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L&T Finance embodies a commitment to innovation, digital, and
customer focus, revolutionising the realm of financial services

and opening up new opportunities. Our organisational principles
revolve around scalability and sustainability, as demonstrated by
our proven track record of delivering value to all stakeholders. We
prioritise responsible business practices, integrity, and consistency,
which drive our day-to-day operations.

To foster growth, we place great emphasis on digital as the
foundation of our strategy. By harnessing state-of-the-art
technology, our goal is to promote innovation and efficiency
throughout our operations, continuously improving our
capabilities to meet the diverse needs of our customers.

As we strive towards our strategic objectives, we prioritise retail loans, fintech solutions, and data analytics as the
cornerstones of our development. By focusing our efforts on these areas, we strengthen our market presence and foster
sustainable progress. Our robust risk management framework ensures that we approach these endeavours with caution and

accuracy.

Through seamless integration of retail, digital, and sustainability, we are advancing on an upward trajectory. With a clear
vision and unwavering determination, we are Accelerating towards Lakshya, guided by our purpose and perseverance.

Corporate Information
Board of Directors

S. N. Subrahmanyan

Non-Executive Director & Chairperson

Dinanath Dubhashi
Managing Director & Chief Executive Officer

hankar Raman

7 Company Secretary

Apurva Rathod

Statutory Auditors

M/s KKC & Associates LLP (formerly known as Khimji and
Kunverji & Co LLP)

Registered Office & Investor Service Centre

Brindavan, Plot No.177, C.S.T. Road,

Kalina, Santacruz (East), Mumbai - 400 098,

Maharashtra, India

Phone: +91 22 6212 5000

ax: +91 22 6212 5553
Itfs.com




Corporate Overview —o

About the Report

Who We Are
Performance Highlights
Chairman’s Message

Managing Director & CEO’s Message

Management Discussion
& Analysis o

Sustainability
Performance —— o

Value Creation

Stakeholder Engagement and
Materiality Assessment

Corporate Governance

Financial Capital

Manufactured and Intellectual Capital
Human Capital

Social and Relationship Capital

Natural Capital

04

06

24

28

32

64

86

112

130

144

172

192

214

Business Responsbility & Sustainability
Reporting

Assurance Statement
GRI Content Index

TCFD Disclosure

=) Glossary o

2Z| Statutory Reports ——

Board's Report

Corporate Governance Report

@l Financial Statements —

Standalone

Consolidated

g Notice °

Quick Information

Market Capitalisation as on March 31, 2023

BSE Code

NSE Symbol

AGM Day & Date

AGM Mode

:%20,345.70 Cr
1533519

: L&TFH

: Friday, July 28, 2023

: Video-Conference/Other Audio-Visual Means

226

285

294

301

302

303

328

353

437

541




@ L&T Finance
—

ABOUT THE REPORT
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At L&T Finance Holdings Limited and its subsidiaries (collectively

referred to as ‘LTF’ or ‘your Company’), delivering products and services
sustainably to its customers has been a key focus. To further this
commitment, it adopted ‘Lakshya 2026’ strategy in FY22 which centres on

moving towards a customer-centric approach. This is being accomplished
through the four key pillars of:

» Sustained profit and growth engine
» Demonstrable strength in risk management
» Creating Fintech@Scale

» Sustainable future growth through ESG

LTF has taken significant strides in achieving the objectives it has set for itself in its

Lakshya strategy. Your Company has been disclosing its performance on ESG annually
through Sustainability and Integrated Reports since FY19. For FY23, it aims to report

on the financial and non-financial performance through an Integrated Annual Report
(Report). Through this, your Company endeavours to present a holistic view of its strategic
approach, goals and objectives, the performance against these and the way forward.

Integrated Annual Report 2022-23



REPORTING GUIDELINES

The financial information in Report has been prepared in
line with the requirements of:

» The Companies Act, 2013 (including the rules made
thereunder)

» The Companies (Accounting Standards) Rules, 2006

> The Securities and Exchange Board of India (Listing and
Obligations and Disclosure Requirements) Regulations,
2015

» The Banking Regulation Act, 1949, and other relevant
RBI regulations

The non-financial information in this Report has been
prepared in accordance with the applicable regulatory
requirements and the principles of the <IR> framework
prescribed by the International Integrated Reporting
Council (IIRC). The disclosures made are in line with the
Global Reporting Initiative (GRI) Standards for the period
April 1, 2022 and/or as on March 31, 2023. Additionally,
the Report is aligned with:

» National Guidelines on Responsible Business Conduct
(NGRBCQ)

> Business Responsibility and Sustainability Reporting
(BRSR) requirements prescribed by the Securities and
Exchange Board of India (SEBI)

» United Nations Sustainable Development Goals (UN
SDGs)

» Task Force on Climate-Related Financial Disclosures
(TCFD)

L&T Finance Holdings Limited

o Corporate Overview

REPORTING BOUNDARY

The Report details the performance of LTF for the period
between April 1, 2022 and/or as on March 31, 2023, and
provides the performance of its corporate office, 1,861
branches, including closed and handed over branches. The
restatements of information for FY22 wherever applicable,
have been provided.

Rural Business Loans & Micro Finance both were part of
erstwhile Micro Loans; the split has been made following
RBI circular on Micro Finance Institutions.

PRECAUTIONARY PRINCIPLE

LTF adopts a precautionary approach in risk management
and lending decisions to mitigate any adverse social and
environmental impacts. Principles such as stakeholder
inclusiveness, completeness and materiality were followed
while preparing this Report. The same is enumerated
across various sections of Report.

ASSURANCE

Your Company undertook a thorough internal validation
process during the development of this Report to ensure
the quality and reliability of the information disclosed
herein. The disclosures were subjected to an independent
third-party external assurance process. Ernst & Young
Associates LLP, an independent external assurance
provider, has assured the Report, in accordance with
limited assurance requirements based on ISAE 3000
Assurance standards. The assurance statement forms a
part of this report.

To facilitate access to the available information, links are
included throughout this Report to relevant corporate
website pages. For any queries and feedback on the
information presented in this Report, you can write to
igrc@ltfs.com.

|3



L&T Finance Holdings Limited (LTFH) is one of the leading Non-Banking Financial Company (NBFC),

offering a range of financial products and services through its subsidiary L&T Finance Limited under
the L&T Finance brand. Headquartered in Mumbai, the Company has been rated AAA - the highest
credit rating for NBFCs - by four leading rating agencies.

LTF's unwavering commitment to upholding the legacy of its parent company, Larsen & Toubro
Limited (L&T), is deeply ingrained in its approach to conducting business. The L&T Group is one of
the most respected and renowned companies in India’s private sector. L&T Group has established an
enviable reputation over the last eight decades by upholding high quality and customer satisfaction
standards. L&T has excelled in multiple areas, including technology, engineering, construction, and
manufacturing, and maintains its leadership position within the industry.

Integrated Annual Report 2022-23
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{ VALUES

» To be a top-class
‘digitally-enabled’ retail
finance company moving
from ‘product-focused’
to ‘customer-focused’
approach, creating

» Top notch Retail NBFC

Ambition

Q

» Catering to the rural, urban mass

affluent, aspirer & SME segment
Pride

-

Using digital & data analytics

» Creating a creditworthy pool of

sustainable value for all Dedaling customers for retention, upsell &
our stakeholders cross-sell
@ Integrity » Delivering top class sustainable
RoA

LTFH became a publicly listed company in 2011, three years after its inception. RBI has registered the Company as a Non-
Banking Financial Company Core Investment Company (NBFC-CIC).

LTFH has its shares listed on the Stock Exchanges BSE E
in India.

EXPERIENCE THE NEW

L&T Finance Holdings Limited
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> Board of Directors

Mr. S. N. Subrahmanyan

Non-Executive Director & Chairperson

Mr. S. N. Subrahmanyan is the CEO & MD of Larsen & Toubro Limited and serves on the
board of directors of this multi billion dollar conglomerate.

SNS, as he is popularly known, is also Vice Chairman on the boards of LTIMindtree and
L&T Technology Services, Chairman of L&T Metro Rail (Hyderabad) Limited, and Director
and Chairperson of L&T Finance Holdings Limited.

Prior to becoming CEO & MD in July 2017, SNS led L&T's infrastructure business to its position as the country’s largest
construction organisation and 14" in the world. He is now responsible for leading the breadth and width of L&T’s
considerable business interests to new growth levels, riding on the enormous benefits of digitalisation, big data,

and predictive analysis that he drives internally with exceptional zeal. He places a premium on innovation, project
management and talent development, particularly in leadership roles.

Hailing from Chennai, India, SNS commenced his professional journey with L&T in 1984 as a project planning engineer
armed with a degree in civil engineering and a post-graduation in business management. Mentored by stalwarts, he
took on roles of increasing responsibility across business verticals. With an entrepreneurial mindset, drive, and foresight,
he led L&T's foray into executing developmental projects starting with the extremely successful HITEC City project in
Hyderabad and Bangalore International Airport. He successfully set up the Ready Mix business in India for the first time,
bagged mandates to design & build all major international airports in India and ventured into untapped geographies like
the Middle East, Africa & ASEAN.

Under his leadership, SNS has transformed L&T into a company that builds the tallest, largest, longest, smartest, and
most complex to Speed & Scale. L&T is among the three Indian companies to feature in the top 46 Most Honoured
Companies according to the New York-based B2B publication, Institutional Investor, and has featured on the Forbes list
as one of the world's best employers.

SNS has been ranked 8™ in the Construction Week Power 100 Ranking for 2022. In 2020, he was ranked as the Top
CEO (Sell Side) and the 3 Best CEO (Overall) in the All-Asia Executive Team Survey conducted by Institutional Investor.
In 2019, he was conferred the Emergent CEO Award at the CEO Awards and in March 2022, he was recognized as the
winner in the Infrastructure & Engineering category of the Business Today-PwC India’s Best CEOs ranking.

SNS holds positions of pre-eminence on various industry bodies, construction institutions and councils. In February 2021,
he was appointed as the Chairman of the National Safety Council (NSC) for three years by the Union Ministry of Labour
& Employment and he is one of nine founding members of the Climate Finance Leadership Initiative (CFLI).

NN
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Mr. Dinanath Dubhashi o
Managing Director & Chief Executive Officer \

With a rich experience of over three decades, Mr. Dinanath Dubhashi has worked in
multiple, domains of Financial Services such as Retail & Infrastructure lending, Rural
Finance, Corporate Banking, Cash Management, Credit Ratings, Insurance and Wealth
Management.

Mr. Dubhashi has been associated with LTF since 2007 and has been instrumental in
scaling up the retail business operations manifold, across customer segments and geographies. During his tenure as the
Managing Director & CEO of LTFH since 2016, LTF has achieved several market leading positions in Farm Equipment Finance,
Two-Wheeler Finance, Rural Group Loans & Micro Finance and Renewable Power Finance.

The strategy roadmap defined under his leadership has transformed LTF into an organisation focused on delivering
sustainable top quartile RoE through decisive strategic choices. The increase in retail proportion of loan book under his
leadership to 75% in FY23, has been built on the foundations of distinctive digital and analytics-based offering and a robust
risk management framework.

As a part of his professional journey, he has also been associated with organisations such as BNP Paribas, CARE Ratings and
SBI Capital Markets in various capacities.

Mr. Dubhashi has also been co-chairing the FICCI Committee on NBFCs since 2018. He is a Postgraduate from IIM Bangalore
Kand holds a B.E. (Mechanical) degree. J

Mr. R. Shankar Raman o
Non-Executive Director \

Mr. R. Shankar Raman is a qualified Chartered Accountant and a Cost Accountant. Over the
past 39 years, Mr. Shankar Raman has worked in varied capacities in the field of finance.

Mr. Shankar Raman joined L&T Group in November 1994 to set up L&T Finance Limited,
a wholly owned subsidiary. Over the years, Mr. Shankar Raman assumed responsibilities
to oversee the entire finance function at the Group level including functions like Risk

Management, Investor Relations, Mergers & Acquisitions and Legal. Mr. Shankar Raman was appointed as Chief Financial
Officer of Larsen & Toubro Limited in September 2011 and subsequently elevated to the Board on October 1, 2011.
Mr. Shankar Raman is also on the Board of several companies within the L&T Group.

Mr. Shankar Raman has been a recipient of several awards such as Best CFO of Asia in the Industrial Sector in a survey
conducted by the prestigious New York based Institutional Investor Magazine, winner of Best CFO Awards from CNBC TV18,
Financial Express, and Business Today. Mr. Shankar Raman is also the recipient of the Life Time Achievement Award in the field
of Finance from Financial Express.

Mr. Shankar Raman is presently a member of the Advisory Committee to The Insolvency and Bankruptcy Board of India (IBBI) on
Corporate Insolvency & Liquidation and also a member of the SEBI - Corporate Bonds and Securitization Advisory Committee
(CoBoSACQ). He is also a member of Cll National Committee on Financial Reporting & Cll National Committee for CFOs.

