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A public limited company incorporated under the Companies Act, 1956 whose equity shares are listed on the BSE Limited and National Stock Exchange of India
Limited and existing preference shares are listed on the BSE Limited.
Registered Office: Brindavan, Plot No. 177, C.S.T Road, Kalina, Santacruz (East) Mumbai 98
Tel: (+91 22) 6212 5000 Fax: (+91 22) 6212 5553
Company Secretary and Compliance Officer: Ms. Apurva Rathod; Tel: (+91 22) 6212 5000;
Fax: (+91 22) 6212 5553; Email: igrc@Itfs.com; Website: www.Itfs.com

INFORMATION MEMORANDUM DATED SEPTEMBER 24, 2019

LISTING BY L&T FINANCE HOLDINGS LIMITED (“ISSUER” OR “COMPANY”) OF LISTED CUMULATIVE NON-
CONVERTIBLE REDEEMABLE PREFERENCE SHARES WITH A FACE VALUE OF INR 100 EACH (THE “NCRPS”), OF INR
50,00,00,000 (RUPEES FIFTEY CRORES) AT PAR (“BASE ISSUE”), WITH AN OPTION TO RETAIN OVERSUBSCRIPTION BY WAY
OF GREEN SHOE OPTION UP TO INR 100,00,00,000 (INDIAN RUPEES ONE HUNDRED CRORES), AGGREGATING TO INR
150,00,00,000 (INDIAN RUPEES ONE HUNDRED AND FIFTY CRORES) ON A PRIVATE PLACEMENT BASIS (THE “ISSUE”). THIS
ISSUE WILL BE UNDER THE ELECTRONIC BOOK MECHANISM FOR ISSUANCE OF DEBT SECURITIES ON A PRIVATE PLACEMENT
BASIS IN ACCORDANCE WITH SEBI CIRCULAR JANUARY 05, 2018 BEARING REFERENCE NUMBER SEBI/HO/DDHS/CIR/P/2018/05, AND
SEBI CIRCULAR DATED AUGUST 16, 2018 BEARING REFERENCE NUMBER SEBI/HO/DDHS/CIR/P/2018/122, EACH AS AMENDED (“SEBI
EBP CIRCULARS”), TOGETHER WITH THE UPDATED OPERATIONAL GUIDELINES “FOR ISSUANCE OF SECURITIES ON PRIVATE
PLACEMENT BASIS THROUGH AN ELECTRONIC BOOK MECHANISM” ISSUED BY BSE BY THEIR NOTICE NUMBER 20180928-24 DATED
28 SEPTEMBER 2018 (“BSE EBP GUIDELINES”). THE COMPANY INTENDS TO USE THE BSE’S BID PLATFORM FOR THIS ISSUE (“BSE EBP
PLATFORM”). THE NCRPS WILL BE LISTED ON BSE LIMITED. THIS DOCUMENT PROVIDES DISCLOSURES IN ACCORDANCE
WITH THE SEBI (ISSUE AND LISTING OF NON-CONVERTIBLE REDEEMABLE PREFERENCE SHARES) REGULATIONS, 2013,
AS AMENDED (“SEBI NCRPS REGULATIONS”) AND PROVIDES CERTAIN ADDITIONAL DISCLOSURES.

INVESTORS ARE ADVISED TO READ THE SECTION TITLED “RISK FACTORS” CAREFULLY BEFORE TAKING AN INVESTMENT DECISION IN
THIS ISSUE. FOR THE PURPOSES OF TAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
ISSUER AND OF THE ISSUE INCLUDING, THE RISKS INVOLVED. PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN LEGAL,
REGULATORY, TAX, FINANCIAL AND/OR ACCOUNTING ADVISORS ABOUT RISKS ASSOCIATED WITH AN INVESTMENT IN SUCH NCRPS AND
THE SUITABILITY OF INVESTING IN SUCH NCRPS IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES. INVESTMENT IN THESE NCRPS
INVOLVES A DEGREE OF RISK AND INVESTORS SHOULD NOT INVEST ANY FUNDS IN THIS ISSUE UNLESS THEY CAN AFFORD TO TAKE THE
RISK OF LOSING THEIR INVESTMENT. IDENTIFIED INVESTORS ARE ADVISED TO READ THIS INFORMATION MEMORANDUM CAREFULLY
BEFORE TAKING AN INVESTMENT DECISION IN THIS ISSUE. FOR TAKING AN INVESTMENT DECISION, INVESTORS MUST USE THEIR OWN
JUDGMENT AND RELY ON THEIR OWN EXAMINATION OF THE COMPANY AND THE ISSUE INCLUDING THE RISKS INVOLVED.
INSTRUMENTS OFFERED THROUGH THE OFFER DOCUMENT ARE NON-CONVERTIBLE REDEEMABLE PREFERENCE SHARES AND
NOT DEBENTURES/BONDS. THEY ARE RISKIER THAN DEBENTURES/BONDS AND MAY NOT CARRY ANY GUARANTEED COUPON AND
CAN BE REDEEMED ONLY OUT OF THE DISTRIBUTABLE PROFITS OF THE COMPANY OR OUT OF THE PROCEEDS OF A FRESH ISSUE
OF SHARES MADE, IF ANY, BY THE COMPANY, OR OTHERWISE AS PERMITEED UNDER APPLICABLE LAWS, FOR THE PURPOSE OF
REDEMPTION.

LISTING

THE NCRPS ARE PROPOSED TO BE LISTED ON THE WHOLESALE DEBT MARKET SEGMENT OF BSE (“STOCK EXCHANGE”) AND BSE SHALL
BE THE DESIGNATED STOCK EXCHANGE FOR THE ISSUE. THE ISSUER SHALL COMPLY WITH THE REQUIREMENTS OF THE SEBI (LISTING
OBLIGATIONS AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2015, AS AMENDED (THE “SEBI LODR REGULATIONS”) TO THE EXTENT
APPLICABLE TO IT ON A CONTINUOUS BASIS.

CREDIT RATINGS

The NCRPS have been rated ‘CARE AAA (RPS) (“CARE TRIPLE A rating with stable outlook”)’ by CARE pursuant to the revalidation letter dated September
10, 2019. CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy,
sell or hold any security. CARE has based its ratings on information obtained from sources believed by it to be accurate and reliable. CARE does not, however,
guarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or for the results obtained from the use of
such information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments.

REGISTRAR TO THE ISSUE ARRANGER
== I
LINKIntime M st
- ITTEY n partnership, with Trust,
Link Intime India Pvt. Ltd. Trust Investment Advisors Private Limited
C 101, 247 Park 109/110, Balarama
L.B.S Marg, Vikhroli (West) Bandra Kurla Complex
Mumbai 400 083 Bandra (E), Mumbai 400 051
Tel: +91 22-4918 6000 Tel: +91 22 4084 5000
Fax: +91 22-49186060 Fax: +91 22 4084 5066
Email: ganesh.jadhav@linkintime.co.in Email: mbd.trust@trustgroup.in

ISSUE PROGRAMME

Issue Opening Date Issue Closing Date Pay-In Date Date of Allotment

September 26, 2019 September 26, 2019 September 27, 2019 September 27, 2019
The Issue shall be subject to the provisions of the Companies Act (as defined below), the rules notified thereunder, the SEBI NCRPS Regulations, the
Memorandum and Articles of Association of the Issuer, the terms and conditions of the Information Memorandum filed with the Stock Exchange and other
documents in relation to the Issue.
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DISCLAIMERS

THIS INFORMATION MEMORANDUM (“IM” or “INFORMATION MEMORANDUM”) IS
NEITHER A PROSPECTUS NOR A STATEMENT IN LIEU OF PROSPECTUS. THIS IM DOES
NOT CONSTITUTE AND SHALL NOT BE DEEMED TO CONSTITUTE AN OFFER OR AN
INVITATION TO SUBSCRIBE TO THE NCRPS TO THE PUBLIC IN GENERAL. APART FROM
THIS IM, NO OFFER DOCUMENT OR PROSPECTUS HAS BEEN PREPARED IN CONNECTION
WITH THE OFFERING OF THIS ISSUE OR IN RELATION TO THE COMPANY NOR IS THIS
IM REQUIRED TO BE REGISTERED UNDER THE APPLICABLE LAWS. ACCORDINGLY,
THIS IM HAS NEITHER BEEN DELIVERED FOR REGISTRATION NOR IS IT INTENDED TO
BE REGISTERED. MULTIPLE COPIES HEREOF GIVEN TO THE SAME ENTITY SHALL
BE DEEMED TO BE GIVEN TO THE SAME PERSON AND SHALL BE TREATED AS
SUCH. IT DOESNOT CONSTITUTE AND SHALL NOT BE DEEMED TO CONSTITUTE AN
OFFER OR AN INVITATION TO SUBSCRIBE TO THE NCRPS TO THE PUBLIC IN
GENERAL.

