13% 13-15%
0,
9% 7%
4%
5,240 6,327 6,890 7,131 7,630 8,631 9,700-9,900
FY17 FY18 FY19 FY20 FY21 FY22E FY23 P
Credit outstanding (Rs billion) % y-0-y change
Note:1. E: Estimated; P: Projected

2. The merger of HDFC Limited and HDFC Banks as announced by the management is under approval process and was not effective
as of March 2022. Hence, the impact of merger is not considered for the analysis.

Source: Company reports, RBI, CRISIL Research

Home loans outstanding at NBFCs grew at a healthy 15% compound annual growth rate (CAGR) from fiscals 2015-2020. It was led
by increasing demand from Tier 2 and 3 cities, rising disposable incomes, and government initiatives such as Pradhan Mantri Awas
Yojana, interest rate subvention schemes, and fiscal incentives.

The pandemic and subsequent nationwide and local lockdowns took a toll on the economy in early fiscal 2021. Incomes were impacted
too, especially for low-income group (LIG) and middle-income group (MIG) customers. With reduced disbursements in the first half
of fiscal 2020, growth in housing loans outstanding of HFCs/NBFCs was low at 2% on-year as of September 2020 versus March 2020.
However, there was a faster-than-envisaged revival in the third and fourth quarters of fiscal 2021, with the Reserve Bank of India
(RBI), the Centre and state governments providing impetus. Real estate developers offered discounts and/or freebies, and a few states
such as Maharashtra and Karnataka cut stamp duty on real estate. Home loan interest rates were also slashed to historic lows of 6.5%
(starting rate). Therefore, NBFCs were able to clock decent 7% growth in fiscal 2021, despite gloomy indicators at the beginning of
the fiscal. The first quarter of fiscal 2022 witnessed the second wave of pandemic affecting the credit growth, however, on account of
improved affordability, pent-up demand and historically low interest rates the growth picked up significantly in second half of the
fiscal leading to an estimated credit growth of ~13% in fiscal 2022.

On the asset front the share of top 10 cities in India is more than 35% in terms of outstanding retail housing finance loans. CRISIL
Research expects the growth for the top 10 cities to be in range of 5-10% during fiscal 2023 following an estimated growth of 33-38%
in fiscal 2022 (which was on account of lower base of fiscal 2021 and degrowth in the real estate segment since last few years). This
coupled with an expected growth in capital values of 6-10% in fiscal 2023 and incremental construction in PMAY will support

101



estimated housing loan growth of 13-15% during fiscal 2023.
(Source: CRISIL Research)
Mid-ticket gaining share over the years within NBFCs

Rs 25-75 lakh segment’s share increased from 38% in fiscal 2018 to 46% in fiscal 2021
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Note: 1. The ticket size wise share is calculated basis the value of loans disbursed during the coverage period.

Source: Credit Bureau, CRISIL Research

Within the NBFC housing segment, the mid-ticket segment (in value terms), i.e., Rs 25-75 lakh, increased from 38%

during fiscal 2018 to 46% during fiscal 2021 due to increased income levels of customers and improved affordability.

Further, the loans with ticket size more than Rs. 75 lakh increased in fiscal 2022 by 400 bps on account of increase in
demand for account of increase in demand in tier | cities as customer accelerating decision of buying home due to
historically low interest rate and favorable affordability. However, in volume terms i.e., number of loans were

concentrated in range of 65-70% for ticket size less than Rs. 25 lakhs during nine-month fiscal 2022
(Source: CRISIL Research)

Long term growth drivers of housing finance sector

Rising per capita income Rapid urbanization
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Rising income levels lead to higher disposable income, Urbanisation increases number of nuclear families,
and, therefore, increasing affordability leading to formation of more urban households
Significant opportunity in mortgage penetration Increasing finance penetration
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® Opportunity in mortgage penetration” m Finance penetration in urban areas
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India’s mortgage penetration, although low, is improving  Rising demand of housing in tier Il cities has aided
owing to ease of financing, tax incentives, and increasing  financing penetration in such areas
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Source: MOSPI, United Nations Department of Economic and Social Affairs, International Monetary Fund, European
Mortgage Federation, Housing Finance Information Network, National Housing Bank, company reports, CRISIL
Research

Auto finance — Industry overview

Growth to pick up with positive asset increase in all vehicle segments; asset quality back to pre-pandemic levels

Outstanding book (Rs billion) | Share (FY22E) | CAGR (FY16- FY21)| FY21 FY22E FY23P
Overall 100% 13% 4% 6-7% 8-9%
NBFC 46% 11% 3% 4-5% 7-9%
Banks 54% 14% 5% 9.5-10.5% 9-10%

Source: CRISIL Research

Auto finance disbursements are expected to pick up by 14-16% this fiscal, backed by healthy growth in asset sale across
all vehicle segments. Disbursements had taken a hit in fiscal 2021, and had remained muted for some segments in fiscal
2022 as well, due to the stress induced by the two Covid-19 waves. Disbursements in this fiscal will also be supported
by the continued rise in vehicle prices, which had increased in the previous fiscals as well. That, along with a healthy
offtake from the domestic front and the easing chip shortage, will ensure the industry clocks healthy disbursements.

Sales to grow across all vehicle segments

We expect vehicle sales to recover for all segments in this fiscal, given the normalising economy and replacement and
pent-up demand driving volume growth.

The recovery in scooter sales will likely push two-wheeler volumes, with educational institutions and offices re-opening,
more people commuting to office and urban income sentiment improving. The normal monsoon forecast is expected to
support demand for motorcycles.

¢ Asset trend: Tractor volumes are expected to rebound in fiscal 2023, after declining | Disbursement
in the previous fiscal due to rising tractor prices amid price hikes taken by original growth for
equipment manufacturers, higher inventory at the dealer end, lower commercial fiscal 2023
demand, and negative farmer sentiment due to rising cost of cultivation.

'
e LTVs are expected to improve marginally as lenders have a positive sentiment

towards the upcoming monsoon season and the ability of farmers to repay loans.

7-9%

o FPis expected to improve marginally as well.
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' Two-wheeler: Volumes to grow this fiscal, post two consecutive years of decline

___________________________________________________________________________________________________________________
_______________________________________________________________________________________________

+ Asset trend: Post consecutive years of decline in wholesale domestic volumes since | Disbursement
fiscal 2020, two-wheeler volumes are projected to improve ~3-8% in fiscal 2023. growth for

fiscal 2023

* Volumes are expected to be driven by the recovery in scooter sales as educational
institutions and offices re-open, more people commute to office, and urban income
sentiment improves. The forecast for a normal monsoon is expected to &
support demand for motorcycles.

¢ LTVsare also expected to rise as two-wheeler prices will likely increase further in 18-20%
this fiscal, over and above the ~6% price rise in fiscal 2022.

e FP to also improve going forward.

Source: CRISIL Research

Pent-up demand to drive revival in disbursements this fiscal

Disbursement YoY % NBFCs share as
Vi finance segments LTV f 2022
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Three-wheelers -12% -64% 22% 48% 42-44%

Tractor -8% 22% -2% 8% t* 50 bps 53-55%
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Note: The figure represents overall disbursement by banks and non-banking finance companies; LTV represents
improvement from current levels; share of NBFCs: Red represents banks to gain market share over the medium term
Source: CRISIL Research

Going forward, repayments are expected to stabilise as collections reach pre-Covid levels. Player-wise disbursements
have already recovered in the fourth quarter of fiscal 2022, with further asset sales in this fiscal likely to propel
disbursements growth.

We expect the book growth of non-banking finance companies (NBFCs) to increase 7-9% on-year in this fiscal, supported
by strong sales in CVs, PVs and the two-wheeler segment. Banks have a larger presence in the retail segment with a
higher market share in the new CV and PV segments. Historically, banks have been more aggressive in the retail segment
due to lower asset quality concerns and better customer profile.

Banks should see their books continue to grow at 9-10% in this fiscal, after growing at 9.5-10.5% in the previous fiscal.
NBFCs are expected to clock a growth of 7-9% after clocking 4-5% growth in fiscal 2022.

Outstanding vehicle finance growth of NBFCs to show moderate increase of 5-7% this fiscal
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Auto Finance Outstanding ~10 Trillion FY 2023
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Market share of banks to continue rising; asset quality stress to force NBFCs to go slow on disbursements
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On the other hand, the two-wheeler financing segment is increasingly becoming the stronghold of NBFCs due to their
greater ability to tap rural markets by offering loans at rates much lower than those offered by the unorganised sector.
The relatively higher risk in this segment will keep banks cautious towards this segment. Thus, NBFCs are expected to
increase their share by 50-100 bps in this fiscal.
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% share of Strong vs Medium Players in Overall NBFC Book
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Note: The players mentioned account for ~75-80% of the total NBFC auto loan segment

STFC- Shriram Transport Finance Company, SCUF- Shriram City Union Finance, CIFC- Cholamandalam Investment
and Finance Company

Source: CRISIL Research
Micro finance — Industry overview

Collection efficiency, disbursements surpass pre-pandemic levels: Book outstanding to grow at 15-20% in fiscal
2023

Non-banking financial company-microfinance institutions (NBFC-MFIs) saw their disbursements surpass pre-Covid
levels in the second half of fiscal 2022. With decline in cases, collections improved and players saw significant uptick in
collection efficiency on sequential basis. Indeed, collection efficiency of most players reached 98-99% in the fourth
quarter of the fiscal.

Disbursements in the sector have also seen a similar trend. Collection efficiency, which fell from ~85% in April to 75%
in May-June, rebounded to normal levels of 98-99% for most of the players in the industry. Improvement in collection
efficiency was led by players such as Satin Creditcare and Creditaccess Gramen. Disbursements and repayments also
grew at a faster rate than previously expected, indicating quick recovery in the industry, with repayment rates growing
on a sequential basis in the third quarter of the fiscal.

Asset quality, however, remains a key monitorable due to portfolio restructuring by players. With the industry’s gross
non-performing assets (GNPAs) rising from 5.4% in fiscal 2021 to 6.4% in the third quarter of fiscal 2022, players’ books
remained under stress. That said, key players in the industry saw their GNPAs fall both on a sequential and an on-year
basis as of the fourth quarter of the fiscal.

Though the third wave of the pandemic is expected to have had a slight impact on repayments and disbursements, the
industry is estimated to have grown at 18-20% in fiscal 2022, and is expected to log a growth of 15-20% in fiscal 2023.

Share of NBFC-MFIs grew from 31% in FY21 to 35% in FY22

Share in book | Outstanding Book |CAGR (FY17-21)| FY22E Growth Outlook for
FY22E (Rs Billion) FY22E FY23
NBFC- MFI 35% 966.10 15% 19% 15-20%
Source: CRISIL Research, Microfinance Institutions Network (MFIN)
Disbursements to pick up, growth to exceed pre-pandemic levels this fiscal

While disbursements had surpassed pre-Covid levels in the fourth quarter of fiscal 2021 itself, the second wave proved
to be a dampener. However, as per player commentaries, fresh disbursements are healthy and repayment rates have also
returned to pre-Covid levels. Given that the omicron wave had a negligible impact in the overall economic activity,
disbursements are estimated to have remained healthy in the fourth quarter of fiscal 2022 as well.

Disbursements are expected to increase 40-45% on-year this fiscal, over a growth of ~35% seen in fiscal 2022. MFI
customers require funds to meet their day-to-day expenses and release of additional funds depends on prompt repayments.
With improvement in cash flows as business activities attain normalcy, disbursements should increase going forward.
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Disbursements surpassed pre-Covid levels in Q3FY22; Quarterly collection efficiency trend of top three players
shows recovery
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Collection efficiency has also fully recovered to pre-pandemic levels. However, the restructured book remains a
monitorable. Improvement in business activities following easing of restrictions restored collections to almost pre-
pandemic levels at 95-100% in the fourth quarter, leading to healthy pick-up in disbursements. Of the total disbursements
in fiscal 2022, ~70% was in the second half. Traditionally, too, disbursements have been higher in the second half of the
fiscal.

Even though repayments were affected in fiscal 2021 and early fiscal 2022, they started to improve from the third quarter
and are expected to revert to normal levels in fiscal 2023.

Outstanding book will continue to grow at 15-20% in fiscal 2023, supported by continued momentum in disbursements
and repayment rate recovering to normalcy.

NBFC-MFIs to grow 15-20% on-year in FY23

NBFC-MFIs GLP in Rs billion
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Source: CRISIL Research, MFIN, company reports

NBFC-MFIs witnessed robust growth in the past 2-3 years, gaining market share

107



Source: CRISIL Research, MFIN
Rural segment to dominate NBFC-MFI book
NBFC-MFI portfolio break-up as of December 2021 [Gross loan portfolio (GLP): Rs 874.44 billion]

NBFC-MFI portfolio break-up as of Dec
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Source: CRISIL Research, MFIN, company reports

Rural areas account for more than three-fourths of the total NBFC-MFI book. MFIs largely serve in rural and semi-urban
areas. The penetration of digital infrastructure in such areas is low and internet connectivity is poor. Lack of access is
accentuated by low literacy among microfinance borrowers, who are generally daily wage earners and tend to transact in
cash.

The main objective of microfinance lending is to support capital formation in agriculture and allied sectors. With
disbursements being more focused in the rural parts of the country, NBFC-MFIs promote alternate employment
opportunities by supporting farm and manufacturing sectors.

If we look at the state-wise split, as of the first half of fiscal 2022, the top 10 states accounted for ~80% of the NBFC-
MFI book and the top five states accounted for 50%. The top five states have a higher proportion of rural population,
thus contributing to the higher share of rural segment. Karnataka accounts for 38% of CreditAccess Grameen’s GLP and
12% of Spandana’s. Uttar Pradesh accounts for 21% of Satin Credit Care’s GLP. Though Madhya Pradesh accounts for
just 8% of the GLP, it is covered by major players such as CreditAccess Grameen, Satin and Spandana.

Tamil Nadu, Karnataka, Bihar, Maharashtra and Uttar Pradesh were the worst affected by the second wave of the
pandemic, which weakened collections and disbursements in the first half of fiscal 2022. Overall delinquencies of these
state, which were high in 2021 itself due to the first wave, was impacted in 2022 as well. The situation has not improved
so far. Delinquencies of Tamil Nadu, Karnataka, Odisha and Maharashtra (~40% of the overall GLP) have increased
because of the repayment stress caused the pandemic’s waves. If collection efficiency reported by players having
exposure in these states is any indication, the situation is expected to improve.

Demand drivers for MFI industry

e Huge potential market, sustainable model — Given the sheer size of the Indian population and considering that a
large section still lacks access to formal banking services, driving financial inclusion has always been a key priority
for the government. The banking system and 'priority sector' lending have been the most explored channels to bring
majority of the population under the ambit of formal credit institutions.

Within the large suite of products and services under financial inclusion, microfinance institutions have a major role
to play in the provision of credit. The sheer size of the market (in terms of financially excluded households), a
business model that offers sustainable credit to the poor at affordable rates and a repayment cycle spread over a
longer duration, have been key growth drivers for MFIs operating in India.

e Group lending model helps MFIs widen reach to low-income households — Group lending models are based on
certain common principles, such as identifying individuals with similar credit requirements and using peer pressure
to curb delinquencies. Under JLG, the amount is lent to individuals, who subsequently repay the amount directly to
the lender. Under the SHG model, funds are lent to groups, which are trained to maintain financial records and are
responsible for collections required to repay loan amounts to lenders. If a member defaults within a group, other
members can pool in funds to ensure timely repayment and prevent the group from getting blacklisted.

Furthermore, in comparison with banks, MFIs are able to charge higher interest rates to cover the financing and
operational costs, and yet maintain sustainable profit margin. In a nutshell, MFIs have been able to provide a viable
alternative mechanism to drive the financial inclusion agenda.