Mr. Shankar Raman is the past Chairman of the Cll's National Committee of CFOs. He was also a member of Uday Kotak’s
KCommittee on Corporate Governance constituted by SEBI. j

L&T Finance Holdings Limited E
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Mr. Shailesh Haribhakti
Independent Director \

Mr. Shailesh Haribhakti is a renowned Chartered and Cost Accountant, and a Certified
Internal Auditor, Financial Planner, and Fraud Examiner, with over five decades of
experience. Mr. Haribhakti is the Chairman of Shailesh Haribhakti & Associates Chartered
Accountants, and the Vice Chairman of GOVEVA Consulting Private Limited. He has
been conferred with the Global Competent Boards Designation (GCB.D) by Competent
Boards Inc, Canada, and presented with the honorary PhD title of ‘Doctor of Letters’ by
ITM University. He has been awarded the Vivekananda Sustainability Award — 2022 by
Vivekananda Youth Connect Foundation.

A proponent of a clean and green environment, he is credited to have successfully established the concept of ‘Innovate
to Zero' and technology enabling CSR/ESG/Sustainability. In the space of dispute settlement and arbitration, he has
demonstrated his expertise as Expert Witness and Valuer in both domestic and international jurisdictions. He represented
India on the Standards Advisory Council (SAC) of the International Accounting Standards Board (IASB) in London for two
years. He worked with Polish Business Advisory Services (PBAS), an affiliate of IFC Washington, to establish Activity-based
costing and Strategic Planning Processes in Polish SMEs.

In addition, Mr. Haribhakti is currently the Non-Executive Chairman of the Board of Bluestar Limited, Cynergis Infotech India
Private Limited, Protean e-Gov Technologies Limited, and Chairman of IBS Fintech India Private Limited, Planet People & Profit
Consulting Private Limited, YCWI Green Solutions Private Limited. He is also a Board Member of several leading companies
including Adani Total Gas Limited, Bajaj Electricals Limited, Bennett Coleman and Company Limited (Times Group),
Brookprop Services Private Limited (a Brookfield REIT), Future Generali India Life Insurance Company Limited, Gaja Trustee
Company Private Limited (Gaja Capital Group), L&T Finance Holdings Limited, Torrent Pharmaceuticals Limited, amongst
others.

In recent times, some prominent Boards and Board Committees led by him have been recognized with coveted awards,
which speak of his penchant for excellence in the areas of corporate governance and sustainability. Mr. Haribhakti has
been associated with many management institutions as well as industry and professional forums. He has led the Bombay
Management Association, Institute of Internal Auditors, Bombay Chapter, Western India Regional Council, Institute of
Chartered Accountants of India, Indian Merchants Chambers, Financial Planning and Standards Board, India, and Rotary
Club of Bombay over the last many decades. Mr. Haribhakti has served on the Securities and Exchange Board of India’s
Committee on Disclosures and Accounting Standards and Takeover Panel and was Chairman of the NPS (National Pension
KScheme) Trust from 2015-2017. j
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Mr. P. V. Bhide
O
Independent Director \

Mr. P. V. Bhide is a retired IAS Officer of the Andhra Pradesh Cadre (1973 Batch). He has
worked in several Government positions during a career spanning nearly four decades.

In the State Government, he has worked as the Deputy Secretary in Medical & Health
Department and also as the Commissioner Relief (Department of Revenue). He was also
the Finance Secretary and Secretary Energy for Andhra Pradesh. He also worked as the
Managing Director of A.P. State Handloom Weavers Co-operative Society Limited (APCO)
and Chief Executive & Managing Director of Godavari Fertilisers and Chemicals Limited.

With the Government of India, his roles include Deputy Secretary/Director of Economic Affairs, Ministry of Finance, Executive
Advisor to India’s Executive Director to the International Bank for Reconstruction and Development (IBRD/World Bank), Joint
Secretary and later as Secretary - Department of Disinvestment, Ministry of Finance, Additional Secretary/Spl. Secretary -
Ministry of Home Affairs. He retired as Revenue Secretary - Ministry of Finance, Govt. of India.

He has done B.Sc. (Hons. Chemistry), LLB from Faculty of Law, Delhi University and holds a Masters degree in Business
Administration.

Mr. Thomas Mathew T.
Independent Director \

Mr. Thomas Mathew T. has over four decades of strategic leadership and operational
experience in the Life Insurance and Reinsurance industry. He was the Managing
Director and Interim Chairman of L.I.C. of India. He was also India MD & CEO of
‘Reinsurance Group of America’. He was nominated by SEBI as the Chairman of the
Metropolitan Stock Exchange of India. He has served as a Director on the Boards of
Mahindra & Mahindra Limited, Tata Power Co. Limited, Voltas Limited, IFCI Limited and

Corporation Bank. He was a member of the Governing Council of the MDI, Gurgaon, Actuarial Institute of India & Chairman
of The National Insurance Academy, Pune. He was also a member of the ‘Take Over Panel’ of SEBI.

Mr. Mathew is a Director on the Boards of Canara HSBC Life Insurance Company, LIC (International) B.S.C.(c), Bahrain and
subsidiaries of the Company.

Mr. Mathew is PGDM Marketing, Postgraduate in Economics, Law Graduate and Associate of the Insurance Institute
of India.

N /
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Dr. Rajani R. Gupte
Independent Director \

Dr. Rajani R. Gupte is the Vice Chancellor of the Symbiosis International University, Pune.
An academic with over 40 years of experience in teaching, research and administration,
she has extensive experience as an institution-builder. She has received several awards for
her outstanding contribution to education.

She is an Independent Director on the Boards of several companies in the financial sector.
She has served on various committees of the Confederation of Indian Industries (Cll) and
University Grants Commission, India. She has been appointed by UGC as a member of the Western Zonal Committee for the
implementation of National Education Policy, 2020.

She is part of a Think Tank of eminent economists formed by NITI Aayog and is also a member of NITI Aayog Consultation
Group of Experts for the Education Vertical.

A distinguished academic, she received her Doctorate degree in Economics from the prestigious Gokhale Institute of
Economics and Politics, Pune.

N J

Mr. Pavninder Singh
Nominee Director X

Mr. Pavninder Singh serves as the Managing Director at Bain Capital Private Equity, LP, as
part of the Asia Pacific Private Equity team. He leads their efforts in India and South East
Asia with a focus on Financial & Business Services and Industrial & Energy verticals. Prior
to that he was based in the New York Office as part of the North American Private Equity
industrials team. He has been closely involved with a number of Bain Capital’s investments
in the region, including Axis Bank, Hero MotoCrop, JM Baxi, L&T Financial Services, Quest
Engineering, Chindata, Emcure Pharmaceuticals and Brillio.

He currently serves on the Boards of Quest, L&T Finance Holdings Limited, Brillio. Prior to Bain, he served as a Co-Chief
Executive Officer of Medrishi.com. He also served as a Consultant at Mercer Management Consulting, where he consulted in
the e-commerce, retail and energy industries.

He received an M.B.A. from Harvard Business School, where he was a Baker Scholar and has also received a B.A. degree
from Harvard College.

- J
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> Group Executive Committee

Dinanath Dubhashi Sudipta Roy Sachinn Joshi
Managing Director & Chief Chief Operating Group Chief
Executive Officer Officer Financial Officer

Raju Dodti Sanjay G li
aju Boad SilEureEte E Abhishek Sharma
Chief Executive - Wholesale Chief Executive - . o .
and SME Finance Urban Finance et blgit Gy
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Sonia Krishnankutty Rupa Rege Nitsure Tushar Patankar

Chief Executive - Rural . . Chief Risk Officer
: . Group Chief Economist ) -
Business Finance L&T Finance Limited

Santosh B. Parab Apurva Rathod Asheesh Goel
Group Head - Secretarial and Chief Executive -

General Counsel - .
CSR & Sustainability Farmer Finance
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D> PERFORMANCE HIGHLIGHTS

FINANCIAL CAPITAL

U 5% [/69°/o
Retailisation Highest-Ever Annual

Retail Disbursement

1384« | ¥1,623c

Retail PAT Consol PAT

7.46%

Lowest-Ever Yearly WAC

T 61,053 c

Retail Book

85%
Retail Contribution to
PAT

INTELLECTUAL CAPITAL

T 240 . ¥ 1,650

Digital Collections Digital Sourcing

30 1akhss 4.5

PLANET App Downloads Star Rating on
Google Play Store
(PLANET App)

Integrated Annual Report 2022-23
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74%
Customer |nteracti0n5

through Digital
Channels

4.3
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MANUFACTURED CAPITAL

2 Cr+ 25 lakhs+ 51 .50/0

Customer Database Repeat Customers in Proportion of Rural Loan
Rural Group Loans & Book* from Low-Income
Micro Finance States*
1,862 28,000+ ~2,00,000
Number of Branches Partner Villages Served
pan India (including Touchpoints

corporate office)

100+

Cities/Towns Served

*Rural Loan Book includes Rural Business Finance & Farmer Finance _
#Low-income states as per National Statistical Office, Ministry of Statistics and Programme Implementation, Government of India

HUMAN CAPITAL

27,506 L/27% 1.51

Women in Group Male To Female
Executive Committee Compensation Ratio

Total Employees

L/ZZ% 23.98

Increase in Employee Average Training Hours
Volunteering Hours per Employee

L&T Finance Holdings Limited
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SOCIAL AND RELATIONSHIP CAPITAL

30 1akhs+ 11,600 1,370

CSR Beneficiaries* Women Entrepreneurs* Digital Sakhis*

200"' 60.09 lakhs+ 6.57 lakhs+

Digital Seva Kendras*

Women Beneficiaries NTC Customers in
Receiving Rural Group Rural Group Loans and
Loans and Micro Finance Micro Finance in FY23

42

Number of Aspirational
Districts Served*

*Data is as on March 31, 2023
#Business presence in districts identified as ‘Aspirational’ by Government of India

NATURAL CAPITAL

28-92 lakhs+ tCO2e 40/0 ~300/0

Emissions Avoided Annual Reduction in Annual Reduction
Energy Consumption in CO2 Emissions*

23,539 50,000+ 7,710«

Number of EVs Saplings Planted Waste Recycled
Financed

280 1akhs KL+ [/ “

Water Replenished Water Positive —

Status Achieved

*Scope 1 & Scope 2 Emissions

Integrated Annual Report 2022-23
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Credit Rating by CRISIL, ICRA,
CARE, India Ratings

CDP Score - Climate change 2022 - ‘B’
LTFH received a ‘B’ which is in the

Management band. This is higher
B “‘ CDP than the Asia regional average of
CIRCLOSURE InstanT acTion C, and higher than the Financial
services sector average of B-

In December 2022, LTFH received
an ESG Risk Rating of 19.2 and was 1) susTamaLrTics
assessed by Sustainalytics to be at

low risk of experiencing material RATED

financial impacts from ESG factor*

N

&8 ESG Ratings

Constituent of the FTSE4Good
Index Series

ESG Rating: 3.9

ICB Supersector: Financial Services
Percentile Rank: 87

—

*Disclaimer: As of December 2022, L&T Finance Holding Limited received an ESG Risk Rating of 19.2 from Morningstar Sustainalytics and was assessed to be at
Low risk of experiencing material financial impacts from ESG factors. In no event the ESG Risk Rating shall be constructed as investment advice or expert opinion
as defined by the applicable legislation.

Performed in top decile in ‘FBN

Diversified Financial Services and

S&P Global | Cepital Markets Industry’ in S&P Global

Corporate Sustainability Assessment

FTSE4Good

(Score as on February 17, 2023)

For ESG Ratings, please access, https://www.|tfs.com/csr

L&T Finance Holdings Limited
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Crgitel Customer Experiance
Cuntomer Exparience Conbux & Awords 2023
Conbex & Awords 2023

Winnar
Best Mobsle App Experience
ol the Year
L&T Fnsce

Best Website Redesign & Experience Best Mobile App Experience of the
Year for the PLANET App

Best Enterprise Security at the BFSI Anti-Fraud Award at the 5% Annual
Technology Conclave 2023 Anti-Fraud Conclave and Awards

Integrated Annual Report 2022-23
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LEADERSHIP AWARDS

2022

Recognising

LE&T Finance Holdings
for

Owerall ESG Leadership

Presented By:

Acuite”™ ZEso fisk

.

—_

! Environment Excellence Award 20221 }

Cerfiticats of Appreciation
for Services Sectar

awarded to
L&T Finance Holdings Limited
in Large Enterprise Categary 3

e
—D._J

@J‘% 13 My 2021
i G-

& &

Dun & Bradstreet ESG Award 2023 for ICC - Environment Excellence Awards 2022
Business Sustainability (Certification of Appreciation)

L&T Finance Holdings Limited
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MAHATMA /N
AWARD . | || RREPR

Octadber 1 2022 | Do

AMIT
SACHDEVA
INTIATIVE

Clahatme Aword for Regorting oed Tragarengy
presented lo

INDIA | USA | UK | SOUTH AFRICA
mahatmagward.com

/ W

ICAI Sustainability Reporting Awards Mahatma Award for Reporting and
2021-22, Won a plaque in the Integrated Transparency
Reporting - Service Sector Category

<y

IAMALI - Best Use of Technology Maharashtra CSR Award
to Drive CSR Initiative

Integrated Annual Report 2022-23



Best Digital Financial Literacy CSR Film - ’ > -

727 LN

Social and Business Enterprise
Responsible Awards (SABERA) for Digital
Sakhi Project

L&T Finance Holdings Limited



CHAIRMAN'’S
MESSAGE

Your Company’s competitive
advantage lies in the ability to
meet the ever-dynamic financial
needs of its customers, while also
maintaining a sharp focus on asset
quality, ensuring favourable return
on assets and fostering steadfast
growth in the retail segment.