THIS IM HAS BEEN PREPARED TO PROVIDE GENERAL INFORMATION ABOUT THE
COMPANY AND TERMS AND CONDITIONS, INCLUDING THE NATURE OF THE NCRPS, TO
IDENTIFIED INVESTORS TO WHOM IT IS ADDRESSED AND WHO ARE WILLING AND
ELIGIBLE TO SUBSCRIBE TO THE NCRPS. THIS IM HAS BEEN PREPARED IN
ACCORDANCE WITH THE PROVISIONS OF THE SEBI NCRPS REGULATIONS AND
APPLICABLE PROVISIONS OF THE COMPANIES ACT AND THE RULES THEREUNDER.
THIS IM DOES NOT PURPORT TO CONTAIN ALL THE INFORMATION THAT ANY
IDENTIFIED INVESTOR MAY REQUIRE. NEITHER THIS IM NOR ANY OTHER
INFORMATION SUPPLIED IN CONNECTION WITH THE NCRPS IS INTENDED TO PROVIDE
THE BASIS OF ANY CREDIT OR OTHER EVALUATION NOR SHOULD ANY RECIPIENT OF
THIS IM CONSIDER SUCH RECEIPT A RECOMMENDATION TO SUBSCRIBE TO ANY
NCRPS. EACH INVESTOR CONTEMPLATING THE SUBSCRIPTION OF ANY NCRPS
SHOULD MAKE ITS OWN INDEPENDENT INVESTIGATION OF THE FINANCIAL
CONDITION AND AFFAIRS OF THE COMPANY, AND ITS OWN APPRAISAL OF THE
CREDITWORTHINESS OF THE COMPANY. IDENTIFIED INVESTORS SHOULD CONSULT
THEIR OWN FINANCIAL, LEGAL, TAX AND OTHER PROFESSIONAL ADVISORS AS TO
THE RISKS AND INVESTMENT CONSIDERATIONS ARISING FROM AN INVESTMENT IN
THE NCRPS AND SHOULD POSSESS THE APPROPRIATE RESOURCES TO ANALYSE SUCH
INVESTMENT AND THE SUITABILITY OF SUCH INVESTMENT TO SUCH INVESTOR'S
PARTICULAR CIRCUMSTANCES. IT IS THE RESPONSIBILITY OF THE INVESTORS TO
ALSO ENSURE THAT THEY WILL SELL THESE NCRPS IN STRICT ACCORDANCE WITH
THE TERMS AND CONDITIONS OF THIS IM AND APPLICABLE LAWS, SO THAT THE SALE
DOES NOT CONSTITUTE AN OFFER FOR SALE TO THE PUBLIC WITHIN THE MEANING
OF THE COMPANIES ACT. NONE OF THE INTERMEDIARIES OR THEIR RESPECTIVE
AGENTS OR ADVISORS ASSOCIATED WITH THIS ISSUE UNDERTAKE TO REVIEW THE
FINANCIAL CONDITION OR AFFAIRS OF THE COMPANY OR THE FACTORS AFFECTING
THE NCRPS OR HAVE ANY RESPONSIBILITY TO ADVISE ANY PROSPECTIVE INVESTOR
OR IDENTIFIED INVESTOR IN THE NCRPS OF ANY INFORMATION AVAILABLE WITH OR
SUBSEQUENTLY COMING TO THE ATTENTION OF THE INTERMEDIARIES OR THEIR
RESPECTIVE AGENTS OR ADVISORS.

NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY
REPRESENTATION NOT CONTAINED IN THIS IM OR IN ANY MATERIAL MADE
AVAILABLE BY THE COMPANY TO ANY IDENTIFIED INVESTOR PURSUANT HERETO
AND, IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE
RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY. THE
INTERMEDIARIES AND THEIR RESPECTIVE AGENTS OR ADVISORS ASSOCIATED WITH
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THIS IM HAVE NOT SEPARATELY VERIFIED THE INFORMATION CONTAINED HEREIN.
ACCORDINGLY, NO REPRESENTATION, WARRANTY OR UNDERTAKING, EXPRESS OR
IMPLIED, IS MADE AND NO RESPONSIBILITY IS ACCEPTED BY ANY SUCH
INTERMEDIARY, AGENT OR ADVISOR AS TO THE ACCURACY OR COMPLETENESS OF
THE INFORMATION CONTAINED IN THIS IM OR ANY OTHER INFORMATION PROVIDED
BY THE COMPANY. ACCORDINGLY, ALL SUCH INTERMEDIARIES AND THEIR
RESPECTIVE AGENTS OR ADVISORS ASSOCIATED WITH THIS ISSUE SHALL HAVE NO
LIABILITY IN RELATION TO THE INFORMATION CONTAINED IN THIS IM OR ANY OTHER
INFORMATION PROVIDED BY THE COMPANY IN CONNECTION WITH THIS ISSUE.

THIS INFORMATION MEMORANDUM AND THE CONTENTS HEREOF ARE RESTRICTED
FOR PROVIDING INFORMATION UNDER SEBI NCRPS REGULATIONS. AN OFFER OF
PRIVATE PLACEMENT SHALL BE MADE BY THE ISSUER BY WAY OF ISSUE OF THE
PPOAL (DEFINED BELOW) TO THE SUCCESSFUL BIDDERS WHO HAVE BEEN
ADDRESSED THROUGH A COMMUNICATION BY THE ISSUER, AND ONLY SUCH
RECIPIENTS ARE ELIGIBLE TO APPLY TO THE NCRPS. ALL ELIGIBLE PARTICIPANTS
ARE REQUIRED TO COMPLY WITH THE RELEVANT REGULATIONS/ GUIDELINES
APPLICABLE TO THEM FOR INVESTING IN THIS ISSUE. THE CONTENTS OF THIS
INFORMATION MEMORANDUM AND ANY OTHER INFORMATION SUPPLIED IN
CONNECTION WITH THIS INFORMATION MEMORANDUM OR THE NCRPS ARE
INTENDED TO BE USED ONLY BY THOSE ELIGIBLE PARTICIPANTS TO WHOM IT IS
DISTRIBUTED. IT IS NOT INTENDED FOR DISTRIBUTION TO ANY OTHER PERSON AND
SHOULD NOT BE REPRODUCED OR DISSEMINATED BY THE RECIPIENT.

THE CONTENTS OF THIS IM ARE INTENDED TO BE USED ONLY BY THOSE INVESTORS
TO WHOM IT IS SPECIFICALLY BEEN ADDRESSED. IT IS NOT INTENDED FOR
DISTRIBUTION TO ANY OTHER PERSON AND SHOULD NOT BE REPRODUCED BY THE
RECIPIENT.

THE PERSON TO WHOM A COPY OF THIS IM IS SENT IS ALONE ENTITLED TO APPLY FOR
THE NCRPS. NO INVITATION IS BEING MADE TO ANY PERSONS OTHER THAN THOSE TO
WHOM APPLICATION FORMS ALONG WITH THIS IM HAVE BEEN SENT. ANY
APPLICATION BY A PERSON TO WHOM THE IM AND/OR THE APPLICATION FORM HAS
NOT BEEN SENT BY THE COMPANY SHALL BE REJECTED.

THE PERSON WHO IS IN RECEIPT OF THIS IM SHALL NOT REPRODUCE OR DISTRIBUTE
IN WHOLE OR PART OR MAKE ANY ANNOUNCEMENT IN PUBLIC OR TO A THIRD PARTY
REGARDING ITS CONTENTS, WITHOUT THE PRIOR WRITTEN CONSENT OF THE
COMPANY.

EACH PERSON RECEIVING THIS IM ACKNOWLEDGES THAT SUCH PERSON HAS BEEN
AFFORDED AN OPPORTUNITY TO:

A REQUEST AND TO REVIEW AND HAS RECEIVED ALL ADDITIONAL
INFORMATION CONSIDERED BY AN INVESTOR TO BE NECESSARY; AND

B. VERIFY THE ACCURACY OF OR TO SUPPLEMENT THE INFORMATION HEREIN;
AND
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C. UNDERSTAND THE NATURE OF THE NCRPS AND THE RISKS INVOLVED IN
INVESTING IN THEM INCLUDING FOR ANY REASON HAVING TO SELL THEM OR
BE MADE TO REDEEM THEM BEFORE THE REDEMPTION DATE

NO PROSPECTIVE INVESTOR HAS RELIED ON ANY INTERMEDIARY OR THEIR
RESPECTIVE AGENTS OR ADVISORS THAT MAY BE ASSOCIATED WITH THE ISSUE IN
CONNECTION WITH ITS INVESTIGATION OF THE ACCURACY OF INFORMATION OR ITS
INVESTMENT DECISION.

NO OFFER IS BEING MADE TO “PERSON RESIDENT OUTSIDE INDIA” AS SUCH TERM IS
DEFINED IN FOREIGN EXCHANGE MANAGEMENT ACT, 1999.

THE IM IS MADE AVAILABLE TO INVESTORS ON THE STRICT UNDERSTANDING THAT IT
IS CONFIDENTIAL.

THE NCRPS HAVE NOT BEEN RECOMMENDED OR APPROVED BY THE SECURITIES AND
EXCHANGE BOARD OF INDIA (“SEBI”’) NOR DOES SEBI GUARANTEE THE ACCURACY OR
ADEQUACY OF THIS DOCUMENT. THIS IM HAS NOT BEEN SUBMITTED, CLEARED OR
APPROVED BY SEBI.

THE NCRPS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), AND MAY NOT
BE OFFERED OR SOLD WITHIN THE UNITED STATES (AS DEFINED IN REGULATION
S (“REGULATION S”) UNDER THE SECURITIES ACT) OR TO, OR FOR THE ACCOUNT
OR BENEFIT OF, U.S. PERSONS. THE NCRPS WILL ONLY BE OFFERED AND SOLD TO
PERSONS RESIDENT IN INDIA AND WILL NOT BE OFFERED OR SOLD TO INVESTORS
IN ANY JURISDICTION OUTSIDE INDIA.

DISCLAIMER STATEMENT FROM THE COMPANY

THE COMPANY ACCEPTS NO RESPONSIBILITY FOR STATEMENTS MADE, OTHER THAN
IN THIS IM AND ANY OTHER MATERIAL EXPRESSLY STATED TO BE ISSUED BY OR AT
THE INSTANCE OF THE COMPANY IN CONNECTION WITH THE ISSUE OF NCRPS, AND
THAT ANYONE PLACING RELIANCE ON ANY OTHER SOURCE OF INFORMATION,
MATERIAL OR STATEMENT WOULD BE DOING SO AT THEIR/ITS OWN RISK.