Key risks for MFI industry
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e  Exposure to low-income households raises MFIs' vulnerability to political intervention
o Natural calamities could impair borrowers' repayment ability

e  Cash-in-transit losses,

e Inadequate monitoring mechanisms pose risk for MFls

e MFIs with concentrated portfolios face local political and event-related risks

e Players converting into SFBs to face risk of not meeting stringent regulatory norms, as well as expected decline in
profitability and market share

e Difficulties in securing funding
e Managing operating expenses - critical for MFIs

Personal Loan finance - Industry overview

The growth trajectory of personal loans to continue in fiscal 2023

Outstanding book (Rs billion) | Share (FY22E) | CAGR (FY16- FY21) | FY21 | FY22E | FY23P
Overall 100% 31% 16% | 20-25% | 35-40%
NBFC 19% 32% 3% | 45-50% | 35-40%
Banks 81% 30% 19% | 15-20% | 32-38%

E: Estimated, P: Projected
Source: CRISIL Research, Credit Bureau
Key points:

o Small ticket loans below Rs 0.1 million accounted for 85-90% of the loans disbursed and their rising share (a 10-
15% share in terms of value) is driven by borrowers in the lower age bracket

e  Personal loan disbursements saw a recovery past pre-pandemic levels in fiscal 2022
e Individuals with income less than Rs 0.3 million form a majority of borrowers in the personal loan market

e Rising digital penetration, driven by financial technology companies (fintechs), to result in a considerable rise in low
ticket size loans

e The share of towns/cities Tier Il and below in overall disbursement rising continuously; a sharper focus of non-
banking financial companies (NBFCs) on these regions to support the growth trajectory with a fall in the contribution
from top 5 metro cities

Market at a glance

e p———
CAGR (FY18-21) FY 21 FY 22E FY 23P
o | (| {0 ()
“Outstanding growth Ca% || 16% | | 2025% | | 35a0% |

___________________________

E: Estimated, P: Projected
Source: CRISIL Research, Credit Bureau

The personal loan book is projected to grow to ~Rs 11 trillion by fiscal 2023 from an estimated ~Rs 8.1 trillion in fiscal
2022. The personal loan market saw an uptick in fiscal 2022 with the economy normalising and the overall market
sentiment being positive. Post slower growth in fiscal 2021 at 16%, personal loans are estimated to have grown 20-25%
in fiscal 2022 and expected to grow 35-40% in fiscal 2023 driven by the economic recovery and lenders’ willingness to
disburse more. Gross non-performing asset (GNPA) levels are expected to normalise in fiscal 2023 to pre-pandemic
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levels led by a continued recovery collection efficiency. All these factors are expected to spur lenders to boost
disbursements as the job market improves and income-related risks subside.

The disbursement growth momentum is projected to continue in fiscal 2023 at 45-50%, following a 60-65% on-year rise
in fiscal 2022. Disbursements by NBFCs are estimated to have grown 110-115% on-year in fiscal 2022 on a lower base
last year, following a subpar performance in fiscal 2021 due to pandemic-related stress. Banks have grown at a lower
pace than NBFCs and their disbursements are projected to increase 40-45% in fiscal 2023, following estimated
disbursement growth of 50-55% in fiscal 2022.

Prior to fiscal 2021, disbursement growth was strong for both the categories. Between fiscals 2018 and 2020, banks
logged a compound annual growth rate (CAGR) of 33% as they aggressively grew their retail portfolio by focusing on
salaried customers opting for an unsecured loan portfolio. Growth in NBFC disbursements in the same period was much
higher at a 55-60% CAGR as these players expanded their footprint into towns/cities Tier 1l and below, and fintechs
targeted new customers with a low ticket size requirement.

Strong disbursements and improving collections to support personal loan book growth in fiscal 2023

Personal loan outstanding is estimated at Rs 8.1 trillion in fiscal 2022 and expected to witness persistent growth in fiscal
2023. The personal loan segment is expected to grow to ~Rs 11.4 trillion in fiscal 2023, with NBFCs aggressively
building their retail book through personal loans and banks focusing on the salaried middle age group borrowers to
improve their GNPA. The overall personal loan book, which increased at a 39% CAGR between fiscals 2018 and 2020,
moderated to 16% on-year in fiscal 2021 and is expected to grow at a 28-32% CAGR between fiscals 2021 and 2023.

Outstanding book for personal loans

42% 11,276
36%

FY 18 FY 19 FY 20 FY 21 FY 22E FY 23P

mmmm Outstanding (Rs Bn) Growth Rate

E: Estimated, P: Projected
Source: CRISIL Research, Credit Bureau

NBFCs have outpaced banks in terms of outstanding growth as their aggressive push for smaller ticket size loans among
the younger age group led to 45-50% growth. Although credit growth of banks was lower at 15-20%, expected
delinquencies are also lower due to the improved credit profile of the players. Salaried customers working with top-rated
corporates did not see much impact on incomes, and thereby banks realised prompt payments and the share of defaulting
customers was lower. In the case of NBFCs, borrowers are primarily self-employed and salaried customers working at
lower-rated corporates. Given the impact on their income was significant, the proportion of customer defaults were higher
for NBFCs.

The trend in fiscal 2023 is projected to be similar with overall personal loan book growing at 35-40% and NBFCs leading
the show with growth expectations of 35-40% due to better market reach and their focus on catering to smaller ticket size
borrowers.

Typically, repayment rates are 25-30% for the personal loan book as loans are up to three years. There was a drop in
fiscal 2021 but the repayments have now stabilised at historical levels. Better collection efficiency and an increase in
disbursements are the major reasons for the pickup in loan book.

NBFCs grow faster than banks, capturing 250-300bps in market share by 2023
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Market share of banks vs. NBFCs
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Source: CRISIL Research, Credit Bureau

With NBFCs growing faster than banks, CRISIL Research expects NBFCs to increase their market share by 250-300bps
in fiscal 2023. NBFCs have seen a sharp rise on account of an aggressive strategy and a low base of fiscal 2021 and are
expected to sustain the pace of growth and capture share from banks. Fintechs and NBFCs pose a fierce competition to
banks even though they cater to different consumer segments. Banks mostly focus on salaried, higher ticket size
borrowers, while NBFCs and fintechs focus on bridging the financing gap for self-employed, low income, younger
generation and smaller ticket size borrowers. In fact, NBFCs’ share has gradually increased since fiscal 2018, gaining
200 bps over banks, before shrinking in fiscal 2021 due to the Covid-19 pandemic. CRISIL Research expects NBFCs to
continue to grow their market share in the long run.

NBFC book to see a persistent growth in fiscal 2023 with an improving economy

NBFC outstanding (Rs bn)
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%
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E: Estimated, P: Projected
Source: CRISIL Research, Credit Bureau

NBFCs are projected to grow their loan outstanding book at 35-40% to ~Rs 2.1 trillion in fiscal 2023. Their performance
was consistent in fiscal 2022 with a pickup in growth from the second quarter onwards and clocking 13-16% growth each
quarter. NBFCs are estimated to have grown 45-50% in fiscal 2022 with loan outstanding at ~Rs 1.6 trillion. NBFCs
have grown at a CAGR of 32% between fiscals 2018 and 2021 and are projected to grow at a CAGR of 45-50% between
fiscals 2021 and 2023. They have exhibited an aggressive strategy to capture the market and are taking more risks than
banks by reaching out to a riskier segment of borrowers and recently building on outstanding credit with a major share
of smaller ticket size loans.

NBFCs and fintechs driving the ticket size lower

With fintechs and NBFCs deepening their market penetration, the share of small ticket personal loans (STPLs) is
gradually increasing. STPLs, which are loans below Rs 0.1 million, have seen a gradual rise in their share rise over the
last few years. The volume of these transactions grew to 85-90% in fiscal 2022 from 75-80% in fiscal 2021. But in terms
of value, these loans grew to 13-15% of total disbursements in fiscal 2022 from 10-12% in fiscal 2021. NBFCs and
fintechs focus more on this bucket of personal loans and thus drag the average ticket size lower.

NBFCs account for ~20% of the market share in terms of value but have a 60-65% share in terms of the volume of
transactions, primarily leading to a declining ticket size trend in the last few years.

The average ticket size is ~Rs 30,000 for NBFCs and Rs 0.4 million for banks vis-a-vis an overall average of ~Rs 95,000.
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Consequently, NBFCs are leading the average ticket size lower with their strong reach and network in the market.
Average ticket-size by lender type

Declining average ticket size led by increased demand for smaller ticket size personal loans
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Fintechs have been rapidly expanding their base in the personal loan segment by offering loans to younger, low-income
and digital-savvy customers with insufficient credit history, but with a credit requirement for small ticket size and low
duration loans. The loans disbursed are as low as Rs 5,000-20,000 for aspirational customers to purchase the latest gadgets
or meet their immediate cash needs. Fintechs primarily rely on the customer’s mobile phone data to assess the repayment
ability; they are building advanced algorithms that analyse mobile phone data for specific insights on a customer’s liquid
cash flow as well as repayment history, along with spending habits.

In fact, NBFCs and fintechs have strengthened their risk management processes and data analytics capabilities over the
years. Stringent underwriting norms and monitoring mechanisms have also been reinforced. Most players have been
investing in risk analytics and technology to further de-risk their exposure.

(Source: CRISIL Research)
MSME Finance — Industry overview

Credit to the micro, small and medium enterprise (MSME) segment is estimated at Rs 20,275 billion for fiscal 2022, with
banks dominating the market share at 80%. Post the liquidity crisis, the share of non-banks reduced to an estimated ~20%
in fiscal 2022 from ~22% in fiscal 2019.

Banks dominate the credit share in MSMEs at 80% as of fiscal 2022

Type Sha;':(lznztémk Bo(gtt(SFt{asnt?illrI}gn) CAGFél()F i FY22E Olilgoomlit?or
FY22E FY23
NBFCs 20% 4,100 11% 6% 7-9%
Banks 80% 16,174 6% 14.8% 11-13%
Overall 100% 20,275 7% 13% 10-12%

Note:
1. E: Estimated; P: Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

3. Companies with turnover <Rs 5 crore and investment <Rs 1 crore are classified as micro; companies with turnover
between Rs 5 crore and Rs 25 crore and investment between Rs 1 crore and Rs 10 crore are classified as small; and
companies with turnover between Rs 25 crore and Rs 250 crore and investment between Rs 10 crore and Rs 50 crore are
classified as medium

Source: CRISIL Research

The MSME sector faced a high impact of the first and second pandemic waves in fiscal 2021 and the first quarter of fiscal
2022, respectively. With the sector’s close linkage to economic activities, the magnitude of the impact was significant
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due to frequent lockdowns and restrictions, which impacted demand, supply, and hence profitability across most sectors.
This necessitated relief measures, which were promptly announced by the government in the form of the Emergency
Credit Line Guarantee Scheme (ECLGS) last year, which was reviewed on a timely basis to reduce impact on the sector.
However, most of the disbursements under the scheme were by banks (among which private-sector banks showed greater
proclivity than public-sector banks for utilising ECLGS); hence, they saw book growth of 8%, while growth for non-
banking finance companies (NBFCs) was lower at 3% in fiscal 2021. Decline in the book value was also restricted by
moratoriums and asset classification standstill for MSMEs until March 2021.

In the first quarter of fiscal 2022, the second pandemic wave impacted the MSME segment again, leading to muted
growth in the first half of fiscal 2022 on account of disruption in business activity due to localised lockdowns by various
state governments. With the hit to the economy in the first quarter, the government extended the ECLGS then ending in
June 2021 to September 2021 (currently extended till March 31, 2023), which supported the sector to revive from
degrowth in the first quarter of fiscal 2022, with banks posting a sequential growth in MSME book at the end of the
second quarter. Revival of economic activity, strong export and domestic support, coupled with a mild third wave, helped
the segment grow an estimated 13% in fiscal 2022. Banking MSME saw higher growth than NBFCs (14.8% and 6%,
respectively), owing to stress in the first half of fiscal 2022. CRISIL Research expects the banks to continue growing
faster at 11-13% and NBFCs at 7-9% in fiscal 2023.

ECLGS benefitted ~11 million micro and small enterprises during fiscals 2021 and 2022

[ECLGS was announced as part of the Atmanirbhar Bharat Package in 2020, with the objective of helping businesses
including MSMEs meet their operational liabilities and resume businesses. As of March 2022, loans sanctioned under
the scheme crossed Rs 3.19 trillion (of Rs 5 trillion), with about 64% of the guarantees issued for loans sanctioned to
MSMEs, and the disbursement aggregated Rs 2.59 trillion. In Union budget 2022-23, the allocation under ECLGS was
increased from Rs 4.5 trillion to Rs 5.0 trillion, and the timeline for sanctions has been extended till March 2023. The
enhancement of Rs 50,000 crore is earmarked exclusively for hospitality and related enterprises.

ECLGS progress so far...
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Note: Disbursement data for December 2021 is not provided by the respective authority.
Source: CRISIL Research

While a majority of the disbursements under ECLGS are contributed by public and private-sector banks, non-banks are
going slow given the existing asset quality concerns. Further, among banks, private-sector banks show greater proclivity
than public-sector banks for utilising ECLGS. Non-banks are also expected to conserve liquidity in such challenging
times and are likely to witness lower disbursal in the scheme given the capping of interest rates on such additional lending,
leading to very thin margins. The interest rate under the scheme was capped at 9.25% for banks and financial institutions,
and 14% for non-banking financial institutions.

According to the RBI’s financial stability report, MSMES have been the primary beneficiaries of this scheme, with
guarantees of ~Rs 1.74 trillion extended to ~11 million borrowers as on November 12, 2021.
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~90% of micro and small enterprises cover 50% of guarantees issued

# of Guarantee

Rs. billion L. % Share
Beneficiaries amount

Micro 10,296,333 0o 25504

Small 498,509 663 25%

Medium 200,757 420 16%

Other business enterprises 537,069 883 34%

Total 11,592,668 2,630 100%

Note: Data reported as on November 12, 2021
Source: RBI, CRISIL Research
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ECLGS primarily benefitted micro and small businesses during fiscals 2021 and 2022

(%) ECLG disbursement to MSMEs
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33%
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= Micro = Small = Medium

Note:
1. *Disbursement for fiscal 2022 is aggregated till February 28, 2022.

2. The above graph provides details of ECLGS disbursement to MSMEs only and excludes disbursement to large
enterprises.

Source: CRISIL Research, National Credit Guarantee Trustee Company Ltd

As per the data released by National Credit Guarantee Trustee Company Ltd, ECLGS disbursement to MSME borrowers
aggregated Rs 1,557 billion in fiscal 2021 and Rs 546 billion in fiscal 2022 (till February 28, 2022). The scheme has
benefitted ~11 million MSMEs in the two fiscals, primarily micro enterprises, whose share in disbursement was 39% in
fiscal 2021 and 30% in fiscal 2022 (till February 28, 2022)]

LAP segment contributes to two-thirds of MSME portfolio at NBFCs

Credit outstanding of MSME at NBFCs (Rs bn) and segmental share 4.439
3.866 4,100
3,621 3.765 ‘
3,136
2,546
FY17 FY18 FY19 FY20 FY21 FY22E FY23P
=LAP = Non LAP Non-Bank MSMEs

Note: 1. E: Estimated, P: Projected
2. Non-LAP includes unsecured and secured non-LAP loans

Source: Company reports, CRISIL Research
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Demand improvement to drive MSME credit growth this fiscal

Banks to continue growth momentum
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2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

Source: Company reports, CRISIL Research

A faster-than-expected revival in economic activity and pent-up demand instilled a positive economic performance in the
fourth quarter of fiscal 2021. Outstanding MSME book of non-bank companies grew 3% on-year in fiscal 2021, given
the increased demand for loan against property (LAP). Further, during the first quarter of fiscal 2022, MSME book
witnessed degrowth in both banks and non-banks due to the impact of the second pandemic wave. The segment started
to recover from the second quarter with improvement in demand by MSMEs supported by the central government’s
decision to extend ECLGS till March 31, 2022 (further extended till March 31, 2023 in Union Budget 2022-23) and
increase the guarantee amount from Rs 3 trillion to Rs 4.5 trillion (further increased to Rs 5 trillion).

The outstanding book of NBFCs in the MSME segment is estimated to have grown 6.1% in fiscal 2022, supported by
growth in the LAP and non-LAP (unsecured and secured non-LAP) segments of lending. With the revival of economic
activity and improving cash flows, NBFCs will increase their funding in the unsecured segment and restrict their lending
in the LAP segment due to the asset quality stress of past years. With improved underwriting practices, lending in
unsecured portfolio is expected to improve, while secured non-LAP will face competition from banks. However, smaller
non-banks will be wary of funding given the existing stress, and thus will witness moderate growth. Additionally, further
Covid-19 waves and regulatory changes could pose downside risks this fiscal.

LAP: Growth in LAP to stabilise this fiscal

LAP portfolio at NBFCs is estimated at Rs 2,500 billion for fiscal 2021. During the year, LAP witnessed higher growth
than non-LAP (secured non-LAP and unsecured) as non-banks preferred mortgage-based lending over cash-flow-based
lending in the short run given the potential risks in other segments. LAP portfolio at NBFCs is estimated to have grown
3% in fiscal 2022 with players shifting their focus to non-LAP portfolio.
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LAP portfolio to grow 5-7% this fiscal

Credit growth of LAP MSME (% y-0-y) Share of
NBFCs in LAP
20%
18% Bank
NBFC
11%
5-7%
5-7%
3% 4% 3%
FY17 FY18 FY19 FY20 FY21 FY22E FY23P
52% 52% 51% 49% 48% 48% 48%
Note:

1. E: Estimated; P: Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

Source: Company reports, CRISIL Research

LAPs are availed by mortgaging properties (residential or commercial) with the lender. The end-use of the loan is not
closely monitored. It could be used for either business or personal purposes. It can be availed by both salaried and self-
employed individuals. LAP is a secured loan, as it provides collateral to the financier in the form of property. It has a
lower interest rate than personal or business loans.