99

Dear Stakeholders,

'Accelerating towards Lakshya - Retail, Digital

and Sustainable’ — the theme of our very first
Integrated Annual Report published this year

aptly describes our journey towards creating an
organisation which is retail, digital in nature and
sustainable. As we transcend into a future filled
with newer avenues for our business supported

by the growth of the Indian economy, it gives me
immense pleasure to present a detailed account of
our performance during the year.

As you are aware, we are all set to become a
top-class, digitally-enabled, retail finance company
moving from a ‘product-focus’ to a ‘customer
-focus’ approach keeping our strategic plan
Lakshya 2026 in mind which was unveiled in 2022.
In FY23, we have taken significant strides towards
achieving our Lakshya 2026 and are confident of
achieving the same in FY24 itself. Your Company.
will continue its journey of retailisation and grow.
at a minimum of 25% CAGR going forward.

Your Company intends to achieve this by building
a Fintech@Scale Retail finance Company using
digital extensively while offering products which
are customer friendly with an objective to simplify
and brighten lives.

Today, you can clearly see how your Company’s
focused strategy leading to robust business
performance along with our efforts in the
environmental, social and governance areas

are creating value for all its stakeholders.

The Integrated Annual Report was a natural
progression for your Company as it makes
sustainability a strong driver in your Company’s
strategy and growth story. This report is a vital
part of the dialogue with our stakeholders, and we
are delighted to present to you the details of our
progress made so far.
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From a macro economic perspective, the year gone by was
a tough year as the entire world continued to reel under
the after effects of the Covid-19 pandemic, with the
Chinese economy registering a growth of 3%, one of its
worst levels in nearly half a century. The Russian invasion
on Ukraine made the situation worse as it disrupted global
supply chains and shipments, thereby causing worldwide
shortages which impacted consumption patterns. Besides,
the banking sector turmoil led to commaodity prices
coming under pressure.

But for India the situation was different. On the economic
front, India had moved out of the shadows of the
pandemic and most sectors witnessed advances towards
growth. Moreover, like many other countries, India too
grappled with the challenge of inflation, a problem
accentuated by geopolitical tensions. However, policy

FY23 was a year of performance

for your Company - a focused retail
business strategy, strengthened
digital prowess, demonstrable

risk management practices and an
enhanced ESG plan as the hallmarks
of growth last year have helped
your Company take bold strides for
creating a sustainable organisation.

\ >
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measures taken thereafter have been able to control

the same, and India is looking better placed than most
countries of the world. In fact, India is being seen as a
bright spot in an otherwise challenging global growth
outlook. Our nation holds a promising future when
compared with the world’s biggest economies with Europe
hovering on the brink of potential recession and growth of
U.S. economy slowing down.

The Indian economy has shown strong resilience to many
international and domestic events during the last financial
year. In the current financial year, the World Bank expects
India to be the fastest-growing economy in terms of both
aggregate and per capita gross domestic product among
the largest emerging market and developing economies.
The growth of the country will also aid the growth of your
Company. Last year was a time for constructive thinking,
renewed vigour, and a razor-sharp execution for your
Company while keeping an eye on global and national
developments.

Your Company has been consistently playing its part as an
accelerator of India’s growth story by providing access to
funds and democratising credit. While your Company has
been providing credit access through traditional means, it
has slowly and steadily upped its digitisation strategy over
the years to facilitate ease of operation and availability of
quick credit. This completely aligns with the government’s
vision of 'Digital India’. And, this will also help support the
underserved and unserved communities through access
to organised credit thus freeing them from the clutches of
the unorganised credit ecosystem.

FY23 was a year of performance for your Company — a
focused retail business strategy, strengthened digital
prowess, demonstrable risk management practices and an
enhanced ESG plan as the hallmarks of growth last year
have helped your Company take bold strides for creating
a sustainable organisation. During the year, strong
companies witnessed a pre-pandemic level expansion
rhythm. Your Company too, on the back of a robust
business model, achieved highest-ever retail disbursements
and has an improved retail asset quality backed by new
generation risk management practices.

Your Company’s competitive advantage lies in the ability
to meet the ever-dynamic financial needs of its customers
while also maintaining asset quality, ensuring favourable
return on assets and fostering steadfast growth in the
retail segment. Your Company’s forward-looking approach
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and the ‘Right to Win' proposition has helped the
Company become one of the leading financiers in key
retail products. Over the course of the last few years,
your Company, with a view to transform itself into

a digitally-enabled customer focused retail financier,
carried out a reorganisation of its business verticals and
exited non-lending businesses like wealth management
in the year 2020 and mutual fund business in 2022,
coupled with a systematic accelerated reduction of the
wholesale business.

The retail segment holds good promise and is growing
significantly and providing opportunities to players

like us. Today your Company is a leading financer

of Farm Equipment finance, Rural Group Loans and
Micro loans and Two-wheeler finance The powerful
execution capability of your Company last year has led
to surpassing the FY23 annual targets towards Lakshya
2026. The retail lending book now stands at 75% of
the total book, the retail return on assets at the end of
the fiscal stood at 2.46% while your Company’s retail
growth was 35% CAGR. Besides, our retail asset quality
improved with Net Stage 3 at 0.71%.

In order to further strengthen the growing momentum
towards Lakshya 2026, your Company scaled up all
aspects of the business franchise - product portfolio,
customer touchpoints, employee strength, and use of
data analytics in doing business. Keeping customers at
the core of our business, we are leveraging digitalisation
as one of the means to ensure the seamless flow of
services. Your Company continues to emphasize on
the importance of digital technology to crosssell, up-
sell and identify new customers by leveraging data,
artificial intelligence, digital channel expansion, and
dominating the customer mind space by creating a
digital marketplace.

The PLANET app, one of the key anchors of being a
Fintech@Scale, is constantly scaling up and has added
features like farm advisory, education courses, utility
payments, income expense and tracker in addition to
existing customer journeys. This app intends to enable
customer journeys digitally as much as possible as now a
lot of customers prefer to transact digitally without any
intervention.

As you are aware, your Company'’s Lakshya 2026 strategy
stands on both business growth as well as the ESG and
CSR commitments as a collective responsibility to the
society we live in. Your Company believes that squarely
addressing the environmental issues, social differences,

From the environmental
perspective, we have been
creating a positive impact
through measures such as
optimal resource utilisation,
energy efficiency, and water
conservation. We have reduced
our GHG emissions by nearly
30% by taking active steps to
reduce our carbon footprint.
Our decarbonisation strategy
also considers greater uptake of
Renewable Energy in operations
and financing Electric Vehicles.

\ >

Integrated Annual Report 2022-23



and governance gaps is a business necessity to build a
sustainable business. As a responsible player in the financial
services sector, we firmly believe that the integration of ESG
in business operations and processes is an important part of
our corporate strategy.

From the environmental perspective, we have been creating
a positive impact through measures such as optimal resource
utilisation, energy efficiency, and water conservation.

We have reduced our GHG emissions by nearly 30% by
taking active steps to reduce our carbon footprint. Our
decarbonisation strategy also considers greater uptake

of Renewable Energy in operations and financing Electric
Vehicles. At LTF, our objective is to generate maximum
economic value while meeting our environmental and

social obligations. On the community development front,
your Company has been spearheading projects like the
flagship CSR programme - Digital Sakhi, which promotes
financial literacy in rural India, and Project Prakruti, which is
extending the green cover that our planet truly needs at this
hour, and consequently, augmenting villagers’ incomes at
the same time.

Thus, whether it is through our CSR initiatives or through
our businesses and products, your Company is working
towards the development of the community at large.

This has helped inculcate a sense of awareness as well as
belonging among your Company’s employees to participate
in the process and become the force multiplier towards
Lakshya 2026.

When it comes to employees, your Company has taken
various initiatives towards talent management, recognition,
training and development. And, we also provide cross-
functional opportunities to our employees keeping their
aspirations in mind. Besides, we have also digitised the
employee life cycle right from onboarding to relieving.

At LTF, we incorporate the tenets of good corporate
governance, including transparency, accountability, and,
most importantly, sustainability. In addition to building
long-term shareholder value, we deploy the right processes,
systems and personnel to efficiently manage LTF's business
operations and its financial and non-financial performance.
What makes LTF a trusted name in the industry is the set

of principles and practices that your Company abides

by for creating a firm foundation for value creation and
remaining resilient during unforeseen contingencies. The
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Board directs and reaffirms LTF's vision and strategy,
thus enabling an effective governance mechanism

to achieve your Company’s larger mission of value
creation. As a responsible corporate citizen, your
Company is committed to sound corporate governance
practices based on openness, fairness, professionalism,
transparency and accountability in developing the
confidence of its various stakeholders.

Your Company has continued to build on the culture of
excellence, which revolves around customer-centricity,
diversity, and inclusivity, to meet the aspirations of
delivering at the highest levels. As we end this year on
a high note, | take this opportunity to acknowledge
the efforts of each and every stakeholder including my
fellow Board Members, the customers, the regulatory
authorities, our partners and our employees, who
have helped your Company achieve this position and
express my sincere gratitude for their support in your
Company’s journey towards Lakshya 2026.

| firmly believe that the diversity of our people, our
collaborative culture, and our long-standing relationship
with our partners combined with the business
strategywill help us attain our Lakshya goals well

before time.

We remain unwavering in our commitment to achieving
excellence in the years ahead. | strongly believe that
together we can reach newer heights and create a long-
lasting positive impact on society and our stakeholders.

Best Regards,

S. N. Subrahmanyan
Chairman
L&T Finance Holdings Limited
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Dear Stakeholders,
M E S SAG E As | write to you, my heart is filled with gratitude
as FY23 has been an outstanding year for your

Company. It was the first year of our journey towards
the Company’s strategic plan, Lakshya 2026 and our
accomplishments during the year demonstrates our
strengths in execution towards creating a business
and an organisation that is stable and sustainable.

Your Company has been successful in delivering on
all the four pillars of its Lakshya 2026 - Sustained
profit and growth engine, Demonstrable strength
in risk management, Creating Fintech@Scale and
Sustainable future growth through ESG, even in
a year when the economy was faced with various
macro challenges. Our teams have displayed
exemplary commitment which has helped us take
significant strides across our key priorities led by
Lakshya 2026 goals, as reflected in our overall
business performance in FY23.

We are very confident of achieving our Lakshya goals
well ahead of time with our unswerving commitment
to perform and our relentless execution.

Towards Lakshya 2026

Your Company has been successful Several strategic developments have made FY23 a key
in delivering on all the four pillars of year in the Company's history:

its Lakshya 2026 - Sustained profit We had set aggressive targets for ourselves as part of
and growth engine, Demonstrable our Lakshya 2026 in April 2022 - > 80% retailisation,
strength in risk management, Creating CAGR of 25%, enhalnce‘d asset quality with retail
- diSisiainablesfutire NS3 at <1% and delivering a RoA of 3%. Our plan

: focuses on achieving retailisation and establishing a
growth through ESG, even in a year dominant retail book by not only reducing wholesale,

when the economy was faced with but also growing retail in a way so as to generate
various macro challenges. long-term sustainable value for our stakeholders.

99

Let me throw more light about this plan by
highlighting our achievements last year.
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The focus on growing the retail business and serving both
urban and rural India to maximise profits has resulted in
the retail portfolio growing to 75% of the total lending
book from 51% at the beginning of the year. Your
Company has had the highest annual retail disbursements
to date, 69% higher than last year and at the same time
we have maintained an impeccable retail asset quality
with NS3 < 1%. And last but not the least, the retail ROAs
have reached 2.46% for the whole year and especially for
Q4FY23, we were within the touching distance of 3%.

Various initiatives undertaken during FY23 have led

your Company to better profitability, with ¥ 1,623 Cr of
consolidated profit in FY23, up 52% as compared to FY22
and the retail PAT of ¥ 1,384 Cr. Thus, 85% of our PAT is
contributed by retail and hence, we are quite sure that as
retail percentage keeps going from 75% upwards, profit
growth will be better than that. The retail Return on Equity
(RoE) stood at 13.80% in FY23 with an improved asset
quality of retail NS3 at 0.71%, down 43 bps as compared
to the last financial year. The other factors responsible for
the robust growth of our retail book include our focus on
achieving scale by expanding our geographical footprint,
increasing cost efficiency and building market leading
products. Besides, while our retail products were focused
on sustainable growth, our wholesale book which had

a target of accelerated sell-down, saw a 54% reduction
year-on-year, translating into a reduction of ¥ 23,417 Crin
FY23 itself.

Our achievements were also aided by timely execution

of our strategic initiatives like divestment of the mutual
fund business, making provisions on account of change
in business model and our proposal to move to a single
large lending entity by proposing merger of our subsidiary
lending entities with the equity-listed, holding company.

Now let me highlight how your Company has
performed on each of the four pillars of the Lakshya
2026 strategy:

Growth and profitability engine

Your Company’s retail lending book at the end of FY23
stood at ¥ 61,053 Cr, and has a marked growth of 35%
compared to FY22. Your Company has witnessed strong
growth across all retail segments in FY23. We hope to
achieve the goal of more than 80% retailisation of the
lending book way before the target of 2026. We stay
committed to understanding the retail customers’ needs

o Corporate Overview

for financial products and accordingly design products to
improve customer satisfaction further. This is reflected in
our recalibrated product growth strategy encircling the
customer through customised retail products.