RBI DISCLAIMER

1. (A) RESERVE BANK OF INDIA DOES NOT ACCEPT ANY RESPONSIBILITY OR
GUARANTEE ABOUT THE PRESENT POSITION AS TO THE FINANCIAL
SOUNDNESS OF THE COMPANY OR FOR THE CORRECTNESS OF ANY OF THE
STATEMENTS OR REPRESENTATIONS MADE OR OPINIONS EXPRESSED BY THE
COMPANY AND FOR DISCHARGE OF LIABILITY BY THE COMPANY

(B) NEITHER IS THERE ANY PROVISION IN LAW TO KEEP, NOR DOES THE
COMPANY KEEP ANY PART OF THE PUBLIC FUNDS WITH THE RESERVE BANK
AND BY ISSUING THE CERTIFICATE OF REGISTRATION TO THE COMPANY, THE
RESERVE BANK NEITHER ACCEPTS ANY RESPONSIBILITY NOR GUARANTEE
FOR THE PAYMENT OF THE PUBLIC FUNDS TO ANY PERSON/BODY CORPORATE

2. THE COMPANY IS HAVING A VALID CERTIFICATE OF REGISTRATION DATED
SEPTEMBER 11, 2013 ISSUED BY THE RESERVE BANK OF INDIA UNDER SECTION
45 |1A OF THE RESERVE BANK OF INDIA ACT, 1934 REGISTERING THE COMPANY
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AS A NON-BANKING FINANCIAL INSTITUTION - CORE INVESTMENT COMPANY.
HOWEVER, THE RBI DOES NOT ACCEPT ANY RESPONSIBILITY OR GUARANTEE
ABOUT THE PRESENT POSITION AS TO THE FINANCIAL SOUNDNESS OF THE
COMPANY OR FOR THE CORRECTNESS OF ANY OF THE STATEMENTS OF
REPRESENTATIONS MADE OR OPINIONS EXPRESSED BY THE COMPANY AND
FOR REPAYMENT OF DEPOSITS OR DISCHARGE OF LIABILITIES BY THE
COMPANY.

DISCLAIMER OF THE STOCK EXCHANGE

IT IS TO BE DISTINCTLY UNDERSTOOD THAT SUBMISSION OF THE INFORMATION
MEMORANDUM WITH THE STOCK EXCHANGE OR HOSTING THE SAME ON THE WEBSITE
OF STOCK EXCHANGE SHOULD NOT IN ANY WAY BE DEEMED OR CONSTRUED THAT
THE INFORMATION MEMORANDUM HAS BEEN CLEARED OR APPROVED BY THE STOCK
EXCHANGE; NOR DOES IT IN ANY MANNER WARRANT, CERTIFY OR ENDORSE THE
CORRECTNESS OR COMPLETENESS OF ANY OF THE CONTENTS OF THIS INFORMATION
MEMORANDUM; NOR DOES IT WARRANT THAT THIS ISSUER’S SECURITIES WILL BE
LISTED OR CONTINUE TO BE LISTED ON THE STOCK EXCHANGE; NOR DOES IT TAKE
RESPONSIBILITY FOR THE FINANCIAL OR OTHER SOUNDNESS OF THIS ISSUER, ITS
MANAGEMENT OR ANY SCHEME OR PROJECT OF THE ISSUER. EVERY PERSON WHO
DESIRES TO APPLY FOR OR OTHERWISE ACQUIRE ANY SECURITIES OF THIS ISSUER
MAY DO SO PURSUANT TO INDEPENDENT INQUIRY, INVESTIGATION AND ANALYSIS
AND SHALL NOT HAVE ANY CLAIM AGAINST THE STOCK EXCHANGE OR ANY AGENCY
WHATSOEVER BY REASON OF ANY LOSS WHICH MAY BE SUFFERED BY SUCH PERSON
CONSEQUENT TO OR IN CONNECTION WITH SUCH SUBSCRIPTION OR ACQUISITION
WHETHER BY REASON OF ANYTHING STATED OR OMITTED TO BE STATED HEREIN OR
ANY OTHER REASON WHATSOEVER.

DISCLAIMER OF THE SECURITIES AND EXCHANGE BOARD OF INDIA

PURSUANT TO RULE 14 (3) OF THE COMPANIES (PROSPECTUS & ALLOTMENT OF
SECURITIES) RULES, 2014, A COPY OF THIS INFORMATION MEMORANDUM SHALL BE
FILED WITH THE REGISTRAR OF COMPANIES, MUMBAI ALONG WITH FEE AS PROVIDED
IN THE COMPANIES (REGISTRATION OFFICES & FEES) RULES, 2014, WITHIN A PERIOD OF
THIRTY DAYS OF CIRCULATION OF THIS INFORMATION MEMORANDUM. THIS
INFORMATION MEMORANDUM SHALL ALSO BE FILED WITH SEBI AS PER EXTANT
PROVISIONS. THE NCRPS HAVE NOT BEEN RECOMMENDED OR APPROVED BY SEBI NOR
DOES SEBI GUARANTEE THE ACCURACY OR ADEQUACY OF THIS INFORMATION
MEMORANDUM. IT IS TO BE DISTINCTLY UNDERSTOOD THAT THIS INFORMATION
MEMORANDUM SHOULD NOT, IN ANY WAY, BE DEEMED OR CONSTRUED THAT THE
SAME HAS BEEN CLEARED OR VETTED BY SEBI. THE SEBI DOES NOT TAKE ANY
RESPONSIBILITY EITHER FOR THE FINANCIAL SOUNDNESS OF ANY SCHEME OR THE
PROJECT FOR WHICH THE ISSUE IS PROPOSED TO BE MADE, OR FOR THE CORRECTNESS
OF THE STATEMENTS MADE OR OPINIONS EXPRESSED IN THIS INFORMATION
MEMORANDUM. HOWEVER SEBI RESERVES THE RIGHT TO TAKE UP AT ANY POINT OF
TIME, WITH THE ISSUER, ANY IRREGULARITIES OR LAPSES IN THIS INFORMATION
MEMORANDUM.

CAUTIONARY NOTE

WHEN INVESTING IN THE NCRPS, THE ELIGIBLE PARTICIPANTS ACKNOWLEDGE THAT
THEY: (I) ARE KNOWLEDGEABLE AND EXPERIENCED IN FINANCIAL AND BUSINESS
MATTERS, HAVE EXPERTISE IN ASSESSING CREDIT, MARKET AND ALL OTHER
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RELEVANT RISK AND ARE CAPABLE OF EVALUATING, AND HAVE EVALUATED,
INDEPENDENTLY THE MERITS, RISKS AND SUITABILITY OF PURCHASING THE NCRPS,
(I) HAVE NOT REQUESTED THE ISSUER TO PROVIDE IT WITH ANY FURTHER MATERIAL
OR OTHER INFORMATION, (111) HAVE NOT RELIED ON ANY INVESTIGATION THAT ANY
PERSON ACTING ON THEIR BEHALF MAY HAVE CONDUCTED WITH RESPECT TO THE
NCRPS, (1V) HAVE MADE THEIR OWN INVESTMENT DECISION REGARDING THE NCRPS
BASED ON THEIR OWN KNOWLEDGE (AND INFORMATION THEY HAVE OR WHICH IS
PUBLICLY AVAILABLE) WITH RESPECT TO THE NCRPS OR THE ISSUER, (V) HAVE HAD
ACCESS TO SUCH INFORMATION AS DEEMED NECESSARY OR APPROPRIATE IN
CONNECTION WITH PURCHASE OF THE NCRPS, (VI) ARE NOT RELYING UPON, AND HAVE
NOT RELIED UPON, ANY STATEMENT, REPRESENTATION OR WARRANTY MADE BY ANY
PERSON, INCLUDING, WITHOUT LIMITATION, THE ISSUER, AND (VII) UNDERSTAND
THAT, BY PURCHASE OR HOLDING OF THE NCRPS, THEY ARE ASSUMING AND ARE
CAPABLE OF BEARING THE RISK OF LOSS THAT MAY OCCUR WITH RESPECT TO THE
NCRPS, INCLUDING THE POSSIBILITY THAT THEY MAY LOSE ALL OR A SUBSTANTIAL
PORTION OF THEIR INVESTMENT IN THE NCRPS, AND THEY WILL NOT LOOK TO THE
LEGAL ADVISOR TO THE ISSUE FOR ALL OR PART OF ANY SUCH LOSS OR LOSSES THAT
THEY MAY SUFFER.
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DEFINITIONS/ ABBREVIATIONS/ TERMS USED

Term

Full Form / Meaning

Applicable Law

Any statute, national, state, provincial, local, municipal,
foreign, international, multinational or other law, treaty, code,
regulation, ordinance, rule, judgment, order, decree, bye-law,
approval of any Governmental Authority, directive, guideline,
policy, requirement or other governmental restriction or any
similar form of decision of or determination by, or any
interpretation or administration having the force of law of any
of the foregoing by any Governmental Authority having
jurisdiction over the matter in question, whether in effect as of
the date of this Information Memorandum or at any time
thereafter in India

Arranger

A SEBI registered merchant banker, broker or a RBI registered
primary dealer, who on behalf of the Eligible Investors bid on
the BSE EBP Platform.

