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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.
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ABOUT THE REPORT

Accelerating towards

LAKSHYA
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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.
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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

Integrated Annual Report 2022-23



4
N

Corporate Overview



@ L&T Finance

> 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

L&T Finance Holdings Limited
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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

%
74%
Customer |nteracti0n5

through Digital
Channels

4.3
Star Rating on iOS

App Store
(PLANET App)
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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



> Ratings, Awards & Recognition

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



N E S G INDIA

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.

Integrated Annual Report 2022-23



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.

\ >
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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

E Corporate Overview

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
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Growth
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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%
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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%.

‘ 40 ‘ Integrated Annual Report 2022-23



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.
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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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8 Face recognition
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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)
{0

i

@ Salesforce Workflow [ |

. Automated Process

(&4, Business Rule Engine B

& Process Fintech Ecosystem

E lll. Scalability

- Google Cloud Platform
Google Cloud

i Interactive
Qlik@ Qliksense Portals
I 4Eh l Unified LOS (Loan
!'ﬁ! Origination System)

@) IV. Security

@@ Il. Customer Journeys
Cross-Sell
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Customer Engagement
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‘J Insurance
2
@ Servicing .
B Existing Strengthen Build
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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.

50 ‘ Integrated Annual Report 2022-23



- MD&A

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.
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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 pool of customers,
customers for retention, upsell & cross-sell
»  Delivering top-class sustainable RoA

Our Vision and Values

@ Ambition Discipline
Pride Integrity

Identified Risks and Opportunities
» Operational Risk
» Credit Risk
» Market Risk
» Liquidity Risk
» Interest Rate Risk
» Strategic Risk
» Compliance and Governance Risk
» Reputation Risk
» Information Security and Cyber Security Risk

Business Activities (Revenue for Each
Business Activity)

SME Finance
» SME Loans

Urban Finance
» Housing Finance
» Two-Wheeler Finance

Rural Busin
» Consumer Loans ) LS

Finance
» Rural Group Loans
& Micro Finance ‘

Farmer Finance
» Farm Equipment Finance

Strategic Levers

» Retailisation
» Digitalisation

» Customer Centricity
» Accelerated Wholesale
Reduction
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% 1,623.25 Cr Net Profit (PAT)

24.52% Capital Adequacy Ratio

8.67% NIMs + fees

Retail Asset Quality: NS3=0.71% GS3= 3.41%
75% Retailisation with ¥ 61,053 Cr total

Book Size

Retail RoA: 2.46%

Retail Growth CAGR: 35% y-0-y

36% of Employee Turnover Rate

11 Number of Women in Leadership and Senior
Management Roles

23.98 Average Learning Hours Per Employee
1.51 Male to Female Compensation Ratio
24,975 Hours of ESG Training to Employees

2 Cr+ Total Customer Database

25 lakhs+ Repeat Customers in Rural Group
Loans & Micro Finance

~2,00,000 Number of Villages Served

4.0 Product Penetration Per Customer

45%, 23% & 13% CAGR (Disbursal) in

Micro, Two-Wheeler & Farm Equipment Finance

Best-in-class TAT

ISO 27001 Compliance

74% Customer Interactions Through Digital
Channels

Improvement in IT Systems’ Down-Time
ISO 20000 System Implemented

12% Adoption of Digital Payment Modes in
Rural Areas (Digital Sakhi Project)

6,57,634 Number of NTC Customers in Rural
Group Loans & Micro Finance

1,370 Number of Digital Sakhis

30+ lakhs Beneficiaries Impacted Through
CSR Initiatives

11,600 Number of Upskilled Women
Entrepreneurs

60,09,430 Number of Female Beneficiaries
Receiving Rural Group Loans & Micro Finance

23,539 Number of EVs Financed

28.92+ lakhs tCO.e of Emissions Avoided
1,327 tCO,e of GHG Emissions Avoided
from Operations Through Renewable Energy
4% reduction in Absolute Energy
Consumed

7,710 KG of Waste Recycled

280.6 lakhs KL of Water Replenished

©

o Sustainability Performance

Stakeholder Linkage
D 4

vvyvyy

v

vVvVvyVvyYy

vy

vVvyvyy

v

Profitability Ensured