We are among the leaders in Tractor loans, Rural

Business Finance and Two-Wheeler Loans and we have
demonstrated our 'Right to Win’ in these mature products
over more than a decade. In every business we have
achieved certain milestones- Farm Equipment Finance, for
the first time we have achieved a disbursement milestone
of financing 1 lakh tractors in a fiscal; in Rural Business
Finance 30 lakh new customers were added within 1 year;
Consumer Loans, a product which is just 2-year-old is
really catching speed now with funnel being increased via
partnership with e-aggregators & prospects; the growth

in SME business, in its first full year of disbursements has
done decently well. To add, our upselling and cross-selling
proposition is also helping us scale up our retail loan
portfolio. Today, we have our one out of every three loans
disbursed to repeat customers and on an average the
product penetration is 4 per customer.

Your Company has a combination of mature products,
growth products and new product launches which will aid
in creating a profitable and sustainable retail franchise.
When it comes to our mature products like Tractor Loans,
Rural Business Finance and Two-Wheeler Loans, we hold
the advantage in dealership network and underwriting
skills which will help us to continue to be amongst the
market leaders. Consumer Loan, Home Loan, Loan
Against Property and SME Loan, have the potential to
deliver substantial growth with the use of digital as a key
leverage to strengthen customer value proposition.

Our new product launches - Rural Loan Against Property,
Rural Household Business Loans and Agri-allied Loans
will leverage adjacencies and existing strong customer
database to contribute to the growth.

Strengths in risk management

The strong focus on growth and profitability is not
happening in isolation, as there is significant attention
being paid towards risk management. The most important
risk for lending is credit risk. However, with ample data
available these days, keeping an eye on repayment risk
has become relatively easy. With the Company’s goal

of becoming a digitally enabled retail company, the
Company will face newer risks that need closer attention,
like operational risks. Besides, cyber risk is a huge risk too,
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as hackers are always thinking of newer ways of duping.
Your Company is constantly upgrading and developing
stronger tools to minimise risks. We are focusing on
strengthening of risk guardrails and underwriting
capability by adopting new age portfolio management
and risk governance. We have put in place risk detection
with enhanced and real-time data analytics, next-gen
scorecards and risk-monitoring dashboards, geo-agnostic
underwriting capabilities, analytics-based multi-layer
controls and early warning signals that will help us to
minimise and mitigate risks.

Creating a Fintech@Scale

Our focus has always been on establishing and
implementing a sustainable business model as a means

to not only overcoming short-term bottlenecks but also
ensuring long-term performance. Digitalisation has played
a vital role in driving your Company’s retail portfolio. Our
efforts towards implementing new-age technology and
analytics to drive our business and generate value will hold
us stead in the years ahead and over the long-term.

Our digital strategy focuses on efficiency and portfolio
quality management. Transformational digital and data
analytics has enabled us to provide enhanced customer
experience through lower turnaround time and improved
market position with the help of sourcing analytics. Your
Company has a deep distribution network spanning across
channels. We had started with channel-based traditional
approach and in our journey, we have created direct
autonomous channels. We have deepened distribution
channels through insights from data.

Your Company has built a vast database of over 2 Cr
customers over the years, and this database provides
immeasurable business value. As a Fintech@Scale, your
Company is able to harness this data into insights and
with years of experience and expertise in lending, your
Company is able to reap the benefits of the insights, thus
creating a powerhouse to not only cross-sell and up-sell
but also reach out to new-to-credit customers across India.
We also offer digital delivery of loans through assisted
apps and centralised underwriting. Our assisted apps
provide end-to-end digital loan journey to our customers.

Our customer facing application - PLANET has crossed
3 million downloads and is one of the highest-rated
finance apps on popular and leading app stores. We
are just little over a year old in PLANET app and it has
been absolutely a runaway success. It is built on the

foundation of reimagining customer engagement by
creating an augmented D2C channel. The app serves as a
geo-agnostic sourcing, collections and servicing channel
with customer-centric features. In FY23, this channel did
collections of more than ¥ 240 Cr and serviced more than
46 lakh requests. The app has reached out to more than
2.8 lakh rural customers and till date the app has done a
business in excess of ¥ 1,650 Cr (including website).

The exponential growth in the number of downloads by
customers can be attributed to various customer-centric
features offered in the app and deeper penetration of
loan products in both rural and urban India through digital
means.

Connecting rural India to the digital ecosystem has been
one of your Company’s important endeavours. The strong
rural customer base along with your Company’s robust
digital and data analytics-based platform has enabled your
Company to reach out to the last-mile rural customer. Out
of the total downloads of PLANET app, more than 10%

of the downloads are from rural India. Your Company has
also revamped its website to better reflect the renewed
structure of the Company along with ensuring a seamless
experience for its customers.

Focus on ESG

Your Company has been one of the pioneers in adopting
ESG as one of the pillars of sustainable business growth
in Lakshya 2026 strategy. Despite the fact that we are a
financial institution and our impact on the environment is
minimal, we believe in doing our bit to create a positive
impact on the environment and society. Your Company
is committed to achieving Carbon Neutrality by FY35
and has made significant strides in that direction. We are
currently sourcing 100% electricity requirement in our
corporate head office and 6 branches from renewable
energy sources with ~30% reduction in carbon footprint
for FY23 and aim to extend it to other branches in the
near future.

This year, your Company is not only water-neutral, but also
water-positive. Additionally, your Company has planted
50,000+ saplings under project ‘Prakruti’ thus creating a
carbon sink and sequestering 547 tCO2e. With this project
we are also providing additional livelihood opportunities to
farmers under the agro-forestry model.

As a leading NBFC, our focus is and will continue to be
on meeting the needs of our customers and supporting
them in their effort for better livelihoods and enhanced
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productivity. In FY23, we successfully raised sustainability
focused funds of % 585 Cr.

We firmly believe that going forward sustainable financing
will not only lead to long-term sustainable growth but also
foster collective action towards a low-carbon economy. 50%
of your Company’s loan book is from low-income states -
thus promoting equitable development. With an enhanced
focus on sustainable financing as a means to mobilise funds
for meaningful impact, we aspire to be the leading choice of
investors, customers, and other stakeholders.

Your Company’s inclusive growth strategy encompasses our
resolve to invest in underserved communities and bring them
within the mainstream economy. This includes our efforts
towards financial inclusion and also our drive to help our
communities live better.

Started in FY17, the ‘Digital Sakhi’ initiative has helped
create a cadre of 1,370 Digital Sakhis who have successfully
brought more than 30 lakh community members within

the ambit of digital and financial literacy in 7 states across
India. These projects will continue to empower women and
communities through digital financial literacy and awareness
about Government entitlement schemes.

Your Company operates with uncompromising integrity and
our corporate governance framework reinforces the fact
that we do what is right. The principles of our corporate
governance framework trickle down to every group, every
employee level, and every department. It lays down the roles
and the responsibilities of various groups and departments
within the Company. Gender diversity is a crucial aspect
and all the hirings are done indiscriminately purely based on
the merit. More than 25% of the GEC members comprise
women. Board-level oversight over varied issues including
emerging risks, policy development, and ESG to name a
few, underscores the extent of its involvement in the most
relevant matters witnessed by the organisation.

Your Company's people-first collaborative culture — staying
invested in talent, even as we scale our workforce to
capitalise on the expanding geographies and opportunities
— is integral to the success of Lakshya 2026 plan. We

firmly believe that we lead with a culture that enables our
employees to grow both professionally and personally. We
enable our employees to make an impact through innovative
ideas and newer opportunities. For talent development, we
follow the 75:15:10 ratio covering experience, exposure and
education. As a part of employee engagement, we reinforce
behaviours that foster collaboration, learning, enhanced
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productivity, diversity and inclusion. We are an equal
opportunities employer and ensure a fair, safe, and
healthy working environment for all our employees.

Your Company has conducted a number of learning

and development sessions for its employees, organised
leadership townhalls and regional townhalls to ensure
that the entire organisation is aligned with Lakshya 2026.

As we move into yet another year of opportunities, our
focus shall continue to be on creating value responsibly,
meeting the dynamic needs of our customers, using
digital prowess, enhancing our operational processes and
most importantly driving our sustainability impact. With
various factors conducive to the growth of the sector
and a robust strategy in place that has started showing
results, your Company is poised to take the next leap of
growth.

This year we will continue to focus on strengthening the
sustainable retail franchise we have built and will ensure
profitable growth by focusing on existing products,

while building new strengths, deepening customer
engagement through new products supported by a
strong distribution strategy and will move ahead with risk
management and new age portfolio management.

| hereby thank all our stakeholders and also the Board
Members for their continued support by being a part of
our growth journey and demonstrating continued and
unwavering faith in our endeavours.

Moreover, we acknowledge the efforts of our valued
employees, who have been working tirelessly to achieve
our collective goals along with the communities we
operate within and serve. We are also grateful to

our shareholders who have entrusted us with their
confidence and have given us the opportunity to create
positive and meaningful impact through our work.

We look forward to sharing our progress with you and
shall continue to work collaboratively for a promising
tomorrow.

As we end this financial year on a high note, | look
forward to your Company growing from strength to
strength in the years ahead.

Best Wishes,

Dinanath Dubhashi
Managing Director & Chief Executive Officer
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MACROECONOMIC REVIEW

In the face of a challenging global environment, those
who are agile and adaptable can still find opportunities

to succeed. Despite concerns over a potential slowdown
in advanced economies, persistent inflation, and recent
banking sector turmoil in the US and Europe, the potential
for growth and success remains high for those who are
willing to take calculated risks and pursue innovation.
With a flexible and forward-thinking mindset, individuals
and organisations can not only weather the current
uncertainty but also emerge stronger and more resilient

in the face of future challenges. Nevertheless, the Indian
economy is better placed in this challenging environment
than its peers. While the global economy is expected

to slow down or even enter a recession in 2023, India

has shown resilience and is emerging stronger than
anticipated from the pandemic years. The economy has
been steadily gaining momentum since the second quarter
of the current financial year.

As per the provisional estimate of the National Statistical
Office, the economy grew at a decent pace of 7.2% in
FY23. This contrasts with the 9.1% growth in the previous
fiscal year, which benefitted from a favourable statistical
base. With all major sectors being above the pre-pandemic
level, the recovery from the pandemic shock has been
fairly broad-based. During FY23, the Gross Value Added
(GVA), a measure of aggregate supply, grew by 7%.
Overall GVA growth has been driven by services (9.5%),
agriculture & allied activities (4.0%) whereas the industrial
sector (4.4%) posted deceleration amidst intensified input
cost pressures from last year. Capital spending saw a

sharp recovery, most driven by Government spending on
infrastructure. Both private consumption and Government
consumption grew at a slower rate than the previous

year. While the growth in exports as well as imports has
decelerated from last year, the growth in imports outpaced
that of exports in FY23.

Consumer price inflation remained high, and core inflation
continues to remain sticky. The Consumer Price Index
(CPI) based inflation averaged 6.65% during FY23 versus
5.51% last year. With its inflation-targeting mandate, RBI
raised the policy rate by 250 bps to 6.5% cumulatively

in FY23. However, input cost inflation, as reflected in the
Wholesale Price Index (WPI) based inflation, indicated
significant moderation during the second half of FY23.
The WPI-based inflation averaged 9.4% in FY23, which
was lower than the average of 13% last fiscal year. The
decline in input cost pressures was found to be greater for
the industrial sector than for the farm sector.

India recorded a Current Account Deficit (CAD) of 2.7%

- MD&A

of Gross Domestic Product (GDP) in 9M-FY23 compared

to 1.1% in 9M-FY22. This was on the back of a sharp
increase in merchandise trade deficit. During FY23, the
merchandise trade deficit of India widened to USD 266.78
Bn, 40% higher over the last year. Following aggressive
rate hikes by the US Federal Reserve, risk-off sentiments
were accentuated amongst foreign investors. Foreign
Portfolio Investment (FPI) outflows from the Indian markets
amounted to almost USD 5.5 Bn in FY23. As a result, the
rupee depreciated by nearly 8% to < 82.22 per dollar as of
March 31, 2023, over March 2022 (% 75.81 per dollar). On
the positive side, India maintained sufficient forex reserves
at USD 578.5 Bn (March 31, 2023) to finance the CAD and
intervene in the forex market to manage volatility in the
rupee.

The Central Government met its fiscal deficit target of
6.4% of the GDP supported by higher nominal GDP
growth, robust tax collections and subsidy rationalisation.
The Government's push towards infrastructure creation led
to a CAPEX growth of 24% (y-o-y) in FY23.

The financial conditions turned tighter during the second
half of FY23 following monetary policy tightening and
healthy credit offtake. Liquidity in the banking system
turned into a deficit intermittently due to transient factors
like advance tax outflows, GST outflows, State bond
auctions, among others. However, RBI injected liquidity
regularly through variable repo auctions to protect the
positive credit sentiment. Higher Government spending too
supported liquidity creation during FY23.

Outlook for FY24

Global growth is forecasted to slow from 3.4% in 2022 to
2.8% in 2023 as per International Monetary Fund’s (IMF)
World Economic Outlook, April 2023. A sustained inflation
in many economies, rising interest rates and negative
global spillover effects from the war in Ukraine is expected
to dampen trade growth in the CY23. This is reflected in
the lower global trade growth forecast by the World Trade
Organisation at 1% in 2023 from 3.5% in 2022.