With improvement in the economy and lenders being positive towards mortgage-based lending, the LAP segment is
expected to perform better this fiscal than in the last one. However, lenders (non-banks) are unlikely to be as aggressive
as they were in the past, when the segment logged a double-digit CAGR of 12% between fiscals 2017 and 2020. Higher
growth in the past was due to lower interest rates and increased penetration. However, after fiscal 2019, non-banks lost
their share in the LAP market as they were focusing on containing asset quality deterioration. Banks registered strong
growth in the segment due to their aggressive strategies, higher market penetration, lower cost of funds and adequate
liquidity support. CRISIL Research expects the MSME LAP segment to grow 5-7% in fiscal 2023, driven by improving
economic conditions and the mild impact of the third pandemic wave, assisting in normalisation of business activities.

MSME: Non-LAP loans

Non-LAP includes secured and unsecured non-LAP loans. Non-LAP secured MSME loans include working capital
products (such as cash credit, overdraft facility and bill discounting) and other term loan products, such as asset-backed
or hypothecated loans. Hypothecated loans are term loans where the collateral offered is a combination of property,
inventory, etc.

Unsecured MSME loans are given to self-employed borrowers without collateral. It is cash-flow-based lending rather
than collateral-based. Unsecured loans are underwritten based on financial statements, bank statements, GST returns,
number of loans taken in the past, bureau checks, scorecards, etc. An unsecured small business loan is usually taken to
tide over a liquidity crunch, take advantage of short-term opportunities, or to expand a small business, mostly when cash
credit limit of the bank is exhausted. Many lenders give these loans on top of existing secured loans with them.

Due to non-availability of collateral, underwriting plays a key role in maintaining asset quality of unsecured business
loans. Underwriting these loans requires a different expertise and is powered by new financial technology and increasing
availability of data on credit history of customers. Competition in the secured loans market (especially retail loans) has
compelled NBFCs and a few private banks to gain expertise in niche lending and build robust digital platforms to cash
in on fresh opportunities in the unsecured business loans space, with an eye on maximising profitability.

Banks dominate this segment with a 90% share, aggregating to ~Rs 13 trillion as of fiscal 2022. NBFCs are estimated to
have a non-LAP book of ~Rs 1.5 trillion in fiscal 2022.
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NBFCs’ non-LAP credit growth to stabilise this fiscal

26% 28% Credit growth of non-LAP* MSME (% y-0-y) Share of NBFCs
in non - LAP*
21% Bank
17% NBFC

-14%
8%
s 6% 12-13%
1% 0%
FY17 FY18 FY19 FY20 Fy21 FY22E FY23P
. . 11 11 11 10 10

Note:
1. E: Estimated; P: Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.

3. *Non-LAP includes unsecured and secured non-LAP loans
Source: Company reports, CRISIL Research

NBFCs were growing in double digits prior to fiscal 2019; the growth slowed after the liquidity crisis. In fiscal 2021, the
growth was marginal due to lower disbursements, which are estimated to have halved due to Covid-19. Meanwhile, banks
grew 8% due to the support from ECLGS. Due to the pandemic, non-bank lenders had turned more cautious over
unsecured MSME lending, and preferred mortgage-based lending (LAP and non-LAP secured) over cash-flow-based
(unsecured) lending.

Business activity started normalising from the second half of fiscal 2022. This, supported by a mild third wave, led to
improvement in economic conditions and, in turn, a pickup in demand for credit. Banks and NBFCs shifted their focus
towards non-LAP lending owing to higher returns on this portfolio, leading to non-banks growing at an estimate 11% in
fiscal 2022. CRISIL Research expects the growth momentum to continue, with NBFCs” non-LAP segment growing 12-
13% this fiscal. However, new Covid-19 waves and regulatory changes could pose downside risks.

Wholesale finance — Industry overview
Stress in the real estate sector continues to affect growth in wholesale finance

Wholesale finance represents lending services to medium-sized and large corporate firms, institutional customers and
real estate developers by banks and other financial institutions. It encompasses long- and short-term funding. CRISIL
Research excludes lease-rental discounting (LRD) from the wholesale book and lending to the infrastructure sector and
covers only loans offered to large and mid-sized corporates in non-infrastructure segments.

Real estate segment comprises 60% of the overall NBFC wholesale lending, as of fiscal 2022

Type Sha;‘:(iznzlémk Bocgﬁta;inl;jim%n) S Iz 1()': e FY22E OLill;)ooV\Iit?or
FY22E FY23P
NBFCs 7% 2,717 -1% -T% 0-1%
Banks 93% 33,879 3% 5% 7-9%
Overall 100% 36,596 2% 4% 6-8%

Note: 1, E — Estimated, P — Projected

2. Credit deployment data published by the RBI has undergone revision with effect from January 2021. Hence,
comparable numbers for the previous fiscal are revised accordingly.
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Wholesale lending at NBFCs to revive with marginal growth in fiscal 2023
Exposure to the wholesale segment to pick up after a de-growth during the past three fiscals
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Source: Company reports, CRISIL Research

NBFCs were cautious in lending to the corporate segment as well, such as real estate, and hence wholesale books of
NBFC/HFCs are estimated to have declined 7% in fiscal 2022. Fiscal 2023 is expected to witness a marginal improvement
in credit leading to muted growth in this segment.

NBFCs to witness a sharp decline in the wholesale book vis-a-vis banks
Banks to outpace NBFCs with wholesale credit growing at 7-9% in fiscal 2023

Credit growth of wholesale loans (% yoy)

(Y
26% O
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S
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Note: Credit deployment data published by RBI has undergone revision with effect from January 2021. Hence,
comparable banking numbers for the previous fiscal are revised accordingly.
Source: Company reports, CRISIL Research

Lending to the wholesale segment witnessed a de-growth of 2% in fiscal 2021, because of uncertainties amid the
pandemic and washout of first half of fiscal 2021 due to the nation-wide lockdown. In fiscal 2022, the second wave of
pandemic hit in first quarter, leading to localised lockdowns by various state governments. However, in the second half
of fiscal 2022 (especially in fourth quarter), the utilisation of wholesale credit improved, and credit demand picked up
because of a revival in the capex cycle with an expectation of 15% growth in industrial capex in fiscal 2023. Banks are
estimated to have clocked a growth of 5% in fiscal 2022 and are expected to grow at 7-9% in fiscal 2023, with NBFCs
lagging with muted or marginal growth following a de-growth of 7% in fiscal 2022.

NBFCs’ real estate book remains muted with limited fresh disbursements

Real estate credit outstanding of NBFCs to have a muted growth in fiscal 2023
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Real estate loans at NBFCs are estimated to have been at Rs 1.6 trillion, as of fiscal 2022. The real estate sector was on
the path of recovery with gradual unlocking, better labour availability, income stability and key state government
initiatives by the end of fourth quarter of fiscal 2021. However, the recovery could not sustain for much longer, due to
the second wave of Covid-19 in first quarter of fiscal 2022, which led to restrictions in almost all major states and cities.
The second wave took a toll on the sector in terms of both sales and construction. Residential and commercial new project
launches remained subdued as well. Key organised set of players were placed relatively better than the rest on the back
of technological advancement (virtual site tour) and financial stability (continued operations at their site). However,
infrastructure construction activities were allowed to continue, despite local lockdowns with Central and state
governments spending on capex compared with the year-ago quarter, where the capex remained muted. The sentiment,
however, was lower sequentially, due to some labour migration attributable to the second wave of Covid-19 and
monsoons affecting construction activities.

In second quarter of fiscal 2022, the impact of second wave tapered, and the majority of business activities resumed.
Sales momentum has gradually picked up with states, such as Maharashtra and Karnataka, showing early signs of a
recovery. Factors such as the pace of vaccination drive and overall economic scenario returning to normalcy are
suggesting gradual building of sales momentum across key markets.

A few large players have been able to market and sell projects digitally. Real estate sales declined significantly in April
and May 2021, due to lockdown, although improvement was visible after June. Primary sales in top 10 cities are estimated
to have grown by 33-38% in fiscal 2022. However, with increasing asset-quality concerns, most lenders announced their
mid-term strategies since 2020 to reduce their exposure to wholesale lending (mostly real estate).

Credit outstanding of real estate loans grew at a CAGR of 12% between fiscals 2017 and 2020. IL&FS crisis hit the real
estate lending hardest among all the NBFC segments. Growth slowed down significantly to 6% in fiscal 2019 and a
decline of 4% in fiscal 2020 was witnessed. Increasing asset-quality concerns led to lenders being cautious to lend to
developers in fiscal 2021 as well. In fiscal 2021, Covid-19 hit the real estate segment hard with lockdowns and labour
migration leading to a sales decline of 26% in top 10 cities. The impact would have been much worse without government
interventions. Incentives such as lower repo rates, stamp-duty reduction by a few state governments and price cuts by
developers led to the improvement in sales in the second half of fiscal 2021.

CRISIL Research expects many lenders to stay cautious towards the real estate portfolio. However, lenders will be
positive towards lending to a few large-branded developers, who clearly outperformed others and continue to gain share.
The overall debt quantum of listed players has declined from Rs 0.68 trillion in fiscal 2019 to Rs 0.55 trillion in fiscal
2020 and further to Rs. 0.47 trillion in fiscal 2021. At an aggregate level, the real estate book of NBFCs is estimated to
have declined 7% in fiscal 2022, led by muted fresh disbursements and players reducing their exposure to the real estate
portfolio. A full economic revival in fiscal 2023 is not expected to result in a meaningful growth for the segment, due to
the strategic decisions by players. However, a few large lenders are expecting a pickup in real estate lending, especially
to renowned stronger builders, and the trend is expected to continue, assisting a revival in NBFC lending to real estate
and end the year with muted or marginal growth of 0-1% in fiscal 2023.

Residential real estate growth to stabilise in FY23 after 36% growth in FY22 on a low base of FY21
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Note: Top 10 cities include — Mumbai MMR, Bangalore, Pune, NCR, Kolkata, Hyderabad, Chennai, Kochi, Chandigarh,
and Ahmedabad.

In fiscal 2021, Covid-19 hit real estate segment hard with lockdowns, leading to a 26% decline in primary sales in the
top 10 cities. The impact would have been much worse without government interventions. Incentives such as lower repo
rates, stamp duty reduction by a few state governments, and price cuts by developers led to an improvement in sales in
the second half of fiscal 2021. Further, during fiscal 2022, with the increase in housing demand, sales in the top 10 cities
to have grown by an estimated 36% in fiscal 2022. Further, with the expectation of an increase in repo rates by an
additional 75-100 bps by the Reserve Bank of India (RBI; over and above the 40-bps increase in May 2021) will have an
impact on affordability during fiscal 2023. CRISIL Research expects the sales to be in range of 5-10% during fiscals
2022 and 2023.

NBFCs to lose market share to banks in real estate portfolio

Credit growth of Real estate loans (% yoy)
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Source: Company reports, CRISIL Research

Note: Credit deployment data published by RBI has undergone revision with effect from January 2021. Hence,
comparable banking numbers for previous fiscal are revised accordingly.

Prior to fiscal 2019, NBFCs aggressively expanded their real estate portfolio, but the NBFC crisis affected their books
hard. After fiscal 2019, banks started expanding their portfolio, as result of which, NBFCs which held market share of
43% in fiscal 2019 currently hold a share of 36% in fiscal 2022. CRISIL Research expects the trend to continue further
in fiscal 2023 with NBFCs losing another 100 bps on account of muted or marginal growth in fiscal 2023.

Government support and regulations

Government support in the form of restructuring and moratoriums will be beneficial to wholesale lenders over short term,
due to significant stress in the segment, worsened by the Covid-19 crisis. Over the long term, the wholesale finance
segment is expected to undergo major structural shifts.

Moratorium and restructuring:
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The Reserve Bank of India’s (RBI’s) move on one-time loan restructuring helped soften the pandemic’s impact on the
asset quality of NBFCs. Stressed real estate developers have been offered multiple resolution strategies

1. Even prior to Covid-19, 10-15% of real estate loans were under moratorium. This is called contractual moratorium,
which comes under business-as-usual restructuring.

2. In February 2020, the RBI allowed NBFCs to extend the Date of Commencement of Commercial Operations
(DCCO) by one year. Under this, developers who are unable to start commercial operations due to external factors
that are outside the control of promoters, can extend the repayment of loans by one year.

3. In May 2020, the RBI announced a resolution framework for Covid-19-related stress (commonly known as One-
Time Restructuring - OTR). While DCCO provides only extension of repayment by one year, OTR includes other
options for developers, such as extension of tenure, recalibration of interest rates, and offering further moratorium.
This framework was reintroduced again in May 2021 due to the second wave of Covid-19.

SWAMIH Fund:

The Ministry of Finance on September 14, 2019, announced a number of steps to revive the real estate sector and boost
economic growth. One among those is SWAMIH Fund (Special Window for Completion of Construction of Affordable
and Mid-Income Housing Projects Fund). Accordingly, an alternative investment fund (AIF) of Rs 25,000 crore — to
provide last-mile funding for stalled affordable-housing and mid-level projects - was created for investments, primarily
in the form of non-convertible debentures. The objective of the scheme is to trigger last-mile construction of stalled units
and ensure delivery to the home buyers.

Status of SWAMIH Fund (as of March 2022)

Parameters Nq o No of Dwelling Units Funding Sanctioned/ Funded Rs Bn
projects
Granted Final Approval 111 63,716 110
Granted Preliminary Approval 142 83,662 132
Progress as of March 2022 253 147,378 242

Source: Ministry of Finance, CIRISL Research

Key challenges

+  Few players dominate wholesale book; a few slippages can result in

Current stressed and high level of gross NPAs
concentrated » Currently, most of the developer segment is stressed visible in
portfolio higher moratoriums, higher NPAs

+ Many players announced their strategy to exit the wholesale portfolio

* Due to increasing asset quality concerns in wholesale segment and
liquidity crunch, repayments will have to be made through the actual
cash flows received from the borrowers

* Economic downturn and poor demand in the real estate, borrowers
are witnessing tight cash issues which increases the default risks

Limited refinancing
avenues

Source: Industry reports, CRISIL Research
Structural shifts

The stress in the wholesale segment is clearly visible in the higher NPAs and moratorium levels. Over years, most HFCs
and NBFCs have announced their strategy/focus to reduce their wholesale exposure. This will open up opportunistic
investments for private equity funds.
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Infrastructure finance — Industry Overview
NBFCs' infrastructure finance book to grow at a moderate pace in fiscal 2023

After a decline in non-banking financial companies’ (NBFC) infrastructure book in fiscal 2022, due to the pandemic-
induced weak demand for power, fiscal 2023 looks promising thanks to investments in renewable power and pick-up in
transmission and distribution (T&D) amid a surge in power demand. The book is estimated to grow 3-5%, albeit on a
low base of the previous fiscal.

Investments in the conventional and renewable energy sector to aid book growth

Book (Rs trillion) Share in book (FY22) Growth outlook for FY22 Growth outlook for FY23
FY22

20.59 NBFC: bank — 42:58 (0-2) % 3-5%
Source: Company reports, CRISIL Research

In fiscal 2022, NBFCs’ infrastructure finance book declined (0-2)% due to a ~36% on-year fall in disbursements by
Power Finance Corporation (PFC) and Rural Electrification Corporation Ltd (REC), which collectively account for 90-
95% of the market share. The fiscal continued to feel the impact of the pandemic. In fact, the first quarter of the fiscal,
which was expected to see a strong rebound over a low base of the previous year, was hit by the second wave and partial
lockdowns imposed by major states crimped demand.

However, with revival in industrial and commercial activities, demand has started rising. Early onset of summer has also
contributed to rise in demand for power.

14%

6527
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mmmm \BFC Infra book Outstanding (rs Billion) e Y-0-Y Growth Rate

Source: Company reports, CRISIL Research
Book growth to be driven by investments in renewable energy, revival in T&D
Renewable power

The focus on cleaner sources of power has moved investments materially from conventional generation to renewables.
PFC’s and REC’s renewable book (6-7% of their total outstanding portfolio) clocked a CAGR of ~25% between fiscals
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2018 and 2022. In fiscal 2023, growth will be driven by investments in the solar segment, which have consistently been
above Rs 200 billion over the past 3-4 years, though had dropped to Rs 178 billion in fiscal 2021. In the power generation
segment as well, investments in the transmission sector increased at ~2% CAGR between fiscals 2016 and 2020, but are
estimated to have fallen 10-12% in fiscal 2021, due to the pandemic-triggered slowdown in project implementation.