Application Form

Application form forming part of the PPOAL to be issued by
the Issuer

Application Money

The money credited by an applicant to the Designated Bank
Account of the Issuer for the purpose of subscription to the
NCRPS

Articles of Association / Articles

The Articles of Association of the Issuer

Beneficial Owners

Those persons whose names appear on the beneficiary details
provided by the Depositories (NSDL and/or CDSL) as on the
Record Date

Business Day

Means all days on which the money market is functioning in the
city of Mumbai

Business Day Convention

Should any of the dates defined above or elsewhere in the
Information Memorandum, excepting the Date of Allotment
and the Redemption Date, fall on a Saturday, Sunday or a Public
Holiday in Mumbai, the next business day shall be considered
as the effective date. In case the Redemption Date falls on a
Saturday, Sunday or a Public Holiday in Mumbai, the previous
business day shall be considered as the Redemption Date and
the Date of Allotment

BSE

BSE Limited

BSE EBP Platform

Electronic bidding platform of the BSE for issuance of eligible
securities on private placement basis

Board The board of directors of the Issuer

CARE Credit Analysis & Research Limited

CDSL Central Depository Services (India) Limited
CIN Corporate ldentification Number

CIC Core Investment Company

Companies Act

The Companies Act, 2013, and the rules made thereunder, as
applicable, as may be amended or modified or substituted from
time to time

Company / LTFHL / Issuer

L&T Finance Holdings Limited

CRAR

Capital to Risk Assets Ratio

Date of Allotment

Has the meaning set out in the section headed “Terms of the
Issue”
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Term

Full Form / Meaning

Depository Participant / DP

A depository participant as defined under Depositories Act,
1996, as amended

Designated Bank Account

Has the meaning set out in the section headed “Terms of the
Issue”

Designated Stock Exchange

BSE Limited

Director

A Director on the Board of the Company

Dividend Payment Date

Has the meaning set out in the section headed “Terms of the
Issue”

EBP

Electronic book platform

ECS

Electronic clearing system

Eligible Participants / Eligible
Investors

Has the meaning set out in the section headed “Terms of the
Issue”

Face value Has the meaning set out in the section headed “Terms of the
Issue”
FCNR Foreign currency non-resident

FY/Financial Year

Means each financial year ending on 31 March in each year

Governmental Authority

Any (a) government (central, state or otherwise) or sovereign
state; (b) any governmental agency, semi-governmental or
judicial or quasi-judicial or administrative entity, department or
authority, or any political subdivision thereof; and (c)
international organisation, agency or authority, or including,
without limitation, any stock exchange or any self-regulatory
organization, established under any Applicable Law

GOl Government of India

GST Goods and services tax

HFC Housing Finance Company

ICCL Indian Clearing Corporation Limited

Identified Investors

Persons who are Eligible Participants and have been identified
by the Issuer pursuant to a resolution of the Board/ resolution
of a committee of the Board and to whom this Information
Memorandum is specifically addressed

India Ratings

India Ratings & Research Private Limited

Ineligible Investor

Has the meaning set out in the section headed “Terms of the
Issue”

Information Memorandum / IM

This Information Memorandum dated September 24, 2019

INR/Rupees The lawful currency of the Republic of India

IPO Initial public offering

IT Information technology

Issue Private placement of NCRPS, being Rs. 50,00,00,000 (Rupee

Fifty Crore) with option to retain oversubscription, up to a total
Rs. 100,00,00,000 (Rupees One Hundred Crore) with an
aggregate issue amount of Rs. 150,00,00,000 (Rupees One
Hundred and Fifty Crore) constitutes the “Issue”

Issue Opening Date

Has the meaning set out in the section headed “Terms of the
Issue”

Issue Closing Date

Has the meaning set out in the section headed “Terms of the
Issue”

L&T

Larsen & Toubro Limited

L&T Financial Services Group

Issuer and its direct and indirect Subsidiaries

MCA

Ministry of Corporate Affairs, Government of India

Memorandum of Association

The Memorandum of Association of the Issuer
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Term Full Form / Meaning

NBFC Non-banking financial company

NBFC-CIC-ND-SI Systemically important non deposit taking core investment
company NBFC

NEFT National electronic funds transfer

NHB National Housing Board

NHB Act National Housing Bank Act, 1987, as amended

NPA Non-Performing Assets

NSDL National Securities Depository Limited

Promoter L&T

Pay-In Date Has the meaning set out in the section headed “Terms of the
Issue”

PAS Rules Companies (Prospectus and Allotment of Securities) Rules,
2014, as amended from time to time

PPOAL Private placement offer and allotment letter issued to successful
Eligible Investors in accordance with this Information
Memorandum

RBI Reserve Bank of India

RBI Act Reserve Bank of India Act, 1934, as amended

Record Date

Has the meaning set out in the section headed “Terms of the
Issue”

Redemption Amount

Has the meaning set out in the section headed “Terms of the
Issue”

Redemption Date

Has the meaning set out in the section headed “Terms of the
Issue”

Register of NCRPS Holders

The register of members holding NCRPS maintained by the
Company and/or the RTA

RTA Registrar and transfer agent
RTGS Real time gross settlement
SEBI Securities and Exchange Board of India

SEBI EBP Circulars

Has the meaning as set out in the cover page

SEBI LODR Regulations

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

SEBI NCRPS Regulations

SEBI (Issue And Listing Of Non-Convertible Redeemable
Preference Shares) Regulations, 2013, as amended

Stock Exchange BSE Limited

Subsidiary Has the meaning set out in the section headed “Information
About the Company”

TDS Tax deducted at source

UTR Unique transaction reference




IM
For Private Circulation only

RISK FACTORS

An investment in NCRPS involves a high degree of risk. You should carefully consider each of
the following risk factors and all other information set forth in this Information Memorandum,
before making an investment in NCRPS. The risks and uncertainties described below are not
the only risks that we currently face. Additional risks and uncertainties not presently known to
us or that we currently believe to be immaterial may also adversely affect our business, financial
condition, results of operations and cash flows. If any or some combination of the following
risks, or other risks that are not currently known or believed to be adverse, actually occur, our
business, financial condition and results of operations could suffer, the trading price of, and
the value of your investment in, our NCRPS could decline and you may lose all or part of your
investment.

In making an investment decision with respect to this Issue, you must rely on your own
examination of our Company and the terms of this Issue, including the merits and risks involved.
Unless otherwise indicated, the financial information included herein is based on our Audited
Consolidated Financial Statements as of and for the Financial Years ended March 31, 2019,
2018 and 2017. Unless the context otherwise requires, in this section, reference to “we”, “us”
“our” or “Our Group” refers to our Company together with our Subsidiaries, on a
consolidated basis.

INTERNAL RISK FACTORS
1.  Restrictions on payment of dividend and redemption

In accordance with the provisions of the Companies Act, the dividends payable on the
NCRPS can only be out of distributable profits of the company for that year, calculated
in accordance with the provisions of the Companies Act or out of the distributable profits
of the company for any previous fiscal year(s) arrived at as laid down by the Companies
Act. Further, where the profits (including accumulated profits standing in the profit or
loss account) are inadequate, dividends can be paid out of free reserves, in accordance
with the Companies Act and the rules made thereunder. Redemption of the NCRPS can
only be made out of the distributable profits of the Company or fresh issue of shares. In
case the Company does not have adequate distributable profits, the Company will not be
able to pay the dividends on the NCRPS. Further, in case the Company does not have
adequate distributable profits or the Company is unable to raise money by fresh issue of
shares, the Company may be unable to redeem the NCRPS.

2.  The Company’s primary source of revenue is the dividend declared by each of its
Subsidiaries

The Company is the holding company for the L&T Financial Services Group and has
only limited operations. As a result, the revenues of the Company are derived mainly
from the dividends that the Subsidiaries companies declare from time to time.
Consequently, in the event that if one or more of the Subsidiaries companies are unable
to or do not declare dividends for whatsoever reasons including but not limited to any
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macroeconomic situation or other factors generally affecting the industry in which such
Subsidiaries operate, the Company may have lesser, significantly lower or no revenues.
In such a situation, the profits of the Company may be affected which would affect the
Company’s ability to declare and pay dividend on the NCRPS.

Company and its Subsidiaries have undertaken covenants which may affect the
Company'’s ability to pay dividend

The Company and its Subsidiaries are party to certain financing documents under which
the Company or its Subsidiaries are restricted from declaring a dividend if in relation to
the Company or such Subsidiary an event of default has occurred including defaults on
payments and breach of financial covenants and is continuing. While, the Company is
not a party to the financing arrangements entered into by its Subsidiaries, any continuing
breach of financial covenants by the Company itself for its Subsidiaries could impact the
Company’s ability to declare dividends on the NCRPS or the profits of the Company
may be affected on account of the inability of the Subsidiaries /s to pay dividend which
would in turn affect the Company’s ability to declare and pay dividend on the NCRPS.
Further, the Company has independently entered into financing arrangements and this
risk factor shall be applicable on the occurrence of any events of default under such
financing arrangements. As of the date of the Information Memorandum, there is no
event of default subsisting in the Company or its Subsidiaries.

Downgrading of rating

In case the Company is unable to pay the dividend in accordance with the terms of the
NCRPS for any reason whatsoever, including for reasons of inadequate profit, the rating
for the NCRPS as well as other rated instruments of the Company may be downgraded
which may adversely impact the business, profitability and financing abilities of the
Company.

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 business depend, in large part, on our timely access
to, and the costs associated with, raising funds. Our funding requirements historically
have been met from various sources, including bank loans and working capital facilities,
non-convertible debentures, perpetual debts, FCNR, commercial paper, equity and
preference shares and subordinated debt. Our business thus depends and will continue to
depend on our ability to access a variety of funding sources. 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, our risk management policies,
the shareholding of our Promoter in our Company, our credit ratings, our brand equity,
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the regulatory environment and policy initiatives in India and developments in the
international markets affecting the Indian economy. 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.