Due to potential global economic slowdown, persistent
inflationary pressures and reduced external demand, India’s
GDP growth in FY24 may be slower. While there are some
positive factors such as continued government investment,
reduced corporate debt, a low level of stressed assets in
the banking sector, the Production-Linked Incentive (PLI)
scheme, and the possibility of stable global commodity
prices, they may not be enough to push GDP growth
beyond 6% in FY24.
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Most of the projections for India’s economic growth for FY24 hover near 6.0% as compared to 7.0% in FY23. On the
positive side, consumer inflation is expected to moderate in FY24 partly due to the lagged impact of the RBI's aggressive
monetary tightening throughout FY23 and partly on account of a favourable statistical base. CRISIL ratings expects CPI-
based inflation to average 5% in FY24 due to lower commodity prices, expectations of softer food prices, cooling domestic
demand and base effect. There are higher chances that relatively lower inflation and lower-than-expected gross market
borrowings announced by the Central Government will somewhat lower the cost of borrowings during FY24.

Relatively softer global commodity prices, especially the prices of energy products and a healthy growth momentum in the
services exports may lower the CAD to 2.0-2.5% of GDP in FY24. The lower CAD and India‘s relatively better economic

performance than other emerging market economies will support the rupee during FY24.

Institute IMF World | e cp United RBI Fitth | Moody | S&P
Bank Nations

India’s FY24

Growth

Projections from 5.9 6.3 6 6.7 6.5 6.0 6-5 6.0
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Possible Threats
a. Global Risks

i. Global Slowdown

As India’s growth cycles are linked to those of advanced countries through the trade and financing channels, a sharper-than-
expected slowdown/recession in advanced economies due to the monetary tightening or the ongoing banking troubles can
create a downside to India’s economic growth outlook.

ii. High Global Debt

High global leverage amid rising interest rates and slowing growth creates conditions for financial stress. If the public and
private sectors are forced to deleverage simultaneously, growth prospects will suffer for emerging market economies
like India.

iii. Geopolitics
A further spike in geopolitical tensions, which already remain elevated, can cause sharp spikes in global crude and

commodity prices, disrupt the supply chains and trade further, increase fiscal spending and create a downside risk to
India’s growth.

b. Domestic Risks

i. Possibility of El Nino

The potential occurrence of El Nino conditions could hurt the prospects of crop output and rural demand and put upward
pressure on food inflation. If inflation rises above the RBI's tolerance level, a delay in taking a ‘pause’ and tighter monetary
conditions could impact growth negatively.

ii. Climate Risks

Climate change has begun to play out in the form of rising global temperatures and increased frequency of extreme weather
events like droughts, cyclones, heat waves, and flooding. According to Cross Dependency Initiative, which specialises in
climate risk analytics for companies, banks, and regions, the vast majority (80%) of 50 provinces facing the highest climate
risk to their physical infrastructure by 2050 are in China, the US, and India. These developments may have implications for
India’s food security.
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Lakshya

LTF embarked on the strategy of Lakshya 2026 in FY23 to become a ‘digitally-enabled’ retail finance
company. Thus, moving from being ‘product-focused’ to ‘customer-focused’ with a commitment to being
a Fintech@Scale. Your Company plans to achieve this through the following goals:

Asset

Retailisation Quality

GS3 <3% 2.8%-3%
NS3 <1%

L&T Finance Holdings Limited
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FY23 IN PERSPECTIVE

FY23 for your Company was characterised by reshaping of businesses pivoting towards building a top-notch Retail NBFC by

transforming into a Fintech@Scale.

Performance against Lakshya 2026 Goals

©)

Lakshya 2026
Goals

(72
Year 0-FY22
RETAIL

(7025
Year 1-FY23
RETAIL

O

Retailisation

-
I

Retail Asset
Quality

=\
E-
—=>

Retail RoA

T

>80% >25% GS3 <3% 2.8%-3%

CAGR NS3 <1%

51%

10% GS3 3.82%

Y-o-Y NS3 1.14% 2.58% 1.66%

N

75%

T !

35% GS3 3.41% Q4 FY
Y-o-Y NS3 0.71% 2.95% 2.46%
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STRATEGIC INITIATIVES ACHIEVED AS PART OF LAKSHYA 2026
Accelerated Pace of Retailisation

Retail Book Wholesale Book*

59,072

75%

51%

40% 43%

FY20 FY21 FY22 FY23 FY20 FY21 FY22 FY23

*Book size- T in Cr *Includes defocused

Aided by timely execution of strategic initiatives

T 4,249 Cr Consideration received

. 32,687 Cr One time created in Q3
includes sale proceeds & surplus cash

o o

Single Lending Entity Structure

Merger of L&T Finance Limited & L&T Infra
Credit Limited with LTFH

RBI SEBI Stock NCLT
exchange
o V] o (-]
Final In-principle Final Application Filed
0 Completed ° In progress Approval Approval Approval with NCLT

(Mumbai & Kolkata)
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KEY BUSINESS INITIATIVES ACHIEVED AS PART OF LAKSHYA 2026

@IL I. Delivering Strong Performance by Maintaining Market Leadership

Your Company continued to be amongst the leading financier in Farm Equipment Finance, Two-Wheeler Finance
and Rural Group Loans & Micro Finance. New businesses viz. Consumer Loans and SME, further contributed to retail
growth. Retail disbursements were up 69%, reaching an all-time high of ¥ 42,065 Cr resulting in book growth.

The retail book grew from ¥ 45,084 Cr to % 61,053 Cr during the year under review. Wholesale book (includes
defocused) reduced decisively from ¥ 43,257 Cr to % 19,840 Cr resulting in a flat book on y-o-y basis. Thus, while
the book remained flat, the composition of the underlying book and growth changed significantly, reflecting a
commitment to delivering on the Lakshya strategy.

Ci} Il. Fintech@Scale - PLANET App

Your Company launched Personalised Lending & Assisted NETworks (PLANET), a customer-facing app, in March
2022. The app has crossed over 3 Mn downloads in the first year of launch, expanding the digital footprint through
D2C proposition. The app provides a bouquet of services ranging from providing servicing solutions to applying for
a Consumer Loan as well as creating a Two-Wheeler and Farmer ecosystem. The app is being ramped up to create
an end-to-end digital journey for the spectrum of products across both urban and rural customer landscapes.

@ 111. Resilient and Prudent Asset Liability Management

=
The liability franchise built by your Company enabled it to navigate the environment during Covid and challenges
continuing even today. While interest rates increased 250 bps during the year, a sound ALM strategy of your
Company, saw yearly Weighted Average Cost of Capital (WACC) reducing by 4 bps. Your Company continued to
leverage on PSL borrowings through which < 8,756 Cr was raised during the year. A diversified borrowings profile
and a change in portfolio mix to Retail is providing a hedge to increasing interest rates, thereby aiding healthy NIMs.
Dolla

=a IV. Strong Balance Sheet

Your Company’s strong risk management framework, use of data, and analytics helped in reducing retail GS3
from 3.82% in FY22 to 3.41% in FY23. The retail GS3 assets have a PCR of 80%. Further your Company carries
additional provision of ¥ 1,171 Cr (Macro, enhanced and OTR provisions) corresponding to 1.99% of the standard
book.

Your Company is comfortably capitalised with a CRAR of 24.52% (Tier | at 22.10%) and carries a liquidity of
T 18,068 Cr to face any uncertainties arising out of the current macro situation.

FINANCIAL RATIOS
Standalone FY23:

The Debt-Equity ratio saw a significant decline from 0.01 to 0.00 (100%) on account of redemption of preference shares.
Net profit margin increased from 62.26% to 79.91% mainly on account of gain on sale of 100% equity shares of L&T
Investment Management Limited, a wholly owned subsidiary of the Company.

Consolidated FY23:

The Debt-Equity ratio saw a decline from 4.27 to 3.86 (8.90%) on account of redemption of preference shares and
prepayment of borrowings. Net profit margin increased from 8.51% to 11.55% mainly on account of strong book growth
across all retail products.
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OUR BUSINESSES

LTFH has granular digital & data analytics powered retail franchise pan India, delivered through a network spanning 27,500+
employees, across 100+ cities / towns & ~2,00,000 villages with 28,000+ partner touch points. This, in turn, caters to the
requirements of 2 Cr+ customer database through a suite of customer-focused products.

Our customer-focused retail business comprises the following:

RURAL
1. Farmer Finance 2. Rural Business Finance
(Farmer) (Small Rural Entrepreneur)
. -
S~

Farm Equipment Rural Group
Finance Loans
Implement Micro Finance
Finance Vishwas Loans

Kisan Suvidha Pragati Loans

» Two-Wheeler
Finance

» Consumer Loan

» Home Loans

» Loan Against
Property

» Loans to
Professionals
» Business Loans

A
3. Urban Finance
(Urban Individual)

A
4. SME Finance
(Urban Business)

The Wholesale business comprises Infrastructure Finance and Real Estate Finance.
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Retail Finance

&

Farm Equipment Finance

Domestic tractor volumes grew by 12% on a y-o-y basis
on the back of good monsoon, adequate reservoir levels,
robust mandi arrivals of crops and record Rabi sowing.
Around 9.4 lakhs tractors were sold during FY23. Retail
demand across key geographies continued to be strong
on the back of positive customer sentiments led by
finance availability and better price realisation of both,
Rabi & Kharif crops. Continual Government focus on the
agriculture sector and favourable Minimum Support Prices
(MSP) on crops has further led to a growth in tractor
demand.

Owing to its strong OEM and dealer relationship, your
Company continued to be a leading financier in the
Farm Equipment lending industry and has achieved an
important milestone of financing more than 1 lakh new
tractors in a fiscal year. Your Company’s core capability
of a digitally enabled process through an employee-

assisted app offers seamless analytics and Al-based customer
onboarding experience and providing one of the best
industry disbursement TAT of less than 24 hours. This,
coupled with your Company’s focus on addressing existing
customers’ additional financial needs, has resulted in farm
loan disbursements growth by 25% y-o-y to ¥ 6,450 Cr.
Thereby resulting in a y-o-y book size of ¥ 12,819 Cr, 13%
y-0-y increase.

The double-digit book growth was achieved while operating
with well-established credit guardrails, thereby resulting in
one of the industry-best collection efficiencies which have
been consistently above 90%. This has been augmented by
analytics-led segmentation and prioritisation of the portfolio,
leading to focused on-field & call centre allocation and timely
collection efforts with the right intensity.

ey

Rural Group Loans & Micro Finance

FY23 for Rural Group Loans & Micro Finance Industry was
characterised by resilience and healthy rebound in growth
shown by the sector post Covid induced disruption for the
last 2 years. On the back of healthy credit demand and
improving portfolio quality, the industry’s gross loan portfolio
crossed R 3.3 lakhs Cr as on March 2023 clocking 15%+
y-0-y growth with ~7.3 Cr unique customers.

Committed to the financial inclusion of unserved rural
customer segments and backed by strong rural presence

and digitally enabled processes, your Company was able to
disburse ¥ 16,910 Cr to ~35 lakhs rural women customers
for the current financial year. The Company’s loan portfolio
stood at ¥ 18,693 Cr as of FY23, recording a y-o-y growth of
41%.

The business growth strategy was led by focus on optimal
geographical & product mix, resulting in expansion in
targeted geographies & higher customer retention. Further,
consistent refinement in process and controls through instant
credit checks, reduced TATs, and straight through journeys,
led to field force productivity enhancement and customer
experience enrichment.

Your Company’s collection-led business model along with
strong risk management framework comprising Early
Warning Signals (EWS) resulted in best-in-class portfolio
quality with regular collection efficiency at 99.8%.
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With this, your Company is focusing on diversifying its
product suite to cater to the financial needs of the entire
rural household in this segment. Your Company has
identified few adjacent product opportunities like Rural
LAP & Business Loans which are expected to be launched
in FY24.

ﬂ

4

™
Two-Wheeler Finance:

The Indian Two-Wheeler industry (currently with market
size of ~ ¥89,000 Cr live book) has experienced a growth
rate of 18% y-o-y. However, it is yet to reach the peak of
pre-Covid level. This trend suggests a healthy demand for
Two-Wheelers in the market. The primary drivers of this
growth have been the strong demand during the festive
season, rising asset prices leading to an increase in finance
penetration, an upsurge in demand for feature-rich
premium models and the rising growth in the electric Two-
Wheeler segment. This year too, motorcycles maintained
their dominant share in the Two-Wheeler market versus
mopeds/scooters.

Consumers are trending their preferences towards electric
Two-Wheelers due to their favourable Total Cost of
Ownership (TCO) compared to petrol counterparts. It is
noteworthy that the low barrier to entry through imports
has attracted many new brands and players into the

- MD&A

market. On the consumer end, the top three consideration
factors for purchasing an electric vehicle are features,
running costs, and price. Environmental concerns and
performance follow closely as secondary factors.

Going forward, growth of the Two-Wheeler industry is
likely to be influenced pertinently by how the electric Two-
Wheeler market evolves. As per the data from Vahan, the
total number of Two-Wheelers sold in India is ~1.6 Cr, out

of which approximately 50% were financed.

Your Company performed well in the markets that

it is present in, with ~8.5 lakhs units financed. The
disbursements and book growth have been impressive,
indicating your Company’s strong position in the market
with y-0-y jump of 40% in disbursements and 20% in
book.