Over fiscals 2023-27, 70-75 GW of renewable capacities are expected to be added compared with 38 GW over fiscals
2018-22. Capacity additions will be driven by the following:

e NSM: Central-level allocations under NVVN Batch II, and JNNSM Phase Il Batch 11l and 1V are almost entirely
commissioned

e Other central schemes: The Solar Energy Corporation of India (SECI) has also started tendering projects outside
the INNSM Batch programme. It has initiated the Inter-State Transmission System (ISTS) scheme, wherein projects
are planned for connection with the ISTS grid directly. Under this, the SECI has already allocated ~16 GW (including
hybrid) and has another ~1.2 GW in the tendering phase. It has also allocated ~2.5 GW under other schemes
(including round-the-clock and peak power supply tenders) until March 2022

e State solar policies: With thrust from the central government, states have also set aggressive targets to be achieved
by 2022 under their solar policies. A total of ~7 GW is under construction based on already allocated schemes and
another 9 GW is in the tendering phase based on released tenders under various state policies

e PSUs: The Central Public Sector Undertaking (CPSU) programme under JNNSM has been extended to 12 GW in
February 2019. The government is also encouraging cash-rich public sector units (PSUs) to set up renewable energy
projects. In particular, NTPC has already commissioned over ~1,668 MW of capacity, allocated ~4 GW and tendered
a further ~1 GW under various schemes. It has a target of installing ~35 GW of renewable energy capacities by fiscal
2027. Similarly, NHPC had allocated 2 GW of projects in 2020, while the Indian Railways has committed to 20 GW
of solar power by 2030. Other PSUs such as NLC, defence organisations and governmental establishments are also
expected to contribute to this addition

o Rooftop solar projects: We expect 14-15 GW of rooftop solar projects (under the capital expenditure or capex and
operational expenditure or opex mode) to be commissioned by fiscal 2027, led by high industrial and commercial
tariffs and declining levelized cost of energy for these projects. However, growth in rooftop solar capacity additions
need to be supported by improvement in the distribution companies’ (discoms) infrastructure, continuation of net
metering regulations/benefits and other regulatory incentives

e Open-access solar projects: We expect 9-10 GW of open-access solar projects (under the capex and opex mode) to
be commissioned by fiscal 2027, led by sustainability initiatives/ renewable energy 100 targets of the corporate
consumers, better tariff structures and policies of states such as Uttar Pradesh and Maharashtra, which are more long
term in nature

Investments in solar to drive renewable growth FY23 onwards

Investments 2018 2019 2020 2021 2022 | 2923 3| p004p 2025P
(Rs billion) I |

Solar energy 318 219 213 178 466 || 726 || 546 589
Wind energy 115 107 141 106 86 || 185 || 193 197
Total Renewable 433 326 354 284 547 |1 755 | 725 695

Source: CRISIL Research
Transmission and distribution

Investments in the transmission segment are expected to surge to Rs 4-5 trillion over fiscals 2023 to 2027, led by robust
investments in inter-regional transmission by Power Grid Corporation of India Ltd coupled with steady investments from
various states to augment intra-state network, for a combined transformation capacity addition of 370-390 GVVA over the
period. Rising private sector participation and ultra-high-capacity green-energy corridors with expected investments of
Rs 430 billion will also support investments in the transmission segment.

The government’s focus on alleviating congestion in the transmission network is expected to translate into robust growth
in transmission capacities. About 370-390 giga volt ampere (GVA) transformation capacity (above 220 kV level) is
expected to be added over fiscals 2023 to 2027, reaching cumulative transformation capacity of 1,450-1,500 GVA by
fiscal 2027.
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Consequently, investments of Rs 4.0-4.5trillion are expected over the next five years in the transmission
segment compared with Rs 3.0-3.5 trillion over the past five years, which would widen the transmission network,
ensuring higher grid availability and improving power supply to all regions.

Investments (Rs 4-5 trillion) in the distribution segment over the next five years are expected to be driven by an increased
outlay from the central government on various distribution-related schemes, such as Deen Dayal Upadhyaya Gram Jyoti
Yojana (DDUGJY), Integrated Power Development Scheme (IPDS) and state investments to reduce aggregate technical
and commercial (AT&C) losses. Revamped Distribution Sector Scheme (RDSS) worth Rs 3.04 trillion could provide a
potential upside to investments in the distribution segment for network strengthening and efficiency improvement, but
its implementation remains a key monitorable.

CRISIL Research projects investments of Rs 19-20 trillion in the power sector over the next five years. The share of
generation, T&D segments over the forecast period is expected to be largely unchanged, with similar investments across
the segments.

Investments in T&D to gather pace FY23 onwards
Investment in transmission (Rs trillion)
4-5

35
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Source: Company reports, CRISIL Research

These investments will also open up an opportunity, as PFC and REC have been at the forefront of lending to renewable
generation as well as power T&D segments, which will lead to an increase in their disbursements going forward.

This is expected to drive book growth for PFC and REC by 3-5% in fiscal 2023. As these loans are of long tenure of 8-
10 years, repayments rates are lower at 12-15% leading to a stable book growth for PFC and REC.

Share of distribution segment in overall disbursements is expected to remain high

Disbursement split of top 3 infrastructure finance companies

2017 2018 2019 2020 2021 2022

m Generation ®Transmission = Distribution Renewable  mOthers

Note: Others include cement, city gas distribution, short-term loans
Source: Company reports, CRISIL Research
Infrastructure credit growth remained flat in fiscal 2022

Over the past couple of years, the government’s focus on infrastructure spending has increased significantly. The National
Infrastructure Pipeline (NIP) aims to invest Rs 111 lakh crore by 2025 in energy, infrastructure, airports, ports and
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railways sectors. Through this plan, there is a huge thrust on the roads segment, where the government plans to invest
~20 lakh crore over the next four years. Similar spending is expected in the energy segment as well, where the government
aims to invest ~27 lakh crore over the next four years.

it I

Banks NBFC

Infra Finance Portfolio
(Rs. trillion)

Y-o-Y Growth (March 22 ﬁ 9% <:> 0.4%

over March 22)

12.02 83

Portfolio Break-up (FY22)

Power ﬁ 51% 98%
Road 23% 0-1%

Telecom 11% 0%
other  FHT 15% 0-1%

Note: Top three players accounting for ~90% of the book are included in the NBFC break-up calculation
Source: Company reports, RBI, CRISIL Research

In order to revive the roads sector, amidst the pandemic-led disruption, the National Highways Authority of India
(NHALI) awarded 4,818 km in fiscal 2021 — a three-fiscal high. Of these, 54% was awarded under the hybrid annuity
model (HAM), 3% under the build-operate-toll (BOT) mode, and the remaining under the engineering, procurement and
construction (EPC) mode. Favourable changes in the BOT and HAM agreements and relaxation of bidder eligibility
criteria indicate a clear policy shift last fiscal to improve private sector participation.

The trend is expected to continue with awards likely to range 4,500-5,000 km in the long term and 4,000-4,500 km per
year over the medium term, as developers will be able to free up capital through stake sales supported by the strong
pipeline of projects under Bharatmala and NIP.

This will drive demand in infra financing, and boost banks such as SBI, Axis and PNB which also lend in this space.
Share of NBFCs in infrastructure financing expected to decline further

NBFCs outpaced banks in infrastructure finance in fiscal 2021but the growth is expected to decline going further with
banks catching up faster than NBFCs. Though banks’ infrastructure spending grew 19% in fiscal 2019, compared with
9% growth for NBFCs, it remained flat at 2-3% in fiscals 2020 and 2021, which is when NBFCs increased their share in
Infrastructure financing.

In fiscal 2022, banking credit to the infrastructure segment grew 9%, while the NBFC book grew only 0-2% due to poor
disbursements. Though disbursements are expected to pick up this fiscal, registering an estimated book growth of 3-5%,
banking credit to the infrastructure segment is expected to increase 7-9%. This will lead to further loss in NBFCs' share
in fiscal 2023.

Source: CRISIL Research
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OUR BUSINESS

Unless otherwise stated or the context requires otherwise, references in this section to “we”, “us” or “our” refers to
L&T Finance Limited.

Some of the information in the following section, specifically the information in relation to our plans and strategies,
contain certain forward looking statements that involve risks and uncertainties. You should read “Forward Looking
Statements” on page 17 for a discussion of risks and uncertainties related to those statements and also “Risk Factors”
on page 18, for a discussion of certain factors that may affect our business, financial condition or results of operations.

Our actual results may differ materially from those expressed in or implied by these forward-looking statements. Unless
otherwise stated or the context otherwise requires, the financial information used in this section is derived from our
Unaudited Financial Results and Reformatted Financial Information.

We have included various operational and financial performance indicators in this section, some of which may not have
been derived from our Unaudited Financial Results, Reformatted Consolidated Financial Information or Reformatted
Standalone Financial Information and which may not have been subject to an audit or review of the Statutory Auditors.
The manner in which such operational and financial indicators are calculated and presented, and the assumptions and
estimates used in the calculation, may vary from that used by other entities in the business similar to ours. You should
consult your own advisors and evaluate such information in the context of the Unaudited Financial Results, Reformatted
Consolidated Financial Information and/or Reformatted Standalone Financial Information and other information
relating to our business and operations included in this Draft Shelf Prospectus.

Pursuant to the Scheme of Amalgamation of L&T Infrastructure Finance Company Limited and L&T Housing Finance
Limited (the ‘merged entities’) with the Company, which is accounted as a common control business combination in
accordance with Appendix C of the Indian Accounting Standard (Ind AS) 103 - "Business Combinations”, the figures
reported for Fiscal 2020 is based on comparitive previous year's numbers included in the Audited Financial Results for
Fiscal 2021 prepared in accordance with Indian Accounting Standard 103.

Unless otherwise indicated, industry and market data used in this section has been derived from industry publications
and other publicly available information, including, in particular the report titled the industry report titled “NBFC
Report 20217 (June, 2022 update) prepared by CRISIL Research, report titled “Macro-Economic Overview” released
by CRISIL Research as published in September 2022.

Overview

Our Company is a professionally managed non-deposit taking, systemically important NBFC registered with RBI and a
wholly owned subsidiary of L&T Finance Holdings Limited. Our Company is a leading non-banking financial services
companies in terms of total loans outstanding, with total adjusted loans and advances outstanding aggregating to
81,621.52 crore and % 83,334.99 crore as of June 30, 2022 and March 31, 2022, respectively on a standalone basis. Based
on the revised regulatory framework prescribed by the RBI for NBFCs, our Company has been re-classified under the
category “Investment and Credit Company- NBFC (ICC-NBFC)” by RBI.

We are a wholly owned subsidiary of L&T Finance Holdings Limited, a Non-Banking Finance Company—Core
Investment Company (“NBFC-CIC”) and are a part of the larger L&T group, one of the leading business conglomerates
in India, with presence across infrastructure, power, heavy engineering, hydrocarbons, IT and technology services,
financial services, project development, metallurgical and material handling, realty, shipbuilding, construction
equipment, machinery and industrial products sectors.

Our Company has in line with the group strategy of LTFS Lakshya 2026 taken steps towards creating a digitally enabled
retail finance company and accordingly our business segments have been categorised to align with the group strategy.
Our primary business comprises of two broad segments i.e., Retail Business and Wholesale Business. Retail Business
accounted for 58.56% and Wholesale Business accounted for 40.85% of our total adjusted loans and advances as of June
30, 2022, on a standalone basis.

Our Retail Business comprises of rural business finance which includes primarily our micro loans business; farmer
finance which includes tractor loans and urban finance which includes products like two-wheeler finance, consumer
loans, home loans and loan against property. Recently, we have launched a new product as SME (Small and Medium
Enterprises) including loans to professionals and mid-size entrepreneurs. As of June 30, 2022, our total adjusted loans
and advances for our Retail Business was % 47,793.74 crore, with ¥ 14,397.08 crore, % 11,597.06 crore, ¥ 21,606.89 crore,
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% 126.44 crore and X 66.27 crore of adjusted loans and advances under our rural business finance, farmer finance, urban
finance, SME loans and acquired portfolio, respectively, on a standalone basis.

Our Wholesale Business includes real estate finance and infrastructure finance to large corporates. Our total adjusted
loans and advances under our real estate finance and infrastructure finance were < 9,809.06 crore and X 23,529.54 crore
as on June 30, 2022, respectively, on a standalone basis.

Our business operations are spread throughout India and we have 1,732 branches in across 20 states and one union
territory, as of June 30, 2022.

Our total income on a standalone basis for the Fiscals 2022, 2021 and 2020 was % 11,445.16 crore, % 12,693.07 crore and
% 13,042.27 crore, respectively. Our profit for the year on a standalone basis, for the Fiscals 2022, 2021 and 2020 was
%807.98 crore, X 1.36 crore and X 700.76 crore, respectively. Our total income and profit for the three months period
ended June 30, 2022 on a standalone basis was %2,962.50 crore and % 214.00 crore, respectively. Gross stage 3 assets
were 4.41%, 4.33%, 6.39% and 6.44%* of our loan portfolio under management for the three months period ended June
30, 2022, and the Fiscals 2022, 2021 and 2020, respectively, on a standalone basis.

*pre-merger, as reported to RBI

The following table sets forth certain key details of our Company, for the periods indicated on a standalone basis:

(Zin crore)

As at and for three months|  As at and year ended March 31,

ended June 30, 2022 2022 2021 2020
Total Adjusted Loans & Advances Outstanding 81,621.52 83,334.99 | 85,543.81 | 89,588.07
Total Disbursements 10,460.90 | 37,201.88 | 27,674.12 | 35,858.07
Average Assets Under Management 82,923.14 81,396.10 | 90,165.90 | 91,469.11
Total income 2,962.50 11,445.16 | 12,693.07 | 13,042.27
Profit for the Year/ Period 214.00 807.98 1.36 700.76
Gross Stage 3 Assets (GS3) (%) 4.41% 4.33% 6.39% 6.44%*
Net Stage 3 Assets (NS3) (%) 2.02% 2.10% 1.93% 2.61%*

*pre-merger, as reported to RBI

Our Corporate Structure

L&T Finance Holdings Limited (“LTFHL”)

L&T Finance Limited (“LTFL”)

(wholly owned subsidiary of LTFHL)

100% ‘

L&T Infra Investments Partners
Advisory Private Limited

(wholly owned subsidiary of
LTFL)

Our Strengths

100%

L&T Infra Investments Partners

Trustee Private Limited
(wholly owned subsidiary of LTFL)

76%

L&T Infra Credit Limited
(formerly known as L&T Infra Debt

Fund Limited)
(76.64% held by LTFL)

Customer-centric approach driven by scalable digital solutions and automation

We are a digital enabled finance company and have been an early adopter of scalable digital solutions in order to improve
customer experience and/or operational efficiencies. Use of digital channels and data analytics, a journey our Company
started way back in 2016, has enabled us respond to market expectations and to cater to a geo-agnostic customer across
the nation. Whether for customer profile identification, credit evaluation, collection efficiency and analysis, customer
retention and cross selling, our technical acumen in deploying digital solutions and analytics has helped us drive scale,
build efficiencies and enhance our access to customers in geographical regions where we previously did not have a
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significant physical presence.

We keenly believe in the benefits of digitization, both for customer-facing activities as well as throughout our broader
operations. We entail the use of technology at every possible step of the loan, spanning underwriting, analytics-based
decision-making, real-time integration with credit bureaus, GPS tagging, mobile-based fraud risk management and
others. We have also used analytics and bureau information to strengthen our collections processes. Our proprietary
‘PLANET by L&T Finance’ application has been designed with the aim of making the customer journey seamless, with
simple and easy-to-understand process / steps / journeys. We provide end-to-end digital workflows covering the entire
customer journey starting directly from lead generation to customer onboarding to customer servicing.

‘PLANET by L&T Finance’ application is building its reputation as a one stop solution for new and existing customers
with features like repayment solutions, servicing capabilities, credit score being available.

We believe that adoption of digital operating model has improved the customer experience through accessibility,
paperless processes, self-service options and faster turnaround time. Operationally, digitisation has benefited us through
wider reach, improved processes, increased productivity, reduced costs, improved collections through data-driven early
warning systems, and better cross-selling opportunities.

Significant presence across diversified businesses

Our Company is one of the leading non-banking financial services companies in India with total adjusted loans
outstanding aggregating to X 81,621.52 crore and % 83,334.99 crore as of June 30, 2022 and March 31, 2022, respectively,
on a standalone basis.