Certain regulatory developments have affected NBFCs access to select funding sources,
and have affected their costs of borrowings including through funding from banks and
securitization and assignment transactions. For example, pursuant to the RBI circular
dated May 3, 2011, loans extended by commercial banks to NBFCs after April 1, 2011,
are not considered priority sector loans. While scheduled commercial banks may still
choose to lend to NBFCs, they may charge higher rates to do so as these loans no longer
count towards their priority sector lending requirements. However, pursuant to the RBI
circular on “Priority sector lending — lending by banks to NBFCs for on lending” dated
August 13, 2019, bank credit extended to registered NBFC’s (other than Micro Finance
Institutions) for on-lending to the categories of agriculture and micro and small
enterprises will now be classified as priority sector lending; further, this circular has also
increased the existing limits for on-lending by HFCs from Rs. 10 lakh per borrower to
Rs. 20 lakh per borrower in housing category.

Further, the restrictions imposed on NBFCs by the RBI through a Master Circular — Bank
Finance to Non- Banking Financial Companies dated July 1, 2015, as amended (“Master
Circular”) may restrict our ability to obtain bank financing for specific activities.
Pursuant to the Master Circular, the RBI has imposed certain restrictions on banks
providing financing to NBFCs. Under this Master Circular, certain activities by NBFCs
are ineligible for financing by banks, including certain types of discounting and
rediscounting of bills; current and long term investments in shares, debentures, loans and
advances by NBFCs to their subsidiaries and group companies; lending by NBFCs to
individuals for subscribing to public offerings and purchasing shares from the secondary
market; unsecured loans; inter-corporate deposits provided by NBFCs; and subscription
to shares or debentures by NBFCs. In addition, the Master Circular prohibits:

. banks from granting bridge loans of any nature, provide interim finance against
capital or debenture issues or in the form of loans of a temporary nature pending
the raising of long term funds from the market by way of capital, deposits, or other
means to any category of NBFCs;

o banks from accepting shares and debentures as collateral for secured loans granted
to NBFCs; and

o banks from executing guarantees covering inter-company deposits or loans that
guarantee refund of deposits or loans accepted by NBFCs.

Changes in economic, regulatory and financial conditions or any lack of liquidity in the
market could adversely affect our ability to access funds at competitive rates, or at all,
which could adversely affect our liquidity and financial condition.

17



IM
For Private Circulation only

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 (including foreign banks), financial institutions,
captive finance affiliates of players in various industries, small finance banks and other
NBFCs who are active in infrastructure, retail and corporate finance. Many 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. Many 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 and the extent to which there is
consolidation among banks and financial institutions in India.

In relation to the asset management, wealth management, advisory and syndication
services we offer, we also face competition from banks, asset management companies
and consulting organizations. Currently we are in the process of selling our stake in the
wealth management business in India to IIFL Wealth Finance Limited. The transaction
is subject to regulatory approvals and the conditions specified in the share purchase
agreement. However, we continue to provide wealth management services through our
wholly owned subsidiary in Dubai, UAE, (L&T Capital Markets (Middle East) Limited).
For further information, please refer to the section on “material developments” on page
68 of this Information Memorandum.

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 farm equipment 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.

We may not be able to maintain our current levels of profitability due to increased costs
or reduced spreads between the interest rates at which we borrow and lend.

Our business strategy involves a high level of ongoing interaction with our customers.
We believe that this involvement is an important part of developing our relationship with
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our customers, identifying new cross-selling opportunities and monitoring our
performance. However, this level of involvement also entails higher levels of operating
costs and also requires a relatively higher gross spread, or margin, on the finance
products we offer in order to maintain profitability. There can be no assurance that we
will be able to maintain our current levels of profitability if the gross spreads on our
finance products were to reduce substantially, which could adversely affect our results
of operations.

We are affected by volatility in interest rates for both our lending and treasury
operations, which could cause our net interest income to decline and adversely affect
our results of operations and profitability.

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
3,058.32 crore or 90.38 % of our total income of X 3,383.92 crore for the quarter ended
March 31, 2019 and X 11,637.90 crore or 87.49 % of our total income of X 13,301.52
crore for the Financial Year 2019.

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 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 rates we pay on our
borrowings that we are unable to pass to our customers, we may find it difficult to
compete with our competitors, who may have access to funds at a lower cost or lower
cost deposits. To the extent our borrowings are linked to market interest rates, we may
have to pay interest at a higher rate than lenders that borrow only at fixed interest rates.
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.

Fluctuations in interest rates may also adversely affect our treasury operations. In arising
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 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. Our inability to effectively and
efficiently manage interest rate variations and our failure to pass on increased interest
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rates on our borrowings 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.

The risk of non-payment or default by borrowers may adversely affect our financial
condition and results of operations.

As of March 31, 2019, our total loans outstanding were X 99,121 crore. The table below
sets out a breakdown of our total loans and NPAs by business segments:

Adjusted Total Gross
Loans and NPAs
Advances
% crore X crore % of total loans*
Wholesale finance 47,178 4,161 9.68%
Housing finance 25,519 208 0.83%
Rural finance 25,577 864 3.46%
Defocused business 848 316 37.46%
Adjusted Total Loans and advances 99,121 5,549 5.90%

%tage is derived based on principal outstanding

Our wholesale finance business primarily provides debt, equity or hybrid financing, and
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:

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

o changes in government and regulatory policies;
o time and cost overruns in the construction and operation of infrastructure projects;

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

. the unwillingness of consumers to pay for infrastructure services;
o the inability of consumers to pay for infrastructure services;

o the inability of infrastructure developers to pass on additional costs to government
infrastructure utilities under contractual arrangements with them;

o shortages of, or adverse price developments in respect of raw materials and key
project inputs such as oil and natural gas;

o potential defaults under financing arrangements with lenders and investors;
o failure of third parties to perform on their contractual obligations;
o adverse developments in the overall economic environment in India;

o interest rate or currency exchange rate fluctuations or changes in tax regulations;
and
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o 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.

Our inability to effectively and efficiently manage interest rate variations and our failure
to pass on increased interest rates on our borrowings 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.

Further, we provide construction finance loans through our housing finance segment and
construction finance loans may be exposed to risks related to time and cost overruns and
related increases. Factors such as third party performance risks, delays in obtaining the
requisite approvals, environmental risks, changes in market conditions, changes in
government or regulatory policies, permits, licenses or certifications from the relevant
authorities as well as shortages of, or material increases in prices of, construction
materials, equipment, technical skills and labor, or other unforeseeable problems and
circumstances may lead to delays in, or prevent the completion of, real estate
development projects and result in costs substantially exceeding those originally
budgeted, which may affect real estate developers’ ability to repay their loans.

In addition, real estate developers may be impacted by the passing of the Real Estate
(Regulation and Development) Act, 2016, as amended (“Real Estate Act”). The Real
Estate Act sets forth a reporting, compliance regime governing real estate projects,
including mandating developers to disclose details of registered projects including with
respect to the land status, approvals and other such details, and requiring developers to
pay interest in case of delays in project completion. Further, the Real Estate Act also
makes it mandatory for real estate developers to put 70.00% of the amount collected from
buyers for a real estate project into a separate bank account, which amount may only be
used for land costs and costs for construction of such real estate projects and sets forth a
separate resolution mechanism for real estate disputes.

For our rural finance business, our NPAs are 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 rural finance segment 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.

Our borrowers may also default on their obligations to us as a result of their bankruptcy,
competition within their respective sectors, lack of liquidity, time and cost overrun,
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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. As of March 31, 2019, our total loans outstanding were X 91,324.63 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 NPAS
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.

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

We operate under five principal business segments: rural finance, housing finance and
wholesale finance under our lending business, and investment management and wealth
management under our non-lending business. Pursuant to a share purchase agreement
dated August 28, 2019, our Company has agreed to sell its entire shareholding (including
shares held by our nominee directors) in its wholly owned subsidiary (L&T Capital
Markets Limited (“LTCM?”)) in the wealth management business in India to IIFL Wealth
Finance Limited (“IWFL”) or its affiliates. The transaction is subject to regulatory
approvals and the conditions specified in the share purchase agreement. However, we
continue to provide wealth management services through our wholly owned subsidiary
in Dubai, UAE, (L&T Capital Markets (Middle East) Limited). Any adverse
developments in the industries we operate in, may adversely 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:

. the demand for two-wheelers, farm equipment and micro loans 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);

. 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;

o the demand for infrastructure projects in India;

o any adverse developments in the microfinance industry, such as the microfinance
crisis of 2010 in India and the impact of currency demonetization in 2016 on micro-
loans generally;

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

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

o other macroeconomic conditions in India and globally.
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We have significant exposure to certain sectors. 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 non-performing assets in our
portfolio, adversely affecting our business, financial performance and results of
operations.

As at March 31, 2019, with 19.68%, 15.16%, 9.83%, 7.43%, 5.79% and 1.49% of our
total adjusted loans and advances comprising loans towards renewable energy projects,
construction finance, transportation projects, farm equipment, two-wheelers and power
transmission projects, respectively, we have significant exposure in renewable energy,
roads, transportation projects, power transmission, housing, construction and rural
sectors in India and may continue to have significant concentration of loans in these
sectors. 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
non-performing assets in our portfolio and may adversely affect our business, financial
performance and results of operations.

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 non-performing assets in our
portfolio, may adversely affect our business, financial performance and results of
operations.

Our top 20 borrowers in terms of adjusted loans and advances represented 26.91%,
15.99%, and 9.82% of our total adjusted loans and advances as of March 31, 2019, 2018
and 2017, 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
bankruptcy, competition within their respective sectors, lack of liquidity, operational
failure, government or other regulatory intervention, among others, may increase the
level of non-performing assets in our portfolio and may adversely affect our business,
financial performance and results of operations.