Your Company'’s underwriting process is powered by
an in-house algorithm-driven engine that ensures quick
processing and provides industry-best TAT. The entire
process is executed through an assisted app held by
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field-level executives. Your Company’s strong distribution
franchise of 5,500+ partners has paved the way to

increase the counter share at specific dealers. The pan

India geographical spread and significant presence in major
cities, urban and semi-urban locations has taken the branch
count to 93 branches. During the year, in an effort towards
building a geo-agnostic franchise, your Company created

a DIY journey through its flagship D2C app — PLANET.
Al-driven digital collection analytics continues to help your
Company to increase the efficiency of the overall collection
process and maintain a healthy loan book.

Last year, your Company launched a new loan product

- Sabse Khaas Loan (SKL) Pro. The key features of this
product include no hypothecation of the asset with 80%
LTV (Loan to Value ratio). While majority of the industry
remains non-income proof, LTF has endeavored to cater to
both new-to-credit & credit-tested customer segment with
analytical-driven approach.

Home Loans and Loan Against Property:

The mortgage market in India, (industry size of % 28 lakhs
Cr for Home Loan & % 6.7 lakhs Cr of LAP) coming out of
Covid, witnessed steady growth in FY23. This was despite
being faced with a rapid rising interest rate cycle wherein
the regulator revised the repo rate by around 250 bps.

Your Company has grown its book and disbursements

with y-o-y jump of close to 100% over previous year in
disbursements thus reaching < 4,730 Cr and 26% growth
in book size reaching ¥ 13,410 Cr. This has been achieved
by your Company changing the customer mix of Salaried to
Self-Employed Non-Professional (SENP) from 88:12 to 59:41
for new disbursement.

Structure-wise, your Company changed its focus from
salaried segment to SENP & LAP, putting more emphasis on
creating multidirectional distribution sourcing agents like
DSA, Referral Agents, Developer and Digital business.

Home Loans:

Despite the rise in policy interest rates, the real estate
market continued to show strong buyer sentiment. In

the second half of CY22, new launches in the residential
segment increased by 30% y-o-y, and for the full year, it
was up by 41%. Despite high inventory levels, increased
sales resulted in a decline in Quarters to Sell (QTS) levels
from 10.2 to 7.2 quarters in H2 CY22. Prices grew between
4-7% in all markets, with Mumbai, NCR, Bengaluru, and
Pune posting the highest rise. However, sales in the less
than ¥ 5 Mn ticket size segment declined from 42% in H2
FY21 to 35% in H2 FY22.

In this scenario, your Company disbursed ¥ 4,188 Cr Home
Loans in FY23 (up by 83% y-o-y).

LAP:

The Gross Loan Portfolio (GLP) of LAP in the industry

has been showing steady growth over the past three
quarters on a y-o-y basis. Up to % 2 Cr ticket size LAP
market contributes 43% volume to overall LAP market.
Your Company operates in this segment. Low-ticket LAP

is expected to outperform high-ticket LAP as the former is
linked to essential services, and currently, the Indian services
sector is performing better than the manufacturing sector.

Your Company disbursed ¥ 542 Cr worth LAP in FY23.
The contribution of Mortgage Loan, as part of total Retail
Housing disbursement, increased by 97% y-o-y in FY23.

Consumer Loans:

The Personal Loan (PL) industry in India is experiencing
consistent double-digit growth year after year, with a
market size of 9.9 lakhs Cr. Despite the existence of
several loan products in the market, online PL has emerged
as one of the most favoured loan options.

Your Company embarked on launching this product two
years ago by tapping into its existing base of over 55
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lakhs two-wheeler customers. This year, basis the success
of this product, your Company expanded the sourcing
channel to e-aggregators comprising partnerships with
over 18 fintech players, aggregators, and BFSI companies.
The availability of customer-related data comprising
demographics, credit and income has enabled your
Company to provide differentiated offers to its prospective
customers.

Your Company in FY23 endeavoured to enhance customer
experience manifold by launching its D2C app, PLANET.
This app offers key digital geo-agnostic seamless DIY
journeys, with loans being processed as fast as within 7
minutes of application.

As a result of these efforts, your Company disbursed
34,886 Crin FY23 as against % 2,254 Crin FY22 in
Consumer Loans. Meanwhile, your Company’s book
size grew from ¥ 2,301 Crin FY22 103 5,471 Crin
FY23. Despite this growth, LTF maintained its collection
efficiency at 99.0% in FY23 through collection analytics
interventions.

‘i;h".i SME Finance:

As per MSME pulse, demand for MSME loans (measured
in terms of number of commercial credit inquiries)
accelerated and grew about 1.7 times the demand of

two years ago. NBFC saw credit demand crossing 2x for
the same period. The formalisation of MSMEs and their
adoption of platform-based banking services enabled
lenders to capture more data. This makes credit processing
and loan delivery seamless, and underwriting and debt
collection more granular, boosting confidence of financial
institutions.

Post the pilot launch in FY22, SME Loans business
expanded geographically from 2 locations to 17. The
book size stood at ¥ 1,378 Cr with disbursement towards
Professional & Business Loans. Currently your Company

is sourcing from 80+ DSAs across the nation. During the
year, your Company disbursed ¥ 1,473 Cr with a customer
base of 6,000+ on book. The Unique Selling Point (USP)
provided by LTF is a direct-to-channel journey, and offers
digitally simplified processes and strong value proposition
to the customer — through term loan & dropline overdraft.

L&T Finance Holdings Limited



@ L&T Finance
—

Wholesale Finance

Your Company is in the process of transforming itself into a retail finance company. This process of retailisation is
expected to be completed through a two-pronged approach of growing the retail book as well as reducing the wholesale
book through accelerated sell-down. In this regard, your Company, during the year, ceased incremental fresh sanctions

in Infrastructure Finance. Disbursements made were towards committed sanction lines. In Real Estate Finance there have
been no incremental sanctions in the past 3 years and disbursements, if any, were for project completion.

Consequently, the wholesale book (includes defocused) reduced from ¥ 43,257 Crin FY22 to % 19,840 Cr in FY23.

With the accelerated sell-down, your Company is confident of achieving the Lakshya objective before the stipulated
timeline of FY26.

DIGITAL & DATA ANALYTICS

Seven years back, your Company forayed into taking strategic decisions that redefined the manner in which it did business.
These decisions included:

» Keeping data at the core of decision making

» Eliminating subjectivity/bias in decision-making

» Algorithm-led sourcing, underwriting, disbursements and servicing

» Call on digital-only disbursements and veering towards digital collections

» Using surrogates/proxies to underwrite both in the rural and urban areas

» Moving beyond credit bureaus to source customers i.e., new-to-credit/other customers, thus making it geo-agnostic

If we look back, these interventions have not been sudden but gradual gnawing of changes in a calibrated manner through
ecosystem-based analysis and co-ordination. Thus, it became evident that digital and data analytics is a key strategic step in

the sustainable development of the retail business franchise.
These Investments in building digital and analytics prowess led to the following results:

» Your Company emerging as one of the leading financiers in its flagship products: Farm Equipment Finance, Two-

Wheeler Finance and Rural Group Loans & Micro Finance
» Enhancing customer experience
» Providing best-in-class Turn Around Time (TAT)

To enable systems to run faster, become more agile and to enable faster decision-making through the use of analytics,
structural changes were made with IT infrastructure being moved to Cloud. Employee-assisted apps were developed to
provide the much-needed medium for field employees to undertake seamless sourcing, underwriting, disbursements,
collections and servicing. These apps in rural areas brought about a clear sustainable manner in which financial services

could be delivered seamlessly to customers.
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The apps include features such as:
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One of the key differentiators for your Company has been the way credit is underwritten. Underwriting is data-driven and
centralised algorithm-based, allowing decision-making free from human bias. Machine learning refines algorithm to make it
more agile and robust, leading to better portfolio decisions. Today, our Two-Wheeler scorecard works on the 5™ generation
scorecard with the 6" generation being underway and an analysis of vintage curves reflects how portfolio delinquencies have
reduced since the 1t generation scorecard.

3{@—‘1 Digital - Role in Lakshya 2026

/
Shaping of Retail Financing in the last decade
Trends in Retail Financing facilitated by Digital & Data
Till 2015:

Traditionally, lending decisions were driven principally around the asset being financed due to limited customer information
availability. This led to the emergence of ‘Product Expert Companies’ specialising in asset financing as their expertise revolved
around analysing the asset (viz. asset type, model type, horsepower, and longevity).

Further to this, a layer of channel/dealership got added that helped in prioritising and growing business around the
performance of dealers and other channel networks. This led to sharpening the business around the OEM, leading to a
symbiotically viable relationship between the financial institution, OEM and the dealer/channel. So, by now, the institutions
were able to lend to the customer basis the asset and channel data parameters.
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2015-2019:

Then came a paradigm shift, wherein RBI directed banks & NBFCs to share credit information with credit information
companies. With this, detailed data repository with Credit Bureaus could be harnessed with the market moving from a then
single credit bureau to three, thereby bringing in competition. This provided financial institutions with holistic information
about the indebtedness of the borrower, thereby democratising customer information. This summarily changed the status
quo that an institution owns the customer.

Another dimension of information that became publicly available was macro data comprising water reservoir levels, fiscal
deficit of states, sowing and harvesting patterns, mandi prices, rainfall map data by district, and other relevant macro data
(both rural and urban). This helped in building econometric models around converting macroeconomic trends to predictable
microeconomic portfolio indicators at the pin code level.

2019-2023:

Reporting of customer credit and other granular data to all 4 credit bureaus by all financial institutions became mandatory
by RBI. Further on, the regulator has added another layer comprising Fixed Obligation to Income Ratio (FOIR) based income
estimation for credit appraisal. This has led to the financial institutions’ development of proprietary income models around
their customers.

Today, with the pace of digital adoption especially built on the back of the India stack, there are multiple non-traditional
sources of data viz. payments and transactions history, tax returns, which provide better insight into customers.

So, apart from asset and dealer level data, we have data on macro-economic indicators, customer indebtedness, customer
income, and payment data that provide us with a holistic and scientific thesis of understanding customer needs and the
opportunity to build a suite of hyper-customised products that caters to his/her needs.

As data becomes the lens through which a financial institution appraises a prospective customer, your Company foresees a
gradual conversion of customers from unorganised lending to organised lending, thereby leading to financial inclusion and
ready availability of credit.

As a pertinent player in rural India and foraying deeper into urban India, your Company envisages this as the required
amount of financing will have to be made available anytime, anywhere on tap.
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These trends have culminated in the need for a shift in focus from the product to the customer.

Your Company is well-positioned to leverage this shift, having built a strong asset, customer and digital franchise over the
past 7 years. Products are now being launched keeping the customer at the core by understanding the need of customers.
The aim is to provide a more holistic value proposition by leveraging the availability of customer and family related data
and data around assets. New products around the flagship products are being crafted to create a customer need fulfilment
ecosystem through the digital medium.

The products being envisaged around the Rural Business franchise include Rural LAP, Rural Individual Loans and Agri-allied
loans around the Farmer Finance franchise. The 2 Cr+ customer database, which your Company has, is being used to cross-
sell and up-sell. Your Company is also building an omnichannel customer ecosystem to enhance customer engagement
throughout the lifecycle, creating opportunities for cross-sell, up-sell and customer retention.

In the quest towards evolution of an optimum distribution franchise to build a Fintech@Scale, your Company has come a
long way from having channel-based traditional approach to direct autonomous channels. This started with having a:

Physical distribution network
Moving to analytics-based channel management

And assisted apps & centralised underwriting

vV v v Vv

Thereby, developing a geo-agnostic D2C PLANET app for sourcing, collections and servicing

Deep distribution network spanning across channels

Created direct
autonomous channels

Geo-agnostic D2C PLANET app for
sourcing, collections and servicing

Analytics-based channel
management

Assisted apps & centralised
underwriting

Farm & Two-Wheeler Dealerships,
DSAs, Aggregators, Call Centres

Started with channel-based

Son traditional approach
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Components to Building a Fintech@Scale:

i)
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i
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. Automated Process

(&4, Business Rule Engine B

& Process Fintech Ecosystem

E lll. Scalability

- Google Cloud Platform
Google Cloud
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!'ﬁ! Origination System)

@) IV. Security

@@ Il. Customer Journeys
Cross-Sell
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Customer Engagement
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2
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; Al-based Security
e Assessment

ISO ISO 27001 Certification
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PLANET App

The most important digital asset in the value proposition is PLANET app that your
Company has developed. The PLANET app is a D2C app launched in March 2022
which aims to deepen customer engagement and features over 130 functions. The
app is being continually evolved to provide a differentiated customer proposition.

PLANET app, launched as a servicing channel, is now moving towards being a key
sourcing and engagement channel through geo-agnostic autonomous journeys —
DIY journey. Consumer Loan was our first foray into building an autonomous digital
native journey. This year, your Company also launched digital native proposition for
Two-Wheeler, which provides an autonomous journey in 5 easy steps. As a part of
this journey, the customer can select the brand-new Two-Wheeler of their choice,
upload documents and complete the Know Your Customer (KYC) process. Through
the app, the customers can book a test drive and also get home delivery of the
chosen Two-Wheeler, all from the convenience of their homes. The Company is
augmenting PLANET app to further strengthen the collection infrastructure. Other
customer engagement features of the App include credit score, mandi prices for farm
customers and creation of an insurance marketplace.