Our Retail Business includes rural business finance, farmer finance, urban finance (two wheeler, consumer loans, home
loans and loan against property), SME loans which cater to women entrepreneurs, farmers, individuals, small and
medium-sized enterprises. Our Wholesale Business (infrastructure finance and real estate), our customers include large
corporates and real estate developers.

Rural Finance Business

Rural business finance (RBF): Under RBF vertical, we primarily offer finance to women entrepreneurs in the rural market
through 1,542 branches covering across 17 states in India, as of June 30, 2022. Our Company’s RBF business works on
a data analytics-based sourcing and monitoring model which takes into account local demographics, socio-economic
factors, income assessment along with both village and borrower specific credit appraisals.

Farmer finance: In the Company’s farmer finance business, our Company has over 15 years of operating experience in
rural markets. We benefit from the reach of our branch network, continued association with large OEMs and strong
relationship with more than 3,000 farm equipment dealerships which allows us to provide on-site financing. In addition,
we have also initiated Digital offering to the customer which enables faster TAT and enhanced customer experience.

Urban Finance:

A) Two-Wheeler: Our Company started our two-wheeler financing business in 2012 and we have 85 branches in 19
states and 1 union territory in India as of June 30, 2022. Our Company seeks to differentiate ourselves in the two-
wheeler finance business through the effective use of algorithm driven mobile-based solutions, relying on digital
customer checks, digital data capture and other automated processes. Our Company shares relationships with all
large two wheeler OEMs and over 7,000 two-wheeler dealerships as of June 30, 2022, which helps us source, and
better serve, our customers.

B) Home loan and Loan Against Property: In the home loan business, our Company focuses on the (a) salaried; and (b)
self-employed non-professionals, through our presence in 27 locations across India as of June 30, 2022. The Home
Loan Sanction process is partially paperless which we believe has been instrumental in quicker turnaround of
proposals. Our Company offers loan against property across all states in India, catering primarily to the self-
employed non-professional/professional customer segment against equitable or registered mortgage of residential or
commercial or industrial properties.

C) Consumer loans: We offer viable financial solutions to assist our customers with immediate financial needs, thus

helping them achieve goals as per their requirements. Our consumer loans disbursal process is completely digital
with quick approval process and competitive interest rates. We provide consumer loans to both salaried and self-
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employed professionals.

D) Small and Medium Enterprises (SME) Lending Business: In Fiscal 2022, our Company commenced lending to the
SME (Small and Medium Enterprises to SEP and SENP) sector with a specific focus is on low-risk customers /
sectors / ticket size that have demonstrated resilience in the face of COVID-19 induced pandemic. For the SME
lending business, our company is working to provide a differentiated experience to customers, based on an end-to-
end seamless digital journey.

In this business, our Company provides financing through unsecured business loans of X 5 lakh to % 50 lakhs ticket
size and lends to self-employed professionals and small businesses across manufacturing, trading and services, which
have an established track record.

Wholesale Business:

A) Infrastructure Business: Our Company’s infrastructure business primarily comprises financing of projects largely in
the infrastructure sector with a view towards environmental sustainability. The business focuses on financing viable
renewable energy generation, road transportation and power transmission projects. Our Company provides
customised debt financing solutions with an emphasis on structuring of loans based on projected cash flows of the
project/ borrower, in compliance with our internal guidelines/ standards.

B) Real Estate Finance Business: Our Company has underwritten financing solutions to address the funding
requirements of real estate developers across six select urban locations, i.e., Mumbai, Pune, NCR, Bangalore,
Chennai, and Hyderabad, concentrating on prominent real estate developers having robust delivery and performance
records on the basis of their financial strength, business strength, past experience, and market reputation.

Strong appraisal, structuring and syndication capabilities

Our Company’s loan appraisal, approval and structuring procedures have been customised to suit the needs of our clients
in each of the financing businesses.

For our Retail Business, we have adopted a simple and prompt loan appraisal system with standardised documentation.
We rely on data analysis and digital processes to offer paperless journey and deliver quick-turnaround times across all
our Retail Business. Our Company has built analytics-based algorithms and evaluation metrics based on the inputs from
the portfolio trends over the years in our Retail Business. These metrics include macro-economic indicators,
demographics, credit repayment history, credit bureau data that assist in evaluation of the creditworthiness of a borrower.
Our Company analyses the historical data and trends at state-wise / district wise / pin-code wise inputs on these metrics,
which are used for loan disbursement and assessing collection patterns, credit stress on borrowers and likelihood of
default. Credit decisions for Retail Business are Rule based, generally objective and are adjusted with risk based pricing.
Once the loan has been approved and disbursed, these metrics help us assess early warning signals in line with our risk
management policies. Consequently, we have a centralized and automated credit appraisal process.

Robust risk management framework

Risk management forms an integral part of our business and we recognize the importance of risk management towards
our long-term success. We have a risk management framework in place and is supervised periodically by the Risk
Management Committee which reviews our Company’s risk appetite on a quarterly basis. We have an extensive pan
India reach and have a diversified portfolio across businesses. We are well within risk appetite limits set by us. This
ensures that planned business activities provide an optimised balance of return for the risk assumed within the targeted
risk appetite. The risk management framework includes risk appetite statement, risk limits framework, risk dashboards
and early warning signals.

We believe our focused strategy of building an effective risk culture and framework has helped our Company to achieve
highest credit rating of ‘AAA / A1+’ by CRISIL, ICRA, CARE and India Ratings. The strong risk management, rule-
based centralized underwriting and strong early warning signal monitoring has led to improved asset quality in our
business. As of June 30, 2022 and March 31, 2022, our gross stage 3 assets accounted for 4.41% and 4.33% , respectively,
on a standalone basis. As of June 30, 2022, the provision coverage ratio stood at 55.28%, on a standalone basis.

Further, we believe that having a strong macro-prudential provision approach has helped us in staying resilient in the

face of economic challenges and has also helped our organization strengthen our financial system and reduce the build-
up of systemic risks. It provides a backup fund for any unforeseen risk that is over and above the expected credit losses
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on gross stage 3 assets and standard asset provisions. As of June 30, 2022, the total additional provisions including macro
prudential provisions and enhanced provisions on standard book stand at 1.85%, being 1,425 crore, on total standard
book principal exposure.

Experienced and professional management team

Our Company has a professional and experienced management team. Each of our businesses are led by senior executives
who are, generally, also responsible for certain other major organisational functions of our Company. Our senior
managers have diverse experience in various financial services businesses across functions related to our business. Our
senior managers have an in-depth understanding of the specific industry, products and geographic regions we cover,
which enables us to appropriately lead and provide guidance to our employees. Also, our Board has extensive experience
in the financial services and banking industries in India. Further, we have instituted several training and mentorship
programs for our junior and mid-management employees. Our Company has successfully recruited and retained talented
employees from a variety of backgrounds, including credit evaluation, risk management, treasury, technology and
marketing.

Brand recall and synergies with L&T

L&T group is one of the leading business conglomerates in India, with presence across infrastructure, power, heavy
engineering, electrical and automation, hydrocarbons, IT and technology services, financial services, project
development, metallurgical and material handling, realty, shipbuilding, construction equipment, machinery and industrial
products sectors. Our Company believes that our relationship with L&T provides brand recall and we continue to derive
significant marketing and operational benefits from this relationship. For example, our Company has largely grown our
housing business by leveraging on L&T’s relationships with real estate developers, its ability to assess developers and
projects and its know-how of the processes and timelines involved. Similarly, in our infrastructure business, we leverage
on L&T’s in-depth sector knowledge to assess projects and operational risk. Further, we believe, there are opportunities
presented by other businesses of L&T for the growth of our operations.

Our Strategies

Further enhance technology systems and data analytics as a competitive advantage

To reduce costs and manual intervention in favour of automated processes, improve productivity and performance,
manage risk, approve loans at a quicker rate and have a competitive advantage, our Company intends to continue to

leverage technology. The key technology initiatives that our Company intends to implement in this regard, are as follows:

e implement cloud-based loan origination and loan management systems to enable quicker operations and allow
scalability in cloud capacity as and when more computing is required and scale down when there is less demand;

e revamp the mobile-based platform and extend it across our businesses, with an emphasis on automated processes as
a substitute to manual input of data to reduce operational costs and errors;

e consolidate our current loan management systems across various lines of business with an integrated loan
management system, to enable seamless data sharing across businesses;

o |everage external data sources for pre-populating KYC details and generate computerized application forms and rely
on customers’ electronic signatures in order to achieve lower costs, decreased risk of fraud and quicker turn-around
times;

e increasingly utilize electronic payment gateways for transactions; and

e improve customer experience through implementation of user accessible applications which are connected to
transmit real time information and enable direct connections with banks to make disbursements.

Our Company believes that, as we develop and integrate such programs into our business, we can further capitalise on
the reach of our offices and increase our market share. The adoption of a mobile-based solution and related automated
processes is aimed at streamlining our customer acquisition processes and creating a data management platform to run
our customer acquisition campaigns.

Further, while our Company has deployed data analytics in our business operations, particularly for our Retail Business,
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we intend to expand its usage across all our businesses and functions. Our Company intends to increasingly shift from
discretion-based loan approval to 100% rule-based underwriting, relying on established evaluation metrics and
parameters and similarly drive our collection strategy based on data analytics. For example, for our urban finance and
rural business finance businesses we analyse data gathered for loan disbursement and assessing collection patterns, credit
stress on borrowers due to delay or inability to pay and likelihood of default. Our Company intends to expand its use for
our farmer financing business. Our Company also intends to increasingly add additional external and public data inputs,
such as telecom payments, credit bureau assessments, utility payments, credit history with other lenders and real time
bank account information as data points into our evaluation metrics. We believe these initiatives will further augment our
cross-selling engine swiftly, for example top-up and refinancing loans, sale of two-wheeler loans to farmer finance
customer or Rural Business Finance loan clients, among others. Further, adoption of data analytics will also help us
increasingly assess customers using algorithms, particularly those customers who do not have a credit history and have
historically been under-served.

Grow our key businesses

Our Company intends to grow our market share, improve margins and profitability and become distinctive in each of our
key businesses as follows:

e For our Company’s Rural business finance, we intend to expand our branch network Pan India, as well as penetrate
into newer geographies depending on the business potential of the location. We believe this will allow us to expand
to markets which are under-served while reducing our dependence in saturated / underperforming markets. In
opening each branch or site, we analyse the market landscape, industry delinquency, local market and proximity to
target customers.

o Inthe Farmer finance business, we seek to grow our presence at dealerships and points of sale for local farmers and
seek to strengthen our relationships with equipment manufacturers, input providers, crop sellers by providing trade
advances and improved service propositions. We further intend to leverage our native digital platform for offering
differentiated products to farmers to serve their end-to-end financing needs during the entire crop cycle.

e In the Urban business, we intend to deepen our presence into new cities along with expanding our branch network
in cities that we are currently present in. Our company seeks to strengthen our dealership / DSAs proposition for two
wheelers and home loans businesses. For consumer finance, we intend to build direct autonomous connect with the
customers by leveraging our digital channels as a key to customer acquisition. We strongly believe that with the
seamless direct autonomous customer proposition, our urban finance vertical will be able to deliver significant
growth.

e In the SME lending business, our Company plans to expand into new cities, which have been chosen based on
industry attractiveness and detailed evaluation metrics to deliver differentiated credit cost. The metrics for
geographical evaluation include, but are not limited to, population demographics, industry portfolio quality, law and
order situation and environmental factors. Even within the geographies shortlisted, certain pin-codes may be
restricted for business based on findings from on-ground survey and market feedback collected by our field staff.

o In our Company’s infrastructure business, we will continue having a strong sell down model with higher churn
resulting in an asset light model.

Emphasise fee income and cost efficiency to deliver improved performance metrics

Our Company intends to develop our lending business model in a manner such that we reduce our reliance on net interest
margins alone and shift to a combination of net interest margin and fee-based income and profitability. We believe this
strategy serves as an effective mitigation mechanism from potential interest rate volatility. For example, in our rural
business we have launched a model that, in addition to generating interest income as part of a loan, accrues fees received
from equipment manufacturers and arranger fees from ancillary products sold along with the loan.

Further, we endeavour to achieve increasing cost efficiencies through initiatives such as rationalizing inefficiencies in
processes by reducing manual data entry errors and removing unnecessary procedures between loan application
submission to disbursement, streamlining our branch network through consolidation of branches and increasing use of
information technology and data analytics.
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Sustainable future growth through ESG

Our Company working towards being an environmentally and socially responsible financial institution built on the
foundation of ‘Assurance’, focused on generating sustainable long-term value for all our stakeholders. Our intention is
to mainstream ESG practices into business, operations and value chain. We working towards developing ESG specific
risk assessment tools and risk appetite statements and setting up ESG dashboard across operations and businesses.

Key Operational and Financial Parameters

A summary of our key operational and financial parameters for the last three completed Fiscals on a standalone and
consolidated basis, and for the three months period ended June 30, 2022 on a standalone basis are as follows:

Our key operating and financial metrics (on a consolidated basis) as at March 31, 2022, 2021 and 2020 are as follows:

(< in crore)

Parameters | Fiscal 2022 | Fiscal 2021 | Fiscal 2020

Balance Sheet
Net Fixed assets! 19.41 22.56 36.31
Current assets? 55,443.41 51,185.33 51,144.19
Non-current assets® 49,617.45 54,640.94 57,639.55
Total assets 1,05,080.27 1,05,848.83 1,08,820.05
Non-Current Liabilities® (including maturities of long- 39,087.44 50,740.76 57,352.37
term borrowings and short term borrowings)

Financial (borrowings, trade payables, and other financial 39,086.53 50,740.20 57,352.37

liabilities) Nete 1

Deferred tax liabilities (net) 0.28 - -

Provisions 0.63 0.56 -
Current Liabilities* (including maturities of long-term 48,443.45 38,418.98 34,807.23
borrowings)

Financial (borrowings, trade payables, and other financial 48,179.51 38,084.82 34,668.99

liabilities) Nete 1

Other non-financial liabilities 53.47 40.59 5.70

Deferred tax liabilities (net) - 0.20 -

Provisions 26.15 27.01 33.28

Current tax liabilities (net) 184.32 266.37 99.26
Equity (including other equity) 17,056.44 16,214.16 16,173.95
Non-controlling interest 492.94 474.92 486.50
Total equity and liabilities 1,05,080.27 1,05,848.83 1,08,820.05
Profit and Loss
Total revenue!® 12,175.32 13,598.45 13,960.20

From operations'* 11,787.13 13,254.75 13,664.76

Other income 388.19 343.70 295.44
Total Expenses 11,088.63 13,124.51 12,138.22
Exceptional Item - - -
Profit / (Loss) before tax 1,086.69 473.94 1,821.98
Profit / (Loss) after tax*! 794.71 46.02 917.29
Other comprehensive income 62.68 41.50 (159.25)
Total comprehensive income 857.39 87.52 758.04
EPS™
(a) Basic 3.03 0.20 3.23
(b) Diluted 3.03 0.20 3.23
Cash Flow
Net cash generated from operating activities 5,348.64 5,291.14 1,863.79
Net cash used in / generated from investing activities (5187.31) (1,961.10) (106.04)
Net cash used in financing activities (940.17) (3,378.04) 2,031.41
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Parameters Fiscal 2022 Fiscal 2021 Fiscal 2020
Add : Opening cash and cash equivalents as at the beginning 5,547.83 5,595.83 1,806.67
of the year
Cash and cash equivalents 4,768.99 5,547.83 5,595.83
Additional information
Net worth ’ 16,407.93 15,518.30 15,523.59
Cash and Cash Equivalents 4,768.99 5,547.83 5,595.83
Assets under Management® 88,340.85 94,013.43 98,384.00
Off Balance Sheets Assets® 529.17 340.16 2,258.21
Total Debts to Total assets'® 0.82 0.83 0.84
Debt Service Coverage Ratios NA NA NA
Interest Income 11,680.33 13,100.31 13,254.10
Interest Expense 5,727.96 7,062.82 7,380.64
Interest service coverage ratio NA NA NA
Provisioning & Write-Offs'® 3,082.83 3,631.63 2,311.76
Gross Stage 3 (%)% 4.08% 5.80% 6.44%
Net Stage 3 (%) 1.98% 1.74% 2.61%
Tier | Capital Adequacy Ratio (%) NA NA NA
Tier Il Capital Adequacy Ratio (%) NA NA NA
Note 1-
As at March 31, 2022 | Asat March 31, 2021 | Asat March 31, 2020
Particulars Within 12 | Within 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
Trade payables
(i) Total outstanding dues of micro - - - - -
enterprises and small enterprises
(ii) Total outstanding dues of 426.08 - 369.21 - 224.21 -
creditors  other than  micro
enterprises and small enterprises
Other payables
(i) Total outstanding dues of micro - - - - -
enterprises and small enterprises
(ii) Total outstanding dues of 6.49 - 5.07 - 0.83 -
creditors  other  than  micro
enterprises and small enterprises
Debt securities 19,699.80 | 22,494.30 | 15,456.74 | 29,917.74 | 14,502.59 | 28,027.03
Borrowings (other than debt | 26,701.20 | 13,655.20 | 21,339.21 | 17,318.90 | 19,574.90 | 25,760.46
securities)
Subordinated liabilities 668.82 2,914.68 400.99 | 3,423.28 190.41 3,469.69
Lease liability 13.18 22.35 9.90 24.15 9.93 26.41
Other financial liabilities 663.93 0.01 503.70 56.13 166.12 68.78
Total 48,179.51 | 39,086.53 | 38,084.81 | 50,740.20 | 34,668.99 | 57,352.37
Definitions-
1. “Net fixed assets” refers the net value of “property, plant and equipment (PPE)” as per Ind AS 16. Net value is

computed as gross value less accumulated depreciation of PPE.