Our Company is a holding company and all our company’s business operations are
conducted through our Subsidiaries and the performance of our Subsidiaries may
adversely affect our results of operations.

We are a holding company and all our business operations are conducted through our
Subsidiaries, primarily L&T Infrastructure Finance Company Limited, L&T Finance
Limited, L&T Housing Finance Limited, L&T Infra Debt Fund Limited, L&T Capital
Markets Limited and L&T Investment Management Limited. The financial condition
and results of operations of our Company are thus dependent upon the performance of
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our Subsidiaries and the dividends our Company receives from them. Our financial
condition and results of operations could be adversely affected should our equity stake
in our Subsidiaries be diluted or in the event they cease to be our subsidiaries. The ability
of our Subsidiaries to make dividend payments is subject to applicable laws and
regulations in India relating to payment of dividends. In addition, loans obtained by these
Subsidiaries may contain restrictions on the payment of dividends, including, among
others, financial covenants being met and certain debt service accounts being adequately
funded prior to the declaration or payment of dividends by these Subsidiaries. Further,
in the event of a bankruptcy, liquidation or re-organisation of a Subsidiary, our
Company’s claim in the assets of such Subsidiary as a shareholder remains subordinated
to the claims of lenders and other creditors of such Subsidiary.

We are subject to laws and regulations governing the banking and financial services
industry in India as well as those for companies having listed securities in India. Changes in
laws and regulations governing us could adversely affect our business, results of
operations and prospects.

As an NBFC, we are subject to regulation by Government authorities, including the RBI
and SEBI. For example, we are subject to the RBI’s guidelines on regulation of NBFCs,
including capital adequacy, exposure and other master directions. 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 and other relevant authorities pursuant to the provisions of RBI regulations,
the Companies Act and other regulations. As we have equity, debt and other securities
listed on Indian stock exchange, we are also required to comply with the regulations of
SEBI from time to time. 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.

Certain of our Subsidiaries are similarly subject to regulation by Government authorities.
For example, our Subsidiary, L&T Housing Finance Limited, is registered as a housing
finance company (“HFC”’) with the NHB under the National Housing Bank Act, 1987
(“NHB Act”). Pursuant to the NHB Act and various regulations, circulars and guidelines
issued by the NHB, HFCs are currently required to comply with, among others, limits
on borrowings, investments, interest rates and tenure on deposits, prudential norms for
income recognition, asset classification and provisioning for standard and non-standard
assets, norms for creation of special reserves and provision for demand and time
liabilities as well as minimum capital adequacy and liquidity requirements. The
regulations applicable to us also address issues such as our conduct with customers and
recovery practices, market conduct and foreign investment. NHB regulations also require
HFCs to maintain a minimum capital adequacy ratio, consisting of tier I capital and tier
Il capital of not lower than 12% of its aggregate risk weighted assets and risk adjusted
value of off-balance sheet items, as applicable. Further the total tier 1l capital at any point
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of time shall not exceed 100% of the tier | capital. At a minimum, tier | capital shall not
be less than 6% of risk weighted assets. Pursuant to Finance Act (No. 2) Act, 2019,
Government of India has transferred the regulation of HFC’s from NHB to Reserve Bank
of India (“RBI”). Subsequently RBI, through a press release dated August 13, 2019, has
informed that till the revised framework is issued, HFCs shall comply with the directions
and instructions issued by NHB.

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.

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 (“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. Certain
of our Subsidiaries are similarly subject to periodic inspection by the relevant
Government authorities governing them. For example, our Subsidiary, L&T Housing
Finance Limited, is registered as an HFC with the NHB and is subject to periodic
inspections by the NHB with respect to the controls, laws and regulations applicable to
it as an HFC. 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,
or, the authorities will not make similar or other observations in the future. In the event
we are unable to resolve such deficiencies to the satisfaction of the relevant authority, we
may be restricted in our ability to conduct our business as we currently do. While we
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seek to comply with all regulatory provisions applicable to us, in the event we are unable
to comply with the observations made by the 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.

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 March 31, 2019, a large percentage 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, inrelation to our wholesale finance business, our collateral is typically the assets
and cash-flows from infrastructure projects such as renewable energy generation
projects, power distribution projects and operational 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 among
other things, 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, as the underlying security on our housing loans is primarily mortgages or
other form of security over the other real property of the borrower, a substantial portion
of our loan portfolio is exposed to fluctuations in real estate prices and any negative
events affecting the real estate sector. The value of real estate properties secured under
our loans is largely dependent on prevalent real estate market conditions, as well the
quality of the construction and the pedigree of the relevant developer. The value of the
collateral on the loans disbursed by us may decline due to adverse market conditions
including an economic downturn or a downward movement in real estate prices. 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.
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Similarly, for the asset-backed loans of our rural finance segment, the equipment and
vehicles purchased by our customers are hypothecated in our favor 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.

Further, certain ownership documents of the immovable properties that are mortgaged to
us may not be duly registered or adequately stamped. Failure to adequately stamp and
register a document renders the document inadmissible in evidence. Consequently,
should any default arise in relation to the corresponding loans, we may be unable to, or
may incur additional expenses to, enforce our rights in relation to such mortgaged
properties. Further, if any of our borrowers take recourse of arbitration or litigation
against our repayment claims or if a specialized regulatory agency gains jurisdiction over
any of our borrowers, it may cause a further delay in our recovery process leading to
depreciation of the secured asset. A failure or delay in recovering the expected value
from sale of collateral security could expose us to a potential loss. Any such losses could
adversely affect our business prospects, financial condition and results of operations. As
a result, if our customers default, we may receive less money from liquidating collateral
than is owed under the relevant financing facility, and, in turn, incur losses, even where
we successfully repossess and liquidate the collateral, thereby adversely affecting our
business, future financial performance and results of operations.

Micro loans poses unique risks not generally associated with other forms of lending in
India, and, as a result, we may 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.

Our micro loans customers typically belong to economically weaker segments of society
in India, who have limited sources of income, savings and credit records, and who
typically cannot provide us with any collateral or security for their borrowings. As a
result, our micro loans customers present a higher credit risk of default than the
customers of the other segments of our business (who have greater financial resources
and more established credit histories) and other borrowers living in urban areas with
better access to education, employment opportunities, and social services. In addition,
we rely on non-traditional guarantee mechanisms in connection with our loan products,
which are generally secured by informal individual and joint liability group guarantees,
rather than tangible assets. There can however be no assurance that such joint liability
arrangements will ensure repayment by the other members of the joint liability group in
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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
customized due diligence and credit analysis procedures, there can be no assurance that
we will be able to ensure a lower delinquency rate. 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, repayment of micro loans is
susceptible to various political and social risks, including any adverse publicity relating
to the micro loans sector, public criticism of the micro loans sector, the introduction of
a stringent regulatory regime, or religious beliefs relating to loans and interest payments.
As a result, our micro loans pose a higher degree of risk than loans secured with physical
collateral.

As at March 31, 2019, adjusted loans and advances for our micro loans segment were X
12,476 crore, which accounted for 12.59 % of our total adjusted loans and advances. As
at March 31, 2019, the Gross NPAs for our micro loans segment was X 357 crore. The
gross NPAs as a percentage of the gross loans and advances for our micro loans segment
were 2.91%, 4.68%, and 4.06% as at March 31, 2019, 2018 and 2017, respectively, while
the net NPAs as a percentage of net loans and advances were 0.24%, 0.58%, and 0.00%
as at March 31, 2019, 2018 and 2017, respectively. Due to the underlying financial
and social circumstances of our micro 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.

We may be unable to sell or reduce the size of loans under our other financing
businesses which may adversely affect our business and results of operations.

Commencing on April 1, 2016, we have streamlined and reorganized our financing
businesses and employees under three primary financing business segments, i.e., rural
finance, housing finance and wholesale finance. Correspondingly, we have divested
certain part of, and are in the process of running-down, non-core business assets. These
businesses include commercial vehicle financing, construction equipment financing,
receivable discounting, small and medium enterprise term loans, car financing, loyalty
and personal loans, debt capital markets among others. Additionally, we are in the process
of running-down our structured finance business. Our other financing businesses
comprised 0.86%, 1.84%, and 4.01%, of our total adjusted loans and advances as of
March 31, 2019, 2018 and 2017, respectively. We may also consider divesting certain
of our existing investments. In the event we are unable to further reduce the amount of
loans outstanding under our other financing businesses or sell these loans to third parties
at acceptable rates, or at all, or if we have to write-off these loans or classify them as
NPAs, our business, asset quality and results of operations may be adversely affected.
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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 and NHB regulations, as are relevant to us and our various Subsidiaries. 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.

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

Part of our collections, specifically collections in our rural finance business segments, 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 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.

Our business is also susceptible to fraud by dealers, distributors and other agents through
the forgery of documents, multiple financing of the same vehicle and unauthorized
collection of instalments on behalf of us. Given the high volume of transactions
involving cash processed by us in our rural finance business, certain instances of fraud
and misconduct by our representatives or employees may go unnoticed for some time
before they are discovered and successfully rectified. Even when we discover instances
of fraud and other misconduct and pursue legal recourse or file claims with our insurance
carriers, there can be no assurance that we will recover any amounts lost through such
fraud or other misconduct. Our dependence upon automated systems to record and
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process transactions may further increase the risk that technical system flaws or
employee tampering or manipulation of such systems will result in losses that are
difficult to detect or rectify.