A %
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Servicing Features

View Loan E Mandi Price
Account Details ©\ (Farm Customer)
© (]
Download Statement ___ T
of Account (SOA) & Marketplace
Update Profile
o P [
Bownload @ Credit Score
Repayment Schedule - Personalized
(V] i o
Lending &
Download Interest  |[—/ Assisted
Certificate =% NETworks Autonomous Journeys
(]
Download G s g : D2C Journey for
Welcome Kit Consumer Loan
(V] (V]
Update Mandate D2C Journey for
Details @ Two-Wheeler Loan
(V] (V]

Rewards &
=5 Referrals ©

E@ Utility
— Payments (-

@ Completed © In progress

E D2C Journey
Farm Top-up ©

Performance Report Card of PLANET App in FY23

¥ 1,650 Cr+ T 240 Cr+ T 48 lakhs+ 2.8 lakhs+

Sourcing Collections Servicing Experience Rural Customers

30,00,000+ Downloads , 28,69,136 Downloads 1,69,917 Downloads

Apart from the D2C app PLANET, your Company is setting up a digital channel ecosystem for a tie-up with dealers, OEMs,
e-aggregators and fintech for scaling its offerings.

Continuing on the journey to provide an omnichannel experience, your Company augmented traditional branch-based
servicing with new-age servicing. Self-help options such as chatbot, SHO portal, Whatsapp, IVR and the PLANET app have
helped invert the servicing pyramid. Today, customer interactions over digital channels are 74% vs. 21% two years ago.
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HUMAN RESOURCES

As a financial services provider, people are

the greatest assets and the core strength of

your Company'’s business. Your Company has
consistently been agile and improved its human
resource practices to match the dynamic workplace.
As of March 31, 2023, your Company employed
27,506 employees.

The Human Resources of the Company can be
broadly divided into 3 categories:

» The field force comprising the sales, collections,
and operations staff

» The supervisory and middle management
personnel at the state and zonal levels

» The personnel comprising top and middle
management located at the corporate office

Of these, the first category of employees, who constitute
75% of the workforce are core to your Company as
they ensure Last Mile Delivery of financial services.

These employees are the ones to be provided maximum
attention in terms of human resources management and
to be cared for as:

» They form your Company’s point of contact/
intervention/servicing with the customer

» They are the wheels of your Company that ensure
timely disbursement and collection of credit

» They ensure that your Company touches those
customers who can be located/identified through
latitude-longitude coordinates. Thereby making your
Company’s presence felt far deeper than a Taluka/
Tehsil/Village while leading its customers into the
financial inclusion threshold

» They represent the discipline, reach, and granularity
that your Company brings to this business

These employees have sustainably helped your Company
achieve its organisational goals even in the most trying
environment, especially in rural areas. They have been
identified as LTF's catalysts of change as they represent the
‘L&T Finance’ brand all across rural and urban India.
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With the Lakshya 2026 strategy of customer focus, they
form the workforce who would actually be selling this
suite of products to the customers. It is pertinent to note
that 50% of your Company’s retail business comes from
deep rural areas. The field force that has been recruited
are also from these areas. This ensures that your Company
empowers rural India with employment and career
development opportunities. LTF is driven by stories of such
employees who have risen through the ranks.

The welfare and other employee friendly measures that
your Company drives at the field force level, defines the
growth path and accelerated pace of retailisation that it is
likely to achieve.

Some of the notable measures for the field force are
encapsulated as under:

All the new frontline recruits attend a 2-day Parichay
programme where they understand the ethos of your
Company, the benefits they are entitled to, and the job
they are supposed to perform. Moreover, employees are
trained to improve their customer acquisition skills so that
their productivity improves and they earn more incentives.

Your Company believes in enabling the performance of
frontline employees and providing them with a career
path subject to their performance. In the last 3 years, your
Company has provided role elevations to 3,581 frontline
employees in Rural Business Finance, 242 frontline
employees in Urban Finance and 102 frontline employees
in Farmer Finance.

In order to express your Company’s gratitude to the
frontline employees and motivate them, Rising Star
Awards was organised. Last year, 552 winners and
this year 550 winners have been felicitated with the
prestigious award.

Your Company firmly believes in meritocracy i.e., superior
rewards for superior performers. In addition to market-
aligned salaries and allowances in the senior and middle
management category, your Company provides ESOPs
and retention pay for the best performers. Over and above
that, your Company also believes in career progression
by providing role enhancement and increasing the scope
of their work. This builds their confidence and motivates
them to take up higher-level responsibilities. Job rotation
is another effective medium of helping people who are
specialists in their respective fields to take up leadership
roles and grow in their career.
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Your Company has a focused approach to keeping

employees motivated and engaged:

e% Communicating Purpose

Lakshya 2026 town halls were conducted pan India

for regional and area-level leaders to align them to the
organisation priorities. Your Company’s business leaders
conducted the sessions as Lakshya Champions. Townhalls
helped spread positivity across the organisation and
instilled a self-belief amongst the employees that Lakshya
2026 is achievable.

@: Engaging Employees

Your Company launched ‘WhatsApp Connect’ for all

its employees. Currently, over 25,000 employees are
connected through WhatsApp and receive important
product and employee benefits updates, among others,
through the channel. The channel has become an effective
source of information dissemination in a large distributed
retail setup.

Your Company also organised a Stepathon challenge

for its Mumbai-based employees. The objective of the
Stepathon challenge was to promote a healthy, active
lifestyle among its employees while simultaneously
encouraging teamwork. As a part of the challenge, 670
employees, who were divided into 67 teams, competed
to take the highest steps during the 60 days of the
competition. The top two teams with the highest number
of steps were honoured and those who lost maximum
weight during this period were felicitated. Weekly winners
were also recognized for taking the highest number each
week during the challenge.

o)

(amn)

- MD&A

0Qo i i
R Investing in People

Since frontline executives are very crucial for business
development, a flagship programme ‘Aspire’ has been
designed to train the frontline staff, especially the sales
functionality and support function members. Such
planned growth opportunity enables your Company to
attract and retain top performers for frontline roles. It
also enables them to manage transition and become
productive quickly.

Last year, Internal Job Posting was introduced in
September 2022, under which, as soon as any new
vacancy is published internally, the first preference is given
to internal talent. This enables the movement of talent
across businesses and functions and provides a career path
to employees.
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/+al. Rewarding Performance

Every measurable effort/milestone achieved by an
employee deserves utmost appreciation and respect.

It is imperative that the top performers exemplify your
Company’s culture, live its values, and draw inspiration
from them. Therefore, to felicitate the exemplars

of these values, your Company has institutionalised
STAR Awards, one of the biggest annual recognition
platforms. This year, the STAR Awards programme
was conducted in person after conducting it through
virtual modes for last 3 years. The event honoured 203
employees for their stellar contribution, encouraging
them to perform extraordinarily.

Additionally, initiatives such as the Wall of Fame
continued to recognise the outstanding and exceptional
contributions of the employees throughout the year.
Together, these practices serve to acknowledge your
Company’s gratitude to its biggest assets — its people —
for their unstinted support and contributions.

A
&dlll peveloping Future Leaders

Your Company has always invested in developing
internal talent to create the next generation of
leaders. Last year, your Company launched Annual
Talent Identification and Development process. The
top 120 leaders of the organisation undertook Hogan
Personality Assessment, considered gold standard in
personality assessments, to understand their areas

of improvement and build greater self-awareness.
These leaders will now be honing their skills in leading
themselves, leading teams, leading relationships,
leading results, and leading businesses with a series of
development interventions planned in FY24.

This year your Company completed a succession
planning exercise for critical roles. The exercise aimed
to minimise people risks and groom talent to take up
specific roles within a defined timeframe.

@ Caring for Employees

Your Company organised vaccination drives for its
employees to enable prevention from the Covid virus
amid rising concerns. With 75% of the Company’s
people in frontline roles (directly interacting with
customers), the focus on health and safety is always
critical.

A total of 11,283 booster doses were administered
between November 2022 to January 2023.

In FY21, your Company rolled out financial support for
families of employees who unfortunately lost their lives
while in active service. This includes the continuation of
payment of monthly salary for two years to the nominee,
one-time ex gratia payment of < 2 lakhs, education
assistance to children till graduation, and education
assistance to spouse for pursuing vocational/professional
courses. The welfare support extended by your Company
during FY23 was % 15.4 lakhs under this support scheme.
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RISK MANAGEMENT

Risk management implies controlling potential future

events that may adversely impact business operations and

functioning. It is about adopting a proactive approach
instead of being reactive. Risk management forms a vital
part of your Company’s businesses and your Company is
cognizant of the prominent role it plays in its long-term
success, especially to be a retail digitally-enabled
Fintech@Scale. Your Company, as it advances towards its

business objectives and goals, is often subjected to various
risks. Credit risk, market risk, liquidity risk, fraud risk, cyber

risk and operational risk are some of the risks that your
Company is exposed to. With this as the backdrop, your
Company has in place a Board/Committee approved Risk
Management Framework. This framework encompasses
a risk appetite statement, risk limits framework, risk
dashboards, and Early Warning Signals. The Group Risk
Management Committee (RMC) supervises the efficiency
of this framework periodically. Your Company’s Risk
Management function works independently from the
business units under the guidance of the RMC. This
helps ensure guidance during challenges, underscore
oversight and balance the risk/reward decisions. Post
large-scale events, stress tests are conducted by your
Company, which help assess the durability of the balance
sheet. It provides useful insights to the management
regarding a better understanding of the nature and
extent of any vulnerabilities, quantifies the impact and
develops plausible business-as-usual mitigating actions.
Your Company’s Risk Management function periodically

onboards an external independent firm. This firm helps
your Company review its approach to risk and ensures
alignment with the best market practices. This is crucial
for the assessment of your Company’s capital strength
and earning volatility. A rigorous examination of your
Company’s resilience is carried and observed against
external macroeconomic shocks. This has immensely
helped your Company stay ahead of the curve as one of
the leading NBFCs with the highest AAA credit rating.
Moreover, your Company has taken cognisance of the
newer emerging risks such as reputational, sustainability,
and climate-related risks and has developed a framework
to address these risks.

In line with the requirements of scale-based regulations
prescribed by RBI, your Company has put in place

Internal Capital Adequacy Assessment Policy (ICAAP)
which outlines all the risks, risk mitigants, and capital
requirements for present and future time periods.

Under ICAAP framework, your Company has developed
qualitative and quantitative templates to measure and
manage various risks like credit, market, liquidity, interest
rate, operational, strategic, compliance, reputational and
concentration risk. Another initiative undertaken to align
the Risk Management framework with Lakshya 2026 goals
was to refresh and recalibrate the Risk appetite statement
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of your Company which clearly defines and covers
Company-wide qualitative and quantitative statements on
aggregate risk level and types of risks being monitored at
the entity level. It is further cascaded through individual/
group limits to different business lines across various
parameters, including products, sectors, geographies

and, counter-parties. The RMC and Risk Management
Department of your Company are continuously monitoring
these limits.

Credit Risk
S

Your Company is exposed to various kinds of risks,
including operational, liquidity and market. However,
credit risk is the single largest risk for your Company’s
business. Therefore, your Company carefully and efficiently
manages its exposure to this risk. To demonstrate

strength in credit risk management, a new-age portfolio
management framework has been implemented as part of
our Lakshya 2026 journey. The focus is on strengthening
underwriting capabilities for existing as well as new-to-
credit customers by investing further in building geo-
agnostic underwriting capabilities. Thus, improving digital
and analytical capabilities wherein your Company is able
to arrive at decision by considering multiple variables

and increase use of scorecards and bureau in credit
decisioning. All these initiatives enable us to reduce credit
costs, improve efficiency, maintain consistency, and, more
importantly allow your Company to build scale cost-
effectively. Your Company also has an effective review
mechanism in place. It uses state-of-the-art Early Warning
Signals to recognise potentially weak credit while stressing
on maintaining ‘Zero DPD’ (Days Past Due indicates the
number of days a loan repayment has not been made past
the due date). Your Company has been able to ensure
stable asset quality amid volatile times and a difficult
lending environment. To strengthen risk management,

it is also important to improve asset quality. The steps
your Company has taken to build a new-age credit
portfolio management framework, stringent adherence

to the prudent risk norms and diligently following the
institutionalised processes have led to improved

asset quality.

Your Company’s provisioning policy is cautious,
conservative, and prudent in nature. As per the RBI
notification on acceptance of Ind-AS for regulatory
reporting, it computes provision as per Ind-AS 109 and as
per extant prudential norms on Income Recognition, Asset

56

Classification and Provisioning (IRACP). If the impairment
allowance in the aggregate, under Ind-AS 109, is lower
than the provisioning required under IRACP (including
standard asset provisioning), the difference is appropriated
from net profit or loss after tax to a separate ‘Impairment
Reserve’. As part of the Covid response, your Company
had undertaken an arithmetic modeling on the plausible
conduct of the debtors’ behaviour to build incremental
provisions and strengthen the balance sheet. As on March
31, 2023, your Company carried ¥ 1,171 Cr of macro-
prudential and other additional non-GS3 provisions to
shield against any challenges arising due to the after-effect
of the pandemic.