2.  “Current assets” includes all financial assets and non-financial assets which are expected to be realised within
twelve months after the reporting date.

3. “Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined above.

4.  “Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial
liabilities which are due to be settled within twelve months after reporting date.

5. “Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all
financial and non-financial liabilities other than current liabilities.

6. Equity (including other equity) refers to equity attributable to owners of the company

7. “Net worth” refers to the aggregate value of the paid-up share capital and all reserves created out of the profits and

securities premium account, after deducting the aggregate value of the accumulated losses, deferred expenditure
and miscellaneous expenditure not written off, as per the audited balance sheet, but does not include reserves created
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out of revaluation of assets, write-back of depreciation and amalgamation as per Section 2(57) of Companies Act,

2013

8. Assets under Management refers to total adjusted loans & advances.
9. Off Balance Sheets Assets refers to Non-Fund Based Exposures.

10.
11.
12.
13.
14,
15.
16.

Total revenue refers to the total income.
Profit/(Loss) after tax refers to profit for the year.

Net Stage 3 (%) refers Net NPAs to Net Advances %
From operations refer to revenue from operations
EPS refer to Earnings Per Equity Share

Gross Stage 3 (%) refers Gross NPAs to Gross Advances %

instruments under amortised cost category and Impairment on financial instruments

17.
worth.
18.
total assets.

Provisioning & write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial
Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / Net

Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) /

Our key operating and financial metrics (on a standalone basis) as at March 31, 2022, 2021 and 2020 are as follows:

(< in crore)

Parameters | Fiscal 2022 | Fiscal 2021 | Fiscal 2020

Balance Sheet

Net Fixed assets! 19.41 22.56 36.31
Current assets? 50,971.76 49,220.45 49,605.87
Non-current assets® 45,180.66 46,965.74 49,557.29
Total assets 96,171.83 96,208.75 99,199.47
Non-Current Liabilities® (including maturities of long- 33,597.84 43,255.75 49,642.76
term borrowings and short term borrowings)

Financial (borrowings, trade payables, and other financial 33,597.84 43,255.75 49,642.76

liabilities)Noe !

Provisions - - -
Current Liabilities (including maturities of long-term 46,082.76 37,331.77 33,922.12
borrowings)

Financial (borrowings, trade payables, and other financial 45,849.99 37,095.06 33,786.20

liabilities)Noe !

Other non-financial liabilities 51.36 39.70 4.77

Provisions 25.86 26.57 31.89

Current tax liabilities (net) 155.55 170.44 99.26
Equity (including other equity) 16,491.23 15,621.23 15,634.59
Total equity and liabilities 96,171.83 96,208.75 99,199.47
Profit and Loss
Total revenue® 11,445.16 12,693.07 13,042.27

From operations'® 11,057.58 12,349.31 12,747.98

Other income 387.58 343.76 294.29
Total Expenses 10,353.29 12,360.83 11,438.19
Profit / (Loss) before tax 1,091.87 332.24 1,604.08
Profit / (Loss) after tax'° 807.98 1.36 700.76
Other comprehensive income/ (loss) 62.02 43.17 (159.09)
Total comprehensive income 870.00 44.53 541.67
EPS™
(a) Basic 3.01 0.01 2.61
(b) Diluted 3.01 0.01 2.61
Cash Flow
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(< in crore)

Parameters Fiscal 2022 Fiscal 2021 Fiscal 2020

Net cash generated from operating activities 1,928.55 4,761.01 2,243.71

Net cash used in / generated from investing activities (1,726.55) (2,471.20) 376.24

Net cash used in financing activities (281.00) (3,235.28) 1,013.62

Add : Opening cash and cash equivalents as at the 4,312.83 5,258.30 1,624.73

beginning of the year

Cash and cash equivalents 4,233.83 4,312.83 5,258.30
Additional information
Net worth 8 15,876.71 14,961.35 14,985.81
Cash and Cash Equivalents 4,233.83 4,312.83 5,258.30
Assets under Management’ 83,334.99 85,543.81 89,587.98
Off Balance Sheets Assets® 529.17 340.16 2,105.06
Total Debts to Total assets?’ 0.81 0.83 0.84
Debt Service Coverage Ratios NA NA NA
Interest Income 10,969.31 12,206.78 12,374.41
Interest Expense 5,065.27 6,357.30 6,728.91
Interest service coverage ratio NA NA NA
Provisioning & Write-Offs'® 3,037.70 3,605.59 2,309.49
Gross Stage 3 (%)% 4.33% 6.39% 6.44%*
Net Stage 3 (%)% 2.10% 1.93% 2.61%*
Tier | Capital Adequacy Ratio (%) 17.86% 17.00% 15.87%
Tier 1l Capital Adequacy Ratio (%) 2.91% 3.54% 2.44%

*pre-merger, as reported to RBI

Our key operating and financial metrics (on a standalone basis) for the three months period ended June 30, 2022 are as

follows:

(< in crore)

Parameters | Three months period ended June 30, 2022
Profit and Loss
Total revenue 2,962.50
From operations 2,815.70
Other income 146.80
Total Expenses 2,674.36
Exceptional Item
Profit / (Loss) before tax 288.14
Profit / (Loss) after tax 214.00
Other comprehensive income 33.20
Total comprehensive income 247.20
EPS
(a) Basic 0.80
(b) Diluted 0.80
Note 1
Particulars As at March 31, 2021 As at March 31, 2021 As at March 31, 2020
Within 12 | Within 12 | Within 12 After 12 Within 12 After 12
months months months months months months
Trade payables 436.09 - 364.91 - 208.63 -
Other payables 6.49 - 5.07 - 0.83 -
Debt securities 17,44253 | 17,223.08 | 1454412 | 22,686.36 | 13,707.45| 20,603.46
Borrowings (other than debt 26,701.20 | 13,655.20 | 21,339.21 | 17,318.90 | 19,574.90 | 25,760.46
securities)
Subordinated liabilities 600.37 2,697.22 331.38 3,170.21 120.27 3,183.65
Lease liability 13.18 22.35 9.90 24.15 9.93 26.41
Other financial liabilities 650.13 500.47 56.13 164.20 68.78
Total 45,850.00 | 33,597.84 | 37,095.06 | 43,255.75 | 33,786.21 | 49,642.76
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Definitions-

1.  “Net fixed assets” refers the net value of “property, plant and equipment (PPE)” as per Ind AS 16. Net value is
computed as gross value less accumulated depreciation of PPE.

2. “Current assets” includes all financial assets and non-financial assets which are expected to be realised within
twelve months after the reporting date.

3. “Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined above.

4. “Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial
liabilities which are due to be settled within twelve months after reporting date.

5. “Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all
financial and non-financial liabilities other than current liabilities.

6. “Net worth” refers to the aggregate value of the paid-up share capital and all reserves created out of the profits and

securities premium account, after deducting the aggregate value of the accumulated losses, deferred expenditure
and miscellaneous expenditure not written off, as per the audited balance sheet, but does not include reserves created
out of revaluation of assets, write-back of depreciation and amalgamation as per Section 2(57) of Companies Act,

2013

7. Assets under Management refers to total adjusted loans & advances.
8. Off Balance Sheets Assets refers to Non-Fund Based Exposures.
9. Total revenue refers to the total income.

10.
11.
12.
13.
14,
15.

Profit/(Loss) after tax refers to profit for the year.
Gross Stage 3 (%) refers Gross NPAs to Gross Advances %
Net Stage 3 (%) refers Net NPAs to Net Advances %
From operations refer to revenue from operations
EPS refer to Earnings Per Equity Share
Provisioning & write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial

instruments under amortised cost category and Impairment on financial instruments

16.
worth.
17.
total assets.

Segment wise proportion of Gross Stage 3 on a standalone basis

Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / Net

Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) /

Sr. Segment-wise Gross Stage 3 Three months period ended June 30, 2022
No

1 Retail 48.73
2 Wholesale 51.28
Total 100%

The following table sets forth details of our non-performing assets and provisions as at June 30, 2022, March 31, 2022,

2021 and 2020 on a consolidated basis.

(< in crore, unless stated otherwise)

Parameters As of

June 30, 2022 March 31, 2022 | March 31, 2021 | March 31, 2020*
Loan Book 87,167.34 86,804.64 92,465.40 46,452.67
Stage 3 Book 3,558.69 3,542.59 5,365.65 2,991.12
Gross Stage 3 % 4.08% 4.08% 5.80% 6.44%
Gross Stage 3 Provision 1,967.26 1,864.87 3,820.60 1,826.13
Net stage 3 1,591.43 1,677.72 1,545.05 1,164.99
Net Stage 3 % 1.87% 1.98% 1.74% 2.61%
PCR % - Specific provision 55.28% 52.64% 71.20% 61.05%

*pre-merger, as reported to RBI

The following table sets forth details of our non-performing assets and provisions as at June 30, 2022, March 31, 2022,

2021 and 2020 on a standalone basis.

(< in crore, unless stated otherwise)

Parameters As of
June 30, 2022 March 31, 2022 | March 31, 2021 | March 31, 2020*
Loan Book 80,710.87 81,798.78 83,995.14 46,452.67
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Parameters As of

June 30, 2022 March 31, 2022 | March 31, 2021 | March 31, 2020*
Gross Stage 3 Book 3,558.69 3,5642.59 5365.65 2,991.12
Gross Stage 3 % 4.41% 4.33% 6.39% 6.44%
Stage 3 Provision 1,967.26 1,864.87 3,820.60 1,826.13
Net stage 3 1,591.43 1,677.72 1,545.05 1,164.99
Net Stage 3 % 2.02% 2.10% 1.93% 2.61%
PCR % - Stage 3 provision 55.28% 52.64% 71.20% 61.05%

*pre-merger, as reported to RBI

We are subject to capital to risk weighted adequacy ratio ("CRAR") requirements prescribed by RBI. We are currently
required to maintain a minimum of 15% as prescribed under the Prudential Norms of RBI based on our total capital to
risk weighted assets. As part of our governance policy, we ordinarily maintain capital adequacy higher than statutorily
prescribed CRAR. As of June 30, 2022, on a standalone basis our capital to risk weighted adequacy ratio (CRAR)
computed on the basis of applicable RBI requirement was 20.81% as compared to a minimum of capital adequacy
requirement of 15% stipulated by RBI.

Set forth below is our capital to risk weighted adequacy ratio (CRAR) for quarter ended June 30, 2022 and the last three
Fiscals on a standalone basis:

Particulars As at June 30, As at March 31
2022 2022 2021 2020*
CRAR —Tier | capital 17.98% 17.86% 17.00% 15.87%
CRAR — Tier Il capital 2.83% 2.91% 3.54% 2.44%
CRAR (%) 20.81% 20.77% 20.54% 18.31%

*pre-merger, as reported to RBI
GEOGRAPHICAL PRESENCE

As of June 30, 2022, we had 1,732 branches and 24,937 employees spread across 20 states in India and one (1) Union
Territory.

BUSINESS DESCRIPTION
Our business comprises of retail lending including farmer finance, micro loans businesses, two-wheeler finance and

housing finance to individual customers and SMEs and wholesale lending including real estate finance and infrastructure
finance to large corporates.

LTFL

|
| ]

Retail Wholesale

1
| 1 ] I ]

Farmer finance Rural Business
Finance

e Micro loans

Urban Finance

e Two-wheeler finance
Consumer loans
Home loans

Loan Against Property

SME Infrastructure Real Estate
Loans Finance

e Tractor loans

Retail Business

Our Retail Business segment comprises of rural business finance, farmer finance, SME loans, urban finance which
includes two-wheeler finance, home loans, loan against property and consumer loans. The adjusted loans and advances
under our Retail Business comprised 58.56%, 54.10%, 47.72% and 43.88% of our adjusted total loans and advances as
of June 30, 2022, March 31, 2022, 2021 and 2020, respectively, on a standalone basis. We believe that technology is a
key driver for the growth of these businesses. Accordingly, we have implemented digital processes and data analytics in
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sourcing, centralized underwriting and collection functions.
A. Farmer finance

We finance the purchase of tractors, which are used by farmers during farming as farm equipment and for haulage
purpose. We provide financing to our customers in rural India through 168 branches in 15 states and 1 (one) union
territory as of June 30, 2022. Our focus remains on agrarian states like on Uttar Pradesh, Madhya Pradesh, Andhra
Pradesh, Telangana, Karnataka, Haryana and Gujarat. As of June 30, 2022, we financed purchase of tractors through
~2000 dealerships which allow us to provide on-site financing.

We typically provide two types of loans, new farmer finance and refinance or top-up loans to our existing customers. The
repayment frequency of such Loans is in instalments which are structured in accordance with the farmer’s cropping and
harvest cycles to enable smooth cash flow into monthly, quarterly, half yearly installments. The tenure of such loans
ranges between one and five years, and a charge on the equipment is created in our favour as security for repayment of
the loan through asset hypothecation.

Under our farmer finance business, the terms and conditions of our loans are standard across all customer segments. The
interest rate for such loans ranges between 12% to 18%, however actual interest rates for a customer may vary based on
market conditions and the level of credit worthiness of such customer. The average ticket size for such loans was X 4.75
lakh and the average tenure was 48 months. Eligible borrowers are between the age of 18 to 65 years. Customers must
meet our minimum income criteria, size of landholding, ownership of land/ and must also be know-your-customer
compliant. The marketing of our farmer finance business is done only through dealers. In the event of default, our
Company will firstly send soft running notices to customers under bucket 1 which will be followed by notice of an
advocate under bucket 2 customers, thereafter if the loan is not repaid then our Company proceeds for repossession of
the collateral and resell the vehicle in second hand market through auction or settle the loan in agreement with the
customer.

Our farm business is completely digitalized, we have launched a mobile application for our front-line sales officers. We
collect KYC documents from the applicant & co-applicant through the online application which are verified by our sales
staff, process the loan documents are scanned into the application and are sent automatically to the central underwriting
system which allows a quick turnaround of loan assessment. The system runs credit bureau checks, takes input from the
field investigation reports submitted by the sales staff, and sanctions the loan application based on assessed landholding
and revenue capabilities of borrowers. Further, the loan closures and the issuance of No objection certificate (NOC) to
the customer is enabled both physically & digitally through social media applications & mobile application.

Loan Origination and Evaluation

Our team of front line sales staff, dealer relationship managers and referrals from existing customers facilitate our
customer origination efforts. Our approach to the farmer finance market is to build relationships directly with the
customers, dealers and OEMs. Our aim is to sustain our leadership position in the new tractor segment and further increase
our repeat business share in the overall business. Our loans are typically secured by a hypothecation of or charge on the
equipment financed. Our customer origination efforts focus on building long-term relationships with our customers by
addressing their end-to-end financial requirements.

Once the customer is identified, our field executive gathers basic information regarding the customer and submits an
initial report after due diligence and completes customer KYC procedures. A field executive obtains information from
the customer, including proof of identification and residence, background, potential of servicing the loan, other
outstanding loans, loan type sought and the proposed use of the vehicle being financed. After the field investigation,
photo capturing and geo tagging is complete our operations team will then verify the proposal and send for loan
sanctioning to underwriting team.

Credit Appraisal and Loan Disbursal

Our credit appraisal process consists of the customer profile analysis, equipment evaluation, risk mitigants, profitability
measurement, purchase terms and conditions, due diligence and approval. We carry out credit appraisal of every
application and evaluated in accordance with our Company’s credit policy & assessment criteria. We have implemented
certain benchmark parameters for monitoring the health of individual accounts.