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 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 Limited and Equifax, 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 non-performing and restructured assets, which could adversely affect our business
prospects, financial condition and results of operations.
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We are in the process of upgrading 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 upgrading such systems.
We have commenced utilizing the loan management system capabilities of a reputed
third party and have migrated our data from our previous loan management systems. We
have also entered into agreements with third parties such as IT companies to upgrade
our IT infrastructure and are in the process of establishing new technology enabled
centralized processing units. If our IT vendors are unable to fulfill their contractual
obligations or if we encounter any failure in the timely implementation, performance or
integration of such systems, we may not be able to recover the expenses we incurred,
experience interruptions in our operations, loss of customers, damaged reputation and
weakening of our competitive position.

Further, our ability to operate and remain competitive will depend in part on our ability
to maintain and upgrade our information technology systems on a timely and cost-
effective basis, including adopting and implementing new technologies before our
competitors. We may experience difficulties in upgrading, developing and expanding
our systems quickly enough to accommodate our growing customer base and range of
products. Any failure to effectively maintain or improve or upgrade our technology
systems in a timely manner could adversely affect our competitiveness, financial position
and results of operations.

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. ICRA had rated our Company’s
non-convertible debentures (“NCDs”) at ICRA AAA/Stable in August 2018. In August
2019,while the ratings have been reaffirmed by ICRA, the outlook on the long-term
rating has been revised from Stable to Negative because of the increased systemic risks
in the wholesale sector.

CARE has rated our Company’s NCDs at ‘CARE AAA/Stable’ and non-convertible
cumulative preference shares at ‘CARE AAA(RPS)/Stable’ and India Ratings has rated
our NCDs at "IND AAA/ Stable’. The rating on our Company’s short-term debt by
ICRA, CARE and India Ratings are at ICRA Al+, CARE Al+, IND Al+, respectively.
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Credit ratings across the industries we operate may also depend on the underlying
circumstances and economic environment around such industries. For instance, during
the Financial Year 2010, credit ratings were downgraded for micro-finance institutions
with substantial lending exposure to a particular state, as a result of a crisis in the
microfinance industry, there was an impact on fundraising activities and the business and
financial performance of companies with large exposure to micro-finance sector. Further,
in 2016, as a result of a number of factors, such as the Government of India's
demonetization measures, the credit ratings of a number of microfinance companies were
downgraded. Any downgrade in our credit ratings could increase borrowing costs and
adversely affect our access to capital and debt markets, which could in turn adversely
affect our interest margins, our business and results of operations. In addition, any
downgrade in our credit ratings could increase the probability that our lenders impose
additional terms and conditions to any financing or refinancing arrangements we enter
into in the future. However, these ratings are not recommendations to buy, sell or hold
securities and prospective investors should take their own decisions.

We may require additional financing for our business operations, including for our
Subsidiaries, 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 timely manner could
adversely impact our ability to incur capital expenditure, our business, results of
operations and financial condition.
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We may experience difficulties in expanding our business into new regions and markets in
and outside 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 finance 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. Further, we seek to
expand our business to locations outside of India in addition to our subsidiary in Dubai,
UAE, (L&T Capital Markets (Middle East) Limited) with respect to our wealth
management business. 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 number of states in India have enacted laws to regulate
money lending transactions. These laws establish a 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.

We undertake certain business operations outside of India and it is possible that we find
it difficult to maintain our operations in such jurisdictions.

We currently provide wealth management services to clients outside of India, through
our wholly owned subsidiary in Dubai, UAE. Operating in such jurisdictions presents
additional difficulties including:

23



27.

28.

IM
For Private Circulation only

o lack of equivalent experience in operating in these jurisdictions as compared to
our experience in operating in India;

. operations in such jurisdictions are subject to different competitive environments
and regulatory regimes in respect of which we have less knowledge and expertise;
and

o the client base in such jurisdictions that may be interested in our wealth
management services is more limited than in India.

Therefore, we may not be able to grow our business outside of India at the same rate as we
grow our domestic business, or at all, and it is possible that we find it difficult to maintain
our operations in such jurisdictions.

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.

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 managementand 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.

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 Managing Director & Chief
Executive Officer and key managerial personnel and also upon our ability to manage
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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 March 31, 2019, we employed 21,042 permanent employees. 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.

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 housing finance business has the highest contribution from the Mumbai
Metropolitan Region and the National Capital Region with 66%, 74%, and 59% of our
outstanding housing finance loans as of March 31, 2019, 2018 and 2017, respectively,
arising from these regions. Further, our farm equipment finance business is dependent
on the state of Madhya Pradesh, with 14.39%, 17.81%, and 23.79% of our outstanding
farm equipment finance loans as of March 31, 2019, 2018 and 2017, respectively,
arising from these regions 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 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.

We have presented in this Information Memorandum certain financial measures and
other selected statistical information relating to our financial condition and operations
which is not prepared under or required by Ind AS or erstwhile Indian GAAP. These
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financial measures and statistical 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.

We compute and disclose such non-GAAP financial information relating to our
financial condition and operations as we consider such information to be useful
measures of our business and financial performance. Such non-GAAP financial
information is based on management accounts and internal financial information
systems of our Company and is prepared by adjusting, based on management estimates,
the financial measures in the audited or reviewed consolidated financial statements of
our Company. Non-GAAP information should not be considered in isolation from, or
as a substitute for, financial information presented in the audited or reviewed
consolidated financial statements of our Company.

Further, the non-GAAP financial information may be different from financial measures
and statistical information disclosed or followed by other NBFCs and HFCs. The non-
GAAP financial 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, HFCs or other financial services companies. Accordingly, investors should not
place undue reliance on the non-GAAP financial information included in this
Information Memorandum.

All the financial numbers and ratios provided in the Information Memorandum
pertaining to March 2019 are in accordance with applicable IndAS and previous
financial numbers are stated in erstwhile IGAAP.

We enter into assignment transactions to transfer certain receivables from our
outstanding loan portfolio. If such assignment of receivables is held to be unenforceable
under applicable law, our business, financial condition and results of operations could
be adversely affected.

From time to time we novate or assign receivables from our outstanding loan portfolio
to other NBFCs and banks for a consideration to, among other reasons, improve our
liquidity and financial ratios. As of March 31, 2019, our portfolio of assigned
outstanding loans was X 9.81 crore In January 2009, the High Court of Gujarat held that
the provisions of the Banking Regulation Act, 1949 do not permit banks to assign debt
due to them, including the assignment of debt between two banks. However, on appeal,
the Supreme Court of India reversed the decision of the High Court of Gujarat and held
that assignment of debts by the banks inter-se is not barred by law. If in the future, one
or more of the assignment transactions entered into by us is held to be unenforceable by
a court of law, we may be required to terminate such assignment transactions. Such
events may adversely affect our business, financial condition and results of operations.
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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.

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

As a NBFC-CIC-ND-SI, our Company is required to maintain a capital ratio requirement
of at least 30% 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, our Subsidiaries, being financial institutions regulated by the RBI and/or NHB,
are subject to certain capital adequacy ratios. The minimum capital requirement or capital
adequacy ratios required to be maintained by us and our Subsidiaries, as well as the
respective capital adequacy ratios of us and our Subsidiaries as at March 31, 2019 are as
follows:

Name of Company Category Minimum capital Capital Adequacy Ratio
requirement/
adequacy ratio 31 March |31 March |31 March

2019 2018 2017
L&T Finance NBFC-CIC-ND-SI 30% 77.88% 95.08% 82.17%
Holdings Ltd
L&T Infrastructure]| NBFC-ND-SI 15% 21.19% 20.67% 19.69%
Finance Company
Ltd
L&T Finance Ltd |NBFC-ND-SI 15% 15.77% 17.92% 16.42%
L&T InfraDebt |NBFC-IDF 15% 24.13% 28.39% 39.32%
Fund Ltd
L&T Housing HFC 12% 17.92% 17.74% 15.39%
Finance Ltd

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 adequacy ratios with
respect to our business. We cannot assure you that we will be able to raise adequate
additional capital in the future on terms favorable to us.

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.
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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. 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.

Any failure, inadequacy and security breach in our information technology systems
may adversely affect our business.

Our operations depend on our ability to process a large number of transactions on a
daily basis across our network of offices, most of which are connected through computer
systems and servers to our head office. 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 rural finance 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.
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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, know your customer 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.

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.
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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. Consequently, our inability to obtain additional credit facilities or renew
our existing credit facilities in a timely and cost-effective manner or at all may lead to
mismatches between our assets and liabilities, which in turn may adversely affect our
operations and profitability.

There are outstanding litigation pending against us, which, if determined adversely,
could affect our business, results of operations and financial condition.

Our Company, Promoter, our Directors and Subsidiaries are party to various 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.

We benefit from our relationship with our Promoter. Our Promoter will continue to
retain majority shareholding in us after the Issue, which will allow it to exercise
significant influence over us.

Our Promoter shall 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.

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
the L&T group. We believe that this goodwill ensures a steady inflow of business. In the
event L&T significantly dilutes its shareholding in our Company, 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. L&T has also provided corporate
guarantees in relation to certain borrowings availed of by us. In the event that any of these

30



40.

41.

42.

IM
For Private Circulation only

guarantees are revoked, the lenders for such facilities may require alternate guarantees,
repayment of amounts outstanding under such facilities, or may even terminate such
facilities.

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.

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 favorable 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 favorable terms had such transactions been entered into with parties that
were not related parties. 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 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.

Fluctuations in the market values of our investments and other asset portfolio could
adversely affect our result of operations and financial condition.

We maintain a portfolio of investments, which includes government 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.

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
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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.

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 3s, know your customer requirements and other internal control mechanisms.
We also require licenses and approvals to operate our various lines of business under our
Subsidiaries. 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, meeting centres 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. A court, 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
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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.

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.