ﬁ Operational Risk

Your Company’s effective and pre-emptive Operational
Risk Framework is overseen by the Operational Risk
Management Committee. The team examines operational
risks and incidents in a way to ensure robust continuance
of processes and systems. In order to strengthen the

Operational Risk framework in the view of Lakshya

2026, the team has undertaken a project as a part of
which of 450+ SOPs, 100+ process flows, 600+ risk
control metrics and 100+ key risk indicators have been
reviewed to strengthen compliance with regulation and
build process resilience. Framework to ensure adherence
to these SOPs by employees on an ongoing basis is also
being developed. With increased focus on digitalising

the lending process and building autonomous journeys,

a need was felt to put in place a group that will critically
review any changes to systems and processes and work
towards standardising the processes and systems across
multiple products. Hence, your Company has put in place
a Process Approval Group. This initiative enables your
Company to get better control over various journeys while
providing a best-in-class customer experience.
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Market/Liquidity Risk

Your Company protects itself against market or liquidity
risk with the help of its prudent approach. It maintains

a positive liquidity gap on a cumulative basis in all the
time buckets up to 1 year (at a consolidate level). A
Contingency Funding Plan has also been put into practice
by your Company for responding to severe disruptions
which might affect the ability to fund some or all
activities in a timely manner and at a reasonable cost.
These cautious and judicious liquidity risk management
measures and practices clearly reflected the robustness
of your Company’s asset liability management during the
Covid related stress. Your Company maintains a positive
interest rate sensitivity gap over a one-year horizon. This
acts as a mitigant against interest rate risk in the balance
sheet. Regular liquidity and interest rate stress testing is
also conducted, thus helping LTF manage and regulate
its response to the evolving market conditions related to
liquidity and interest rate changes.

- MD&A

Fraud Risk

R —

Your Company manages fraud risk by focusing on
preventing frauds, ensuring early detection, proactive
communication and awareness building on recurrent
frauds and how to mitigate them. The Company

has built multifaceted digital controls in all product
journeys to verify information/documents through
APIl-based authentication and rule-based assessment
methodology to flag outliers and take decisions before
onboarding any customer. Further, past patterns are
studied to continuously refine this rule-based assessment
methodology. To ensure 360-degree monitoring across
various processes, the Company uses analytical capabilities
to define triggers and accordingly initiate thematic checks
for pinpoint verification and early detection. The Company
has also focused on building employee awareness of
recurrent fraud trends through structured risk awareness
campaigns and on-ground training to inculcate process
discipline.

LTF has launched a risk awareness mascot ‘Sachet Kumar’
to educate customers and employees on fraud trends

and how to stay protected from the same. Sachet Kumar
with its latest campaign ‘Jaankar Baniye Savdhaan Rahiye’
is committed to encourage people to practise secure
financial transactions and digital safety habits. It will
motivate people to stay vigilant by keeping them informed
about the modus operandi of fraudsters and share tips to
mitigate digital and other fraud attempts.

HAR FRAUD PE

HOGA VAAR
JAB SATH HO

SACHET KUMAR
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@ IT Security Risk

N4
As your Company digitalises lending, it is facing an
increased risk of cyber-attacks. To prevent ransomware
attacks, your Company has put in place 100% security
patching. It carries out real-time simulations of cyber-
attacks and regular offsite backups as well. It has
implemented denial of service protection to prevent
Denial-Of Service Attack. In addition, your Company also
carries out detailed security assessments of all internet-
facing applications. To ensure that your Company is not
subjected to supply chain attacks, it has a Zero Trust model
in place which carries out security assessment of all the
third-party vendors before onboarding and thereafter
as well. Your Company has also taken various steps to
manage internal risks like conducting cyber security
awareness training, quarterly phishing drills, blocking
access of Universal Serial Bus (USB) and unauthorised
applications, implemented two factor authentication and
scanning of email attachment. Your Company is looking
to deploy detection tech to pre-empt attacks before the
breach and further enhance customer data security layers
to safeguard against emerging threats in this space.

Regulatory Risk

Keeping in line with the highest standards of
compliance practices, your Company has undertaken
projects to strengthen the compliance with guidelines
on Fair Practices code, Outsourcing guidelines,

and Customer grievances. The areas of review
include the process and methodology of solving
customer grievances, repossession, and outsourcing
arrangements. The project on review of outsourcing
was undertaken with a view to strengthen the
existing process and to align with the best in class
practices. On the project on Repossession and Resale
review was done to ascertain that LTF practices were
best-in-class in the industry and your Company has
worked on revamping the existing Repossession and
Resale process. On the Customer service project,

the intention was to redesign Customer Service
Resolution Framework to provide seamless and timely
customer service experience to the customers.
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ESG

An early adopter of Environmental, Social and Governance
(ESG), your Company has committed to creating long-term
stakeholder value by embedding sustainability practices
across its businesses and operations. Your Company is
amongst the few who have embedded and included ESG as
one of the cornerstones of business strategy - Lakshya 2026.
LTF has achieved significant milestones through its ESG
journey during FY23.

Your Company achieved 30% emission reduction as
compared to last financial year in alignment with its
commitment to achieve Carbon Neutrality by FY35 and is
Water Positive.

Q
o@o ESG-enabled Policy Ecosystem

The ESG Policy adopted by your Company has been a
guiding framework to incorporate ESG considerations into
operations and business, and mitigate material impacts and
risks. In addition, your Company has Environment policy,
Health & Safety policy, Diversity, Inclusion & Equity policy,
Human Rights policy and Data Privacy policy which are
reviewed by the CSR & ESG Board Committee.

With an intent to encourage ESG consciousness amongst
its value chain partners, your Company has not only
implemented the Third-Party Code of Conduct and
strengthened the contractual obligations, but also
conducted a survey with a few value chain partners on ESG
readiness and practices.

L&T Finance Holdings Limited
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By g ESG in Busi
Q\@ Integrating ESG in Business

23,539 evs

Financed

28. 92 lakhs+

Helped avoid tCO2e emissions

¥ 585

Secured sustainability focused loans

60.09 iakhs-

Women borrowers received Rural Group
Loans & Micro Finance

97 0/0 employees

Trained on ESG through modules in
8 regional languages and learning
modules

o
@ Integrating ESG in Operations

During FY23, your Company continued to integrate ESG
in its operations. It also identified ‘emissions’ and ‘water’,
two critical environmental issues, as areas of immediate
ESG action.
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i\ Commitment towards Social

Well-being

Your Company continues to demonstrate a deep
commitment to well-being of its stakeholders through
various measures. To address the 'S’ of ESG, your
Company prioritised actions promoting key stakeholders'
well-being. For example, products, services, and key
business activities have been designed to meet the needs
and expectations of customers. By focusing on continued
transparency and engagement, your Company has
enhanced its customer base and nurtured higher customer
loyalty and strong brand recall. The rural businesses of
your Company have significantly powered the agenda of
financial inclusion and empowerment across the country.

Employee well-being has always been one of the top-most
priorities of your Company. Your Company has identified
Diversity and Inclusion programmes and undertaken
various initiatives to encourage hiring of women and

PWD (Persons with Disabilities) as covered in detail in the
Human Resources section of this report. During the year,
women representation in Group Executive Committee
was 27%.

During FY23, your Company worked towards the inclusive
social transformation of rural communities through its CSR
initiatives impacting 11.78 lakhs+ lives, empowering 960
Digital Sakhis and 5,500 women entrepreneurs.

@ Ensuring Robust Governance
N

Your Company enhanced the scope of the ‘CSR
Committee’, by amending the terms of reference to
include a focus on ESG aspects in FY21. It has also
established a practice of focused discussions on ESG
performance in Board meetings and has a process in place
to provide ESG updates to the Board at the quarterly
Board meetings. In order to measure the effectiveness

of the Board and the CSR & ESG Committee on ESG-
related parameters, your Company has included ESG
considerations in the Board's annual evaluation, assessing
their contribution towards ESG initiatives. Additionally,
senior leaders' performance is evaluated against ESG-
related KPIs. Your Company has also conducted an
internal audit of the ESG process and automated ESG data
to strengthen reporting. These measures demonstrate your
Company's commitment to monitoring and improving its
ESG performance.

Approach to
Carbon Neutrality

Decarbonisation: Shifted to renewable
energy and operational space
optimisation, among others

Sequestration: Planted over 50,000 | ‘
trees in FY23

Reduced estimated FY23 carbon _’
footprint by ~30%

Approach to
Water Positivity

‘_

Reduce: Ensure extensive use
of technology and awareness-
building activities

Recycle: Installation of Sewage
Treatment Plant (STP) on owned —‘
premises

Replenish: Trained Water User
Groups to maximise water

replenishment and achieved
replenishment of 280.66 lakhs KL

Achieved Water Positivity
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Corporate Social Responsibility (CSR)

LTF believes that its business is responsible for operating
sustainably and ethically. This means considering

the impact of its operations on the environment, its
employees, customers, and the communities that it
operates within.

Your Company’s commitment to CSR goes beyond
compliance with legal and regulatory requirements.

The Company recognises that its actions can have a
far-reaching impact on society and that it has a duty to
contribute to positive social and environmental outcomes.
Towards this, while the CSR budget for FY24 (total
amount across entities within LTF), is less than the CSR
budget for FY23, your Board has decided to retain the
CSR spend at the same level as FY23.

One of the key ways that your Company demonstrates its
commitment to CSR is through its partnerships with NGOs
and community organisations. By working together, your
Company leverages its resources and expertise to address
social and environmental challenges in a more effective
and impactful way.

For your Company, CSR is not just a charitable activity,
but an integral part of business strategy. To stay relevant
in a rapidly changing world, LTF has redefined its" CSR
vision and mission and aligned it with Lakshya 2026 core
business targets and the Sustainable Development Goals
(SDGs).

The CSR thrust areas identified are based on a
combination of factors including the business’s strengths
and priorities, the community’s needs, and the national
development goals. The three CSR thrust areas that have
been identified are:

For more details, please refer to the Social and Relationship chapter.

Integrated Annual Report 2022-23

Digital Financial Inclusion

Focuses on promoting financial
inclusion by leveraging digital
technologies to provide access to
financial services to underserved
communities in rural areas, especially
women. The goal is to empower
rural communities/individuals with
the tools and resources needed to
manage their finances, build savings,
and bridge the digital and financial
divide to improve their overall
financial well-being.

Disaster Management

This area focuses on building
resilience in communities by
preparing for and responding to
disasters, such as natural disasters
or pandemics. The goal is to help
communities recover from disasters
and build the capacity to better
prepare for and respond to future
crises.

Other Initiatives

This thrust area encompasses a
range of initiatives to promote
environmental sustainability, road
safety, healthcare, and other social
issues. The goal is to address critical
social challenges and positively
impact the communities in which the
business operates.




- Overall CSR Footprint o

st Bengal
Overall Outreach Digital Financial Inclusion
30 lakhs+
& Disaster Management
States Districts Villages
9 22 1,000+ o
Other Initiatives
-
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With the objective of emerging a leading digitally enabled retail finance co V.
strategy rests on the pillars of generating sustained profit, establishing a robust risk
management framework, becoming a Fintech@Scale and integrating ESG in busine:
operations. Led by the Lakshya 2026 strategy, LTF has been leveraging its c :
in data analytics and technology in its journey to emerge a Fintech@Scale. Th
has been on automation of processes, scalability, improving customer experie :
data security. Furthermore, the launch of its flagship products has been instrt .:‘
enabling LTF to capture a larger market share. Besides revamping its product
LTF has adopted a customer-centric approach and is gradually moving from prod l
financing to customer financing. Going further, for creating long-term business vaI o
while improving performance, LTF has integrated ESG parameters key business
decisions. This leads to enhanced competitive advantage driven b ilience
increased returns, ability to leverage new market opportunities, attra J
and access to newer markets amongst others.

S
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VALUE CREATION MODEL

INPUTS ——MmMmM8M8mMmm™m8™8™8™ > VALUE CREATION MODEL

FINANCIAL CAPITAL

» 3.86 Debt to Equity ratio

» < 2479.67 Cr Equity Share Capital

» < 44,139.59 Cr Borrowings (Consolidated)

» <585 Cr Sustainability Focused Loans
Secured

» 27,506 Number of Employees

Initiatives

Capital Linkage
v

» 96 Number of Townhalls as Part of Lakshya strategy
» Investments in New Learning & Development (L&D)

» Initiatives on Employee Health, Safety & Well-being

» Policy on Diversity, Inclusion and Equity

MANUFACTURED CAPITAL

» 1,862 Number of Branches Pan India
» 28,000+ Number of Partner Touchpoints

» 8,000+ Number of Dealer Partnerships (Farm

Equipment Finance and Two-Wheeler Finance)

INTELLECTUAL CAPITAL

» Launch of New Products and Services

» Integration of ESG in Risk Assessment

» 30 lakhs+ Downloads of Geo-agnostic D2C
PLANET app

» Analytics-based Channel Management

> Assisted apps & Centralised Underwriting

SOCIAL AND RELATIONSHIP CAPITAL

» Capacity Building Conducted for Water User Groups

(WUG) in 122 villages

Presence of Digital Sakhi Project in 7 States
% 23.45 Cr CSR Expenditure

Aspirational Districts

Employee Volunteering

vVVvyvyYyvy

NATURAL CAPITAL

Total Energy Consumption

1.82 lakhs Saplings Planted Cumulatively
1,869 mWh Renewable Energy Procured
Waste Management

vVVvvyvVyYy

122 Villages
Financing Clean Mobility

v

Rain Water Harvesting Structures Maintained in

Our Determination
»  Top notch Retail NBFC
p  Catering to the rural, urban mass affluent, aspirer
& SME segment
»  Using digital & data analytics
P Creating a creditworthy p