Our team conducts a RCU check and they provide approvals based on risk analysis, desirable terms and adequate due
diligence. We also appraise whether credit proposals comply with regulatory guidelines and norms issued by regulatory
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authorities such as the RBI. We have a detailed credit analysis procedure based on information furnished by the applicant
or customer including personal details, financial statements, facility proposed to be extended.

Our approval process consists of several stages, namely, recommending and sanctioning, preparing pre-disbursement
checklist for compliance and communicating to the customers. We ensure that KYC documents and the applicant’s
acceptance of all terms and conditions of the loan have been completed. Margin money and other charges are collected
prior to loan disbursement.

Once the accepted offer letter is uploaded in the digital application, our disbursement process will begin which includes
e-signing of agreement, upload of mandate, tax invoice & margin money receipt. The repayment mandate registration is
done via eNach / AADHAR / physical mandate.

Post upload of documents, our operations team verify the details and once approved, the loan amount is disbursed to the
dealer.

Loan Monitoring

Our field recovery executives are responsible for the collection of regular & overdue instalments and repossession of
equipment when the customer is unable to clear the dues. Our standard procedures include telephone calls to required
customers (identified via analytics based on the behavioural payment pattern of the customers a few days prior to the
payment due date to remind the customers.

Our recovery team initiates the process of collection by analysing certain factors including criticality of the account,
nature of the account, circumstances under which the default has occurred such as wilful default, default due to financial
problems of the customer, age of the equipment and collateral from the customer.

Equipment repossession is only considered if the customers are not able to repay their outstanding dues within defined
days of the due date for repayment and after issue of a final request letter.

B. Rural Business Finance

Rural business finance aims to provide micro loans to low-income women entrepreneurs and making them self-reliant.
We launched our rural business finance operations in July 2008. We have since been actively involved in helping the
Indian women get a sustainable livelihood through rural business finance. We are now one of the leading providers of
Micro Loans in India. We offer micro loans business in the rural market through 1,542 branches covering across 17 states
in India, as of June 30, 2022. Our rural business finance is aimed at providing capital for small business start-ups and
entrepreneurial initiatives by women, having an annual household income of atleast ¥300,000. The Company provides
Micro Loans to rural women who run agriculture and allied activities, manufacturing, trading or services related micro-
enterprises. These loans enable women to significantly increase their contribution to Customers in Rural Business Finance
are Repeat Customers 45% household income and achieve better dignity of life. The Company further supports the
customers with repeat loans based on need and repayment capacity, thereby driving enhanced livelihood.

These loans are intended primarily to finance income generating activities such as poultry, farming, handicrafts, dairy
production and processing, goat rearing and the operations of grocery shops, hawkers and vegetable vendors. We use
analytics for our sourcing and appraisal of our loans. We lend directly to the customers rather than through an
intermediary such as a self-help group or an NGO. We also extend credit to individuals to enable them to grow their
existing business or identify new income-generating opportunities. Our rural business finance works primarily on the
model of joint liability groups (“JLG”) We work on a model that helps us to process our applications digitally from login
to disbursal. The disbursement is automatic with no manual intervention.

We provide multiple schemes of JLG products:

(i) Fresh loans: This product is for new customers who have not availed Micro loan from our Company previously.
These loans are in the range of X 30,000 to X 40,000 having repayment tenure of typically two years. The principal
and interest payments are due on a monthly basis;

(if) Pragati Loans: This is the product offered exclusively to our existing customers under the JLG model to retain
quality customers, who have shown disciplined credit behaviour in previous loan cycles. This product is given to
customers who require loan for a longer tenor and are exclusive to our Company at present. It is a top-up loan given
to customers to meet their additional working capital needs for income generating activities or for business
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expansion. The ticket size for such loans are in the range of 270,000 to ¥1,10,000 with a tenor of upto 36 months;
and

(iii) MTRP/Matured Repeat loans: These are repeat loans which are offered to our existing customers from second loan
cycle onwards, to meet their additional credit needs. It is usually given for purchase of inventory or any assets related
to their business. The ticket size for such loans are in the range of ¥50,000 to X75,000 and the tenure ranging from
24 months to 33 months.

Loan Origination and Evaluation

Our large number of on field staff (over 10,000 feet on street) conducts an on-ground survey and identify villages /
customers to commence business. Based on the recommendation/ area survey report/ assessment of the field staff, the
credit risk team conducts the due diligence process basis PAR, exposure, portfolio quality norms to minimise the risk of
operating in high risk areas. Potential micro loan borrowers are then individually accessed and appraised and if approved,
are grouped together to form a joint liability group.

The rural business finance needs touch and connect with the customers at ground level and we achieve the same with
help of our field staff who have access to a mobile application which helps them to access and appraise the customers.

Credit Appraisal and Loan Disbursal

Our rural business finance are sourced digitally which is backed by data analytics and credit analysis teams. We work in
an assisted digital journey, our focus segment is women with low income group who lack the access to technology thus
our members assist them in obtaining paperless micro loans. After the documents are accepted, the loan amount is
disbursed to the customer’s bank account and there is no cash disbursal. The entire process of micro loan is done through
digital lending, right from application to disbursement.

Loan applications are submitted in the Loan origination system (LOS) after ensuring that every group member is willing
to take joint responsibility for the loan. A customer relationship/loan officer is responsible for customer acquisition and
maintenance while a branch manager and credit manager scrutinize and validate KYC documents.

We also conduct pre-disbursement training to ensure that the borrower is aware of their obligations as a borrower. Loans
are disbursed at one of our meeting centres after formation of joint liability groups and completion of all requisite
documentation. Our customers are given a loan passbook which captures all transactions related to the loan. Our loans
have a monthly repayment frequency.

Loan Monitoring and Repayment

On the day that the repayment is due for a particular joint liability group, our staff in charge of the joint liability group
visits the village, calls for a joint liability group meeting, records attendance of the borrowers, collects the repayment
amount and updates the loan passbook accordingly. We also use several analytical tools to predict the performance of the
loan portfolio helping us to receive early warning signals which enables us to take corrective actions.

C. Urban Finance
i. Two-wheeler finance

Our Company started our two-wheeler financing business in 2012. We provide loans for the purchase of two-wheelers
such as scooters and motorcycles to individuals such as salaried professionals and self-employed non-professionals
wherein we provide financing for up to average 70% of the on-road price with tenures ranging from three months to four
years. Our interest rate for our two-wheeler finance business is generally in the range of 15% to 20% based on the profile
and credit worthiness of the borrower. Eligible borrowers are required to be between 18 to 65 years old and we consider
the residence and employment or business stability of borrowers as well as income generating capacity in order to accept
applications and providing the two-wheeler loan. Loans to customers are secured by asset hypothecation except in a
differentiated product termed as “Sabse Khas Loan” where the customer is financed in the basis of their extremely good
credit repayment history.

Loan origination and evaluation

We have presence through 85 branches across 19 states and 1 (one) union territory in India as of June 30, 2022. As on
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June 30, 2022 we have financed two wheelers through over 7,000 dealerships. In two-wheeler finance business, we seek
to differentiate ourselves through effective use of algorithm-based mobility solutions relying on electronic customer
checks, electronic data capture and other automated processes. This has resulted in reducing the turnaround time in
sanctioning of loan and communicating our decision to the customer in a single visit.

We collect KYC documents from the applicant through the online application, the KYC documents are verified by using
the OTP based e-KY C authentication facility. Through digitization, the physical identity and address verification process
is eliminated. We operate by using handheld scanners to scan loan documents into a tablet using a mobile application.
The scanned documents are then uploaded into the central underwriting system using tablets that allows a quick
turnaround of loan assessment. No objection certificates are also given to customers through business accounts on an
identified social media mobile application. We ensure closer of business through Planet M or WhatsApp.

Credit appraisal

We follow stringent credit policies to ensure the asset quality of our loans and the security provided for those loans. Any
deviation from such credit policies in connection with a loan application requires prior approval.

All applications are passed to the Business Rule Engine (BRE). BRE will sanction or reject the proposal according to the
pre-defined credit parameters in the BRE. Terms which are not in line with the credit parameters will be rejected by the
BRE. Our underwriting process is completely automated with no manual deviations.

Loan monitoring

Our loan collection and monitoring is fully digitized and we use digital communication channels for monitoring our
loans. Our in-house collection team comprises of tele callers and collections managers. We send customers reminders
before the due date using omnichannel communication like text messages and automated calls. We rely on extensive
digital and analytical algorithms to identify certain risk segment of customers who need more focus than others and we
send multiple channel reminders.

In the event of defaults by customer, recovery actions are initiated immediately. The degree of engagement increases
with increase in number of days past due. In case of delay in payment of EMI.

Default cases are assigned to tele-calling team or field collections, using predefined logics present in system. Our platform
empowers us to identify the focus areas and initiate campaigns based on the previous feedback entered by the collection
agents. We have also provided a mobile application which is an end-to-end platform for our collection managers.

ii. Consumer Loans

We offer viable financial solutions to assist our customers with immediate financial needs, thus helping them achieve
goals as per their requirements. Our consumer loans disbursal process is completely digital with quick approval process
and competitive interest rates. We provide consumer loans ~ X 7 lakhs.

We provide consumer loans to both salaried and self-employed professionals. These loans granted are in the range of 2
50,000 to T 7 lakh having repayment tenure of typically in the range of 12 months to 48 months. The principal and interest
payments are due on a monthly basis. The average tenure of the portfolio is 32 months, while the interest charged is in
the range of 11 — 19%.

Customer Appraisal and Approval Process

We source our consumer loans business, largely through (a) direct to customers (website and application) (b) e-aggregator
market partners; (c) financial technology platforms supporting Business to Consumer (“B2C”) (being consumer loans).
We are also leveraging the Company's existing customer base of other products for cross selling personal loans. Our
credit appraisal is based on a logic based scorecard system that analyses various types of historical and real time
information, transaction graph (buying / spending history with the help of bank statements given by customers), credit
worthiness (payment performance)and personal demographic information , among other parameters. The credit
worthiness of all our customers is assessed based on our Company’s credit policies which include the aforesaid
parameters.

Majority of our customers are either salaried or are self-employed.
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The customer onboarding process for this business is completely digital. We provide paperless on-boarding journey to
our customers. For all our customers catering to consumer loans, the entire process from documentation submission to
documentation verification are done through digital sources. Our digital document processing office uses automated
processes to minimize turnaround time, with the help of Automated Processing Interface (“APIs”), which ensure minimal
to zero manual interventions. The underwriting process is also fully digitised to provide a seamless experience to our
customers.

Loan Monitoring

Loans are processed after a thorough due-diligence of customer profiles. Portfolio metrics are tracked and measured
through well-defined early delinquency parameters and through monthly portfolio reviews, quick actions are taken for
improvement of portfolio health. Our instant digital scorecard enables us to make these changes in a proactive way.

Collections and recovery

We have developed a comprehensive collection mechanism leveraging both technology and on-field strength. Our
collection mechanism strategy is centered on four important pillars comprising centralized tele-calling centres, on- field
collection agents, NPA collection teams and legal recovery teams.

In order to have complete focus on collections, our Company has a separate collections team along with partnerships
with collection agencies who are expertized in higher bucket collections, which caters across all the geographies, where
our business operates. We also use several analytical tools to predict the performance of the loan portfolio helping us to
receive early warning signals which enables us to take corrective actions.

iii. Home Loans and Loan Against Property

Our Company focuses on the housing needs of salaried customers up to 62 years of age and self-employed non-
professional customers up to 65 years of age, through our presence in 27 locations across India as of June 30, 2022. The
Home Loan sanction process is partially paperless which we believe has been instrumental in quicker turnaround of
proposals. Customers are on-boarded through our home loan digital application that provides instant approval decisions
for salaried customers. Our target customers are primarily the first time home buyers in the middle and high income
groups. The maximum tenure for home loan is 25 years depending on the borrower profile. This is a secured loan that
can be availed against constructed residential or commercial properties. Our home loans constitute 75% of our AUM as
on June 30, 2022.

Adjusted loans and advances for our home loans and LAP as of June 30, 2022 was X 8,368.83 crore and  2,722.96 crore
respectively, on a standalone basis.

Interest Rates, Fees and Collateral for Home loans

The rate of interest charged to the customer is linked to the “Prime Lending Rate (PLR)” which is determined based on
cost of funds, operational expenses of the company and minimum “margin”.

The underlying collateral for a loan is the house towards which the loan is provided, either for construction, purchase or
improvement. The security for housing loans is created either through an equitable mortgage by way of deposit of title
deeds or a registered mortgage of immovable property.

Our Company offers loan against property across states in India, catering primarily to the self-employed customer
segment against equitable or registered mortgage of residential or commercial properties.

Loan origination and evaluation

We generate loans through both in-house team of Business Executives, and through external direct sales agents (“DSAS”)
managed by Business Managers. Loans sourced through BEs can be through our website, walk-ins, cross sell etc. or may
be sourced directly. We have dedicated policy defining norms which have to be complied before taking a DSA on our
panel. Our contribution from DSASs to total disbursements increased from 54% in Fiscal 2020 to 61% in Fiscal 2022. BEs
and BMs utilise Home Loan digital application for on-boarding a new home loan borrower. As of June 30, 2022, our in-
house selling team comprised of 112 BEs and 206 BMs.

Our target customers are individuals with middle to high range income levels. Self-employed individuals include both
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professionals and small business owners and salaried individuals hail from a broad spectrum of companies/firms across
industries. We cater to the broad segment with a range of loans with suitable ticket-sizes.

Credit appraisal and disbursement process

Loan approval for housing loans is undertaken with the help of our in-house technology that integrates various business
rule engines. Our lending policy is automated in our on-boarding application. The details of qualifying customers flow
to our in-house loan processing system and is processed by our team of underwriters. Credit evaluation includes online
validation of KYC, credit history check, income/ financial analysis, banking analysis, contact point verification and
profile verification, where required. The eligibility of salaried customers is auto calculated in the system. These digital
verifications and automation not only enable the underwriters to process a loan application faster but also helps them to
review more number of loans in a day leading to faster TAT for our customers.

The loan is subject to strict post disbursal monitoring by the central portfolio monitoring team which includes ensuring
security perfection, regular data analysis and audit, etc. In addition to the aforesaid, legal and technical verification of the
property is conducted in all the loans by in-house as well as by external vendors depending on the transaction type and
verification required. We have empanelled professionally qualified legal vendors and valuation agencies to carry security
evaluation for us. These vendors are supervised by our professionally qualified independent Legal and Technical team.

Our in-house technical team undertakes field visits to identify the location of the proposed collateral. The enhanced legal
verification process is followed by bifurcating the process into legal search and legal report. The central in-house legal
team which comprises of legal professionals having diversified experience validate and confirm the legal opinion of the
proposed collateral for ascertaining the title flow and its authenticity on a case to case basis. Further, the legal team use
technology by accessing various central and state specific government sites and repositories to digitally trace the property
and ownership records for title search resulting in faster and accurate legal opinions

An external legal search is conducted through external lawyers when it requires physical verification at the office of the
concerned authority. The loans are disbursed at the branches with a maker-checker concept post validating disbursement
documentation, eNACH and original security documents. We endeavour to mitigate risk through defined loan
documentation, and execution of equitable mortgage prior to the disbursement of the loan. In addition, key terms and
conditions are usually communicated to the prospective customer.

Loan monitoring

Our loan collection and monitoring is fully digitized and we use digital communication channels for monitoring our
loans. Our in-house collection team comprises of 103 employees for handling X to 60 DPD and 49 employees for
handling 60+ DPD customers. Apart from this we are having separate team of 15 employees for handling OTR customers.
Additionally, we also have external Call Center team to handle Pre-delinquency Management and Current bounce cases.
Our Collection team is also supposed by inhouse legal litigation team.

We send reminders to customers before the due date using omnichannel communication like text messages and automated
calls. We have analytics team in place to classify entire customer base in different risk segments basis different
parameters. In Pre delinquency Management for High &amp; Medium Risk customers we use tele callers for reminding
customers about EMI due date and to keep their account sufficiently funded. For other customers we send multiple
channel reminders.

Current bounce customers (Bucket X) are managed through Call centre team. This team post few attempts of tele calling
usually retains around 80% of the customer base and try to resolve cases through calling by asking customer to pay
through various available online payment modes. Around 20% of customers who require field touch are referred to Field
collection team who visit these customers and collect EMI dues.

Customers in DPD 1 to 60 is managed by Field Collection team of Inhouse employees. This team visits customers and
try to collect EMI dues. Their first objective is to normalise the case by collecting entire due amount and the next best
objective is to collect at least one pending EMI and avoid flow of the case to next bucket.

Customers in DPD 60+ are managed by separate field collection team where the intensity of follow up and engagement
with customer increases. Here we start our legal action by sending Loan Recall notice and initiating actions under
SARFAESI act. We also file legal case under Sec 25 for bouncing EMI. This team is backed by Inhouse Legal litigation
team for filing of cases and getting orders for possession of the property.
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Under SARFAESI act post obtaining possession of the property our team starts working on auction of the property. We
have created infrastructure for auction of the possessed properties which we use for their disposal. Apart from this we
also use our CRM platform to generate data and monitor the actions taken on these cases. Default cases are assigned to
tele-calling team or field collections], using predefined logics present in system.

Our platform empowers us to identify the focus areas and initiate campaigns based on the previous feedback entered by
the collection agents. We have also provided a mobile application which is an end-to-end platform for our collection
managers.

Customer Service

Our Company focuses on catering to the ever evolving needs of the diverse market. Our customers raise their request,
highlight concerns or avail our offerings through a network of channels and platforms like branch, customer self-help
option, mobile application, chatbot on website, customer service call centre, social media platforms etc. Once a query
reaches us from any medium, a robust automated workflow in our customer service platform at the backend assigns these
queries to the respective teams for resolution. Within TAT percentage of resolution of customer concerns assigned to the
backend team is 98%.

D. Loansto SME

In Fiscal 2022, our Company commenced lending to the SME (Small and Medium Enterprises) sector with a specific
focus is on low-risk customers / sectors / ticket size that have demonstrated resilience in the face of COVID-19 induced
pandemic. For the SME lending business, our company is working to provide a differentiated experience to customers,
based on an end-to-end seamless digital journey.

In this business, our Company provides financing through unsecured business loans of X 5 lakh to X 50 lakhs ticket size
and lends to self-employed professionals and small businesses across manufacturing, trading and services, which have
an established track record. Our interest rate for our SME finance business is generally in the range of 12% to 18% based
on the profile and credit worthiness of the borrower. Our Company has also taken steps and made necessary applications
to avail of credit enhancement schemes applicable to SMEs.

Loan origination and evaluation

Our company utilises multiple channels for sourcing business, including providing analytics based pre-qualified offers
to potential customers. An integrated platform for loan-origination and sourcing is used to collect data to determine
borrower’s ability to repay. Our Company appraises the borrower’s ability to pay and intention to pay under different
programmes which use digital footprints including bureau (like CIBIL) scores, bank account data (like average bank
balances), GST and Income Tax returns, apart from financial statements where applicable. The tenure and eligibility of
the SME customers is defined based on borrower’s repayment capacity. The pricing is linked to the risk profile of the
customer.

Credit appraisal and disbursement process

The underwriting process is enabled by digital systems. The credit criteria include repayment behaviour, business vintage,
banking conduct, profitability, qualitative assessment during meetings with prospective customers etc. Based on set
parameters, meetings with customers may be conducted either through video conferencing or through personal visits,
while ensuring that customer locations are geo-tagged in all scenarios. Once a proposal is sanctioned, our Company
works towards ensuring that the agreement and prospective disbursements are done digitally to ensure a paperless journey
for the customers.

Loan monitoring

Our customers are provided an option to pay using methods such as automated clearing house and other electronic modes
of payment - at a fixed date each month. We track loan repayment schedules on a monthly basis and monitor instalments
due and loan default. Our Company engages with the customers through call-centers, SMS or face to face meetings, in
accordance with the payment behaviour of a customer. Our Company also carries out portfolio-level monitoring on a
regular basis to help us take appropriate decisions for steering the portfolio in the desired direction.

In addition our Company has also acquired some portfolios as part of our retail growth strategy.
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The table below sets forth adjusted loans and advances (on standalone basis) broken down by businesses in our Retail
Business segment, as of dates indicated:

(< in crore)

For three months period For the Year ended March 31,
ended June 30, 2022 2022 2021 2020

Farmer finance Loans 11,597.06 11,316.53 10,260.57 8,437.88
Rural Business Finance 14,397.08 13,277.79 12,206.96 12,495.02
Urban Finance

Two wheeler loans 7,487.66 7,461.82 7,121.72 6,574.80

Consumer Finance 3,027.44 2,301.36 490.44 153.67

Home Loans 8,368.83 7,837.33 7,332.97 7,769.71

Loan Against Property 2,722.96 2,827.40 3,410.97 3,880.61
Loans to SME 126.44 61.49 - -
Acquired Portfolio 66.27 - - -
Total 47,793.74 45,083.71 40,823.63 39,311.69

Adjusted loans and advances under our Retail Business comprised 58.56%, 54.10%, 47.72% and 43.88% of our total
adjusted loans and advances as of June 30, 2022 and as of March 31, 2022, 2021 and 2020, respectively, on standalone
basis.

Wholesale funding business
Our wholesale funding business includes real estate finance and infrastructure finance to large corporates.
A. Infrastructure finance

Our Infrastructure business focusses on financing viable renewable energy generation, road transportation and power
transmission projects. We provide customized debt financing solutions with an emphasis on structuring of loans based
on projected cash flows of the project/ borrower, in compliance with our internal guidelines/ standards. We provide long
tenure project finance and structured debt typical ticket size of ~ T 500 crore and generally seek to act as the lead
consortium arranger while bringing on additional lenders as part of the syndicated loan. For our secured loans, the security
includes a combination of mortgages over immoveable properties, hypothecation of moveable assets, charges on project
contracts, charges of bank accounts, pledges of securities such as equity and debentures and corporate and personal
guarantees and for working capital loans we generally seek a first charge on inter alia the current assets of the borrower.

The average tenure of loans is ~ 13 years for infrastructure finance. The interest rates vary across businesses depending
on the type of loan, tenure, extent of structuring, credit rating etc. Variable interest rates are generally linked to the L&T
Finance — Infrastructure Finance PLR.

B. Real estate finance

Our Company has underwritten financing solutions to address the funding requirements of real estate developers across
six select urban locations, i.e., Mumbai, Pune, NCR, Bangalore, Chennai, and Hyderabad, concentrating on prominent
real estate developers having robust delivery and performance records on the basis of their financial strength, business
strength, past experience, and market reputation. Currently, focus is on completion of existing projects and collections
through rigorous monitoring.

Adjusted loans and advances under our Wholesale Business comprised 40.85%, 44.07%, 49.12% and 50.29% of our total
adjusted loans and advances as of June 30, 2022 and as of March 31, 2022, 2021 and 2020, respectively. The key sectors
in which we had adjusted loans and advances are renewable energy, transportation and power transmission, which
accounted for 48.34%, 15.89% and 0.39%, respectively of our loans outstanding under our wholesale financing business
as of June 30, 2022 and 52.25%, 17.14% and 0.89% respectively of our loans outstanding under our wholesale financing
business as of March 31, 2022, on standalone basis.

Defocused Finance
Other than our retail and wholesale funding business, our Company also has certain portfolios which our Company
categorises as ‘Defocused Finance’. Defocused Business comprises of structured corporate loans, debt capital market,

commercial vehicle finance, construction equipment finance, supply chain finance and leases. As of March 31, 2022, of
the adjusted loans and advances outstanding for these businesses was % 1,525.90 crore i.e. 1.83% of the total adjusted
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loans and advances outstanding, on standalone basis.

Capital to Risk Assets Ratio

Our Credit business is subject to the CRAR requirements as prescribed by the RBI. We are currently required to maintain
in respect of our NBFCs a minimum of 15.00% as prescribed under the Prudential norms of the RBI based on our total
capital to risk weighted assets. As part of our governance policy, we maintain capital adequacy higher than the statutorily
prescribed CRAR. The table below sets out our CRAR as at June 30, 2022, March 31, 2022, March 31, 2021 and March

31, 2020, on a standalone basis:

Particulars As at June 30, As at March 31
2022 2022 2021 2020*
CRAR —Tier | capital 17.98% 17.86% 17.00% 15.87%
CRAR — Tier |l capital 2.83% 2.91% 3.54% 2.44%
CRAR (%) 20.81% 20.77% 20.54% 18.31%

*pre-merger, as reported to RBI

Risk Management Framework

Risk management forms an integral part of our business operations and monitoring activities. We are exposed to various
risks related to our businesses and operating environment. Our objective is to evaluate and monitor various risks that we
are subject to and follow stringent policies and procedures to address these risks. Our Risk Management Committee
assists the Board in addressing various risks and discharging duties relating to corporate accountability. We have
formulated comprehensive risk management policies and processes to identify, evaluate and manage risks that are
encountered during conduct of business activities in an effective manner. A documented, systematic assessment of
processes and outcomes surrounding key risks including internal control is undertaken periodically. The Board reviews
the effectiveness of risk management systems in place and ensures that they are effectively managed. Additionally,
independent internal audit firms are appointed to review and report on the business processes and policies in all operating
companies. Reports of internal auditors are reviewed and discussed by the Audit Committee. Further, observations made
by external and regulatory agencies are also addressed and complied with.

In order to address the risks that are inherent to our business, we have developed a risk management architecture that
includes monitoring by our Board through the Audit Committee, the Asset Liability Committee and the Risk Management
Committee.

Audit Committee

Our Audit Committee acts as a link between the statutory and internal auditors and our Board. Our Audit Committee
oversees our financial reporting process, reviews our financial statements and relevant disclosures, auditors’
independence and performance, effectiveness of our audit process and adequacy of internal control systems and
recommends the appointment and remuneration of the auditors to the Board. Our Audit Committee is entitled to obtain
external professional advice where required.

Asset Liability Committee

Our Asset Liability Committee reviews the structural mismatches in our liquidity statement, as per the guidelines of the
RBI and other regulatory or statutory bodies. Depending upon inherent nature of required assets and prevailing interest
rate view, the committee provides guidance on borrowing instruments and overall debt composition. Our Asset Liability
Committee also reviews risk management policies related to liquidity, interest rates and investment policies periodically.
Other functions include monitoring market risk management systems, compliance with the asset liability management
policy and prudent gaps and tolerance limits and reporting systems set out by the Board and ensuring adherence to the
regulatory guidelines; monitoring our business strategy in line with our budget and risk management practices; reviewing
the effects of changes in market conditions and recommending the action needed to adhere to the organization’s internal
limits related to liquidity and interest rate risk management.

Risk Management Committee
Our Risk Management Committee manages the integrated risk which includes credit risk, liquidity risk, interest rate risk

and operational risk. Our Board is informed about the risk assessment and risk reduction procedures undertaken. Our
Board periodically reviews the risk management policies and practices followed by our Company.
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The major risks we face in our businesses are credit risk, market risks, liquidity risk, operational risk, regulatory and
compliance risk and business and continuity risk. Set forth below is certain information on the management of these
risks:

Credit Risk:

Credit risk is the risk of loss that may occur from the default by our customers under our loan agreements. Customer
defaults and inadequate collateral may lead to higher NPAs. Our credit approval policy includes comprehensive data
analytics driven underwriting framework to ensure prudent credit decisions. Credit risk function periodically presents an
overview of portfolio credit risk to Risk Management committee. The robust review mechanism provides Early Warning
Signals to efficiently identify possibility of weak credit while emphasizing on maintaining “Zero DPD” (Days Past Due).

Concentration Risk:

We have laid down portfolio concentration limits which are reviewed on a quarterly basis to ensure that the overall
portfolio is within the approved limits to minimize concentration risk to any particular business segment, industry, group,
geography or borrower.

Market Risk/Interest rate risk/Liquidity Risk:

We are subject to market risks such as interest rate risk, liquidity risks, which are sensitive to many factors beyond our
control, including the monetary and fiscal policies, deregulation of the financial sector in India, domestic and international
economic and political conditions, inflation and other factors. Liquidity risk is the potential inability of the company to
fund an increase in its assets and to meet its financial obligations without adversely affecting its financial condition.

Liquidity Risk

Liquidity risk arises due to the unavailability of adequate amount of funds at an appropriate price and tenure. We
minimize this risk through a combination of strategies by maintaining a liquidity buffer along with undrawn facilities
from the commercial banks. We maintain liquidity buffer in the form of pre-approved high-quality liquid assets
comprising of government securities, state development loans and high-rated bonds and debentures of public sector
entities. In addition to the statutory requirements, our Company has maintained cash and cash equivalents of ¥ 4,233.83
crore on March 31, 2022 on standalone basis. Within these, we have separate threshold limits for various categories to
avoid potential concentration risks. In addition, we also have a market risk limit to mitigate any interest rate risk in the
liquid buffer. Further, the liquidity profile at a consolidated level is subjected to different types of liquidity stress scenarios
and the outcome of each of the scenarios is presented in our risk evaluation metrics. We also monitor liquidity risk
through our Asset Liability Committee.

Our Asset Liability Management Committee assists Board and in effective market risk management, asset-liability
management, liquidity, and interest rate risk management. Asset Liability Management Committee reviews the current
macro economic environment, the liquidity position and interest rate scenario and outlook for the market, borrowing
requirements and other funding sources.

Early warning indicators under the Contingency Funding Plan have been instituted for identifying warning signals and
these trends are updated to Asset Liability Management Committee members on a regular basis.

A summary of our asset and liability maturity (ALM) profile on a standalone basis as of June 30 2022, which is based on
certain estimates, assumptions and our prior experience of the performance of its assets, is set out below:
(< in crore)

Up to One | Between One | Between One Between Over Five Total
Month Month and and Three Three and Years
One Year Years Five Years

Liabilities

Equity Capital 2,684.17 2,684.17
Reserves and Surplus 14,054.26 14,054.26
Total Borrowings 1,940.53 25,310.63 36,716.67 5,792.16 4,403.97 74,163.96
Current Liabilities and 673.91 5,072.90 3,547.01 1,241.12 3,424.06 13,959.00
Provisions

Contingent Liabilities 167.52 680.65 872.59 163.72 150.18 2,034.67

148




Up to One | Between One | Between One Between Over Five Total
Month Month and and Three Three and Years
One Year Years Five Years
Assets
Fixed Assets 30.04 30.04
Investment 1,307.54 2,287.26 - - 7,040.20 10,635.00
Cash and Bank Balance 2,117.08 579.13 0.21 2,696.42
Inflow from Loans and 2,449.61 28,460.59 21,943.11 11,430.33 | 14,429.07 78,712.71
Advances
Other Assets 1,257.17 8,664.95 9,354.14 5,5654.82 | 13,525.81 38,356.89
Contingent Liabilities 26.89 26.89
Total 7,131.40 39,991.93 31,297.46 16,985.15 | 35,052.01 | 1,30,457.95
Surplus / (Deficit) 4,349.45 8,927.75 (9,838.81) 9,788.14 | 10,335.36 23,561.89
Cumulative Surplus 4,349.45 13,277.19 3,438.38 13,226.52 | 23,561.89
(Deficit)

Currency Risk

While our revenues are denominated in Indian rupees, we have incurred and expect to incur indebtedness denominated
in currencies other than rupees for our funding and capital requirements. As of June 30, 2022, we had ECB loans of USD
385 million, for which we have undertaken hedging of our foreign currency liability to Indian rupee liability. We hedge
our foreign currency liability to Rupee liability using currency and interest rate derivative instruments such as forwards,
interest rate swaps, principal only swap, full currency swap, coupon only swap options or as a combination of the stated
instruments. We did not have any un-hedged foreign currency exposure as on June 30, 2022.

Operational Risk

Operational risks are risks arising from inadequate or failed internal processes, people and systems or from external
events. Robust Operational Risk framework is in place to mitigate any such risks. A dedicated Operational Risk team
develops SOPs for all business activities to ensure standardisation and minimum risk. Operational Risk team conducts
regular monitoring and control testing to identify inherent risks in operations and mitigate them.

Business and Continuity Risk

Covid Pandemic induced lockdowns caused widespread disruptions in business continuity in nearly all economic
segments. We have implemented several governmental, regulator approved packages to mitigate the liquidity stress
caused due to the pandemic, for its customers.

Cash Management Risk

Our offices collect and deposit a large amount of cash through a high volume of transactions, particularly for our rural
business. To address cash management risks, we have developed advanced cash management checks that we employ at
every level to track and tally accounts. Moreover, we conduct regular audits to ensure the highest levels of compliance
with our cash management systems. Additionally, we have obtained insurance policies covering our cash management
and handling, including money insurance.

Asset Impairment Risk

Asset impairment risks may arise due to the decrease in the value of the security over time. The selling price of a re-
possessed asset may be less than the total amount of loan and interest outstanding in such borrowing and we may be
unable to realize the full amount lent to our customers due to such a decrease in the value of the collateral/security. We
may also face certain execution difficulties during the process of seizing collateral. We engage experienced repossession
agents to repossess assets of defaulting customers. We ensure that these repossession agents follow legal procedures an