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 our Promoter. Pursuant to a trademark
license agreement dated December 1, 2010, as amended from time to time (the
"Trademark License Agreement™), with our Promoter, our Company and our
Subsidiaries have 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 profit after tax for the first year, 3.0% of the
PAT for the second year or 5.0% of profit after tax for the third year onwards, of each of
the licensees, whichever is lower, plus goods and service tax. 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
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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.

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 favorable 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
goodwill.

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.

Our home loans business is subject to certain tax and fiscal benefits which may be
discontinued in the future by the Gol or state governments relating to financing of
purchase or construction of property.

The rapid growth in the housing finance industry in India in recent periods has in part been
due to tax and related fiscal benefits extended to homeowners by the Government of India
or state governments. 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.
We cannot assure you that the Government of India will continue to offer such tax
benefits to borrowers at the current levels or at all, which may adversely affect the
demand for housing and consequently housing finance. The Government of India has also
provided incentives to the housing finance industry by extending priority sector status to
certain housing loans and making funds available to housing finance companies at lower
rates. In addition, our Subsidiary, L&T Housing Finance Limited, being a housing
finance company, is entitled for other tax benefits under the Income Tax Act which result
in areduction of our annual income tax rate. We cannot assure you that the Government
of India will continue to make such tax or fiscal benefits available to housing finance
companies such as us or that it will continue to offer us low cost funding on the same
terms or at all. If such low cost funding is not made available to us, there may be an
adverse effect on our cost of funds and consequently our operating margins and net
interest margin.

Most of our offices and branches are located on leased premises and non-renewal of
lease agreements or their renewal on terms unfavorable to us could adversely affect our
operations.
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As of March 31, 2019 all the 322 branches of our subsidiaries 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 unfavorable 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 our business and
financial condition.

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 March 31, 2019, our Company, at a consolidated level, had total borrowings of X
91,506.98 crore. 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, certain entities
forming part of our Group are required to obtain prior written consents from their
respective lenders for, among others, the following matters:

. to declare or pay dividend to any of their shareholders whether equity or preference,
during any Financial Year unless they have paid to the lender the dues payable by
them in that year;

. to change their capital structure;

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

o to amend their MOA and AOA or alter their constitution;

. to undertake substantial change in general nature of business;

o to change their ownership or control; and
o 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 requested, 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
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conducting our business, which may have an adverse effect on our business and results
of operations.

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
30,363.70 crores as of March 31, 2019, interest rates for which are either fully floating or
partially floating in nature, expressed as a base rate 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 and financial condition.

We have experienced negative cash flows in relation to our operating activities and
investment activities in recent years/periods. Any negative cash flows in the future could
adversely affect our results of operations and financial condition.

We had a cash outflow from operating activities for Financial Years 2019, 2018, and
2017. No assurance can be made that this will not continue in the future.

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

As of March 31, 2019, we had certain contingent liabilities not provided for, amounting
to X 3,220.50 crores 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 audited financial statements 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. In the event that any of these contingent liabilities materialize, our
financial condition may be adversely affected.

Some of our Subsidiaries have incurred losses in the past.

Certain of our Subsidiaries have incurred losses in the last three Financial Years as
indicated in the table below:

in X crores
Particulars Financial Financial Financial
'Year 2019 Year 2018 | Year 2017
IndAS IGAAP IGAAP
L&T Investment Management Limited - - 25.81
L&T Capital Markets (Middle East) Limited 1.56 - -
Mudit Cement Private Limited 6.88 5.68 5.49
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L&T Access Distribution Services Limited - - 0.94
(amalgamated with L&T Capital Markets
Limited, appointed date being April 1, 2017)

L&T Mutual Fund Trustee Limited 0.10 0.06 -
L&T Infra Investment Partners Trustee Private - 0.01 -
Limited
L&T Infra Investment Partners Advisory Private] 4.26 - -
Limited

We cannot assure you that our Subsidiaries will not continue to incur losses in future,
that their net worth will be positive in the future or that any of the foregoing will not
adversely affect our business, future financial performance and results of operations.

We are required to prepare our financial statements with effect from April 1, 2018 under
the Ind AS. As Ind AS differs in various respects from Indian GAAP, our financial
statements for the Financial Year 2019 may not be comparable to our historical
financial statements.

The Companies (Indian Accounting Standards) Rules, 2015 (“IAS Rules”), as amended
by the Companies (Indian Accounting Standards) (Amendment) Rules, 2016, enacted
changes to Indian GAAP that are intended to align Indian GAAP with IFRS. The IAS
Rules provide that financial statements of companies to which such rules apply shall be
prepared and audited in accordance with Ind AS. Ind AS differs in various respects from
Indian GAAP. We are required to prepare our financial statements in accordance with Ind
AS with effect from April 1, 2018 with comparatives for prior periods. While we have
not determined with any degree of certainty the impact that the adoption of Ind AS will
have on our financial statements, we are aware that Ind AS will impact certain items in
our financial statements such as income from loan and advances, finance cost, provision
on non-performing assets and deferred tax. However, this summary may not contain all
significant differences between Indian GAAP and Ind AS applicable to our Company
and reliance by prospective investors on this summary should be limited. Accordingly,
our financial statements for the period commencing from April 1, 2018 will not be
comparable to our historical financial statements. Further, our financial statements for
the Financial Year 2018 prepared under Ind AS will not be comparable to our financial
statements prepared for such period under Indian GAAP.

In addition, our Promoter, L&T, currently prepares its consolidated annual and quarterly
financial statements in Ind AS. As a result, and solely for the purposes of consolidation,
our Company has been preparing and providing its financial information under Ind AS
to L&T for periods prior to April 1, 2018. These results are used by L&T to prepare its
consolidated results and are also disclosed by L&T as a part of its financial services
segment. Our financial results under Ind AS will vary from the results currently
published by L&T as part of its financial services segment since the date of transition to
Ind AS shall be different under both the scenarios.
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The introduction of GST effective July 1, 2017 has resulted in an increase in our tax
expenses and future increases in our tax expenses may result in additional cost which
may adversely affect our business, financial condition and results of operations.

The introduction of the GST effective July 1, 2017 has resulted in an increase in the cost
of tax compliance as a result of the change to state-level tax compliance from centralized
tax compliance pre-GST. The rate of GST on financial services, excluding interest
revenue, is 18% compared to the 15%service tax rate that was payable before the
implementation of GST. While certain companies are allowed 100% of the input tax
credit, NBFCs, such as our Company, and banks are required to reverse 50% of the input
tax credit under GST, which was also the rule under the service tax regime. However,
due to the increase in the tax rate, our input tax credit reversal has increased from 7.75%
under service tax to 9.0% under GST for most of the services that we avail resulting in
additional cost. Although this impact is partially offset due to the fact that we are entitled
to avail input tax credit on the goods and services we purchase, the implementation of
GST has resulted in an overall increase in our tax expenses. Also, as under GST, more
than one adjudicating authority will be involved, each authority may hold a different
opinion on the same underlying issue which will prolong the adjudication process and
may lead to increase in pending litigations.

RISK RELATING TO THE INSTRUMENT

55.

56.

In case the Company does not have adequate profits, the Company will not be able to
pay dividends on the NCRPS.

As per the provisions of the Companies Act, the dividends payable on the NCRPS can
only be out of profits of the Company for that year, calculated in accordance with the
provisions of the Companies Act or out of the profits of the Company for any previous
fiscal year(s) arrived at as laid down by the Companies Act. Further, where the profits
(including accumulated profits standing in the profit or loss account) are inadequate,
dividends can be paid out of free reserves, in accordance with the Companies Act and
the rules made thereunder. Further, it is clarified that the dividend on NCRPS is required
to be paid out of respective current year’s profit only. In case the Company does not have
adequate profits, the Company will not be able to pay the dividends on the NCRPS.

There could be adverse changes in the future to the credit rating assigned to the NCRPS,
which will adversely affect the holders of the NCRPS.

The current issue has been rated ‘CARE AAA (RPS)’.

In the event of deterioration in the financial health of the Company, there is possibility
that the rating agency may downgrade the ratings of the NCRPS. In such a case, a potential
investor may incur losses on revaluation of the investments or may have to make
provisions towards sub-standard / non-performing investment as per their standard norms.
The rating is not a recommendation to purchase, hold or sell the NCRPS in as much as
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the ratings do not comment on the market price of the NCRPS or its suitability to a
particular investor. There is no assurance either that the rating will remain at the same
level any given period of time or that the rating will not be lowered or withdrawn entirely
by the rating agency.

There may not be an active secondary market for the NCRPS which will affect the
tradability of NCRPS in the market.

While the NCRPS are being issued on a private placement basis, investors are requested
to note that there may not be an active secondary market for NCRPS. There is no
assurance that a trading market for the NCRPS will exist and no assurance as to the
liquidity of any trading market. Further, the liquidity and market prices of NCRPS can be
expected to vary with changes in market and economic conditions, our financial condition
and prospects and other factors that generally influence market price of such instruments.

Failure to receive listing approval for issuance of NCRPS will affect the holders of
NCRPS.

An issuer desirous of making an offer of NCRPS on a private placement basis shall make
an application for listing to the Stock Exchanges. The Issuer is required to comply with
conditions of listing of such NCRPS as specified in the listing agreement with the Stock
Exchange where the NCRPS are sought to be listed. Failure to receive listing approval
will adversely affect the holders of NCRPS.

EXTERNAL RISKS

Risks Relating to India

59.

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:

. any increase in Indian interest rates or inflation;

. any exchange rate fluctuations;

. 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;

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

. changes in India’s tax, trade, fiscal or monetary policies, like application of GST;
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. political instability, terrorism or military conflict in India or in countries in the
region or globally, including in India’s various neighboring 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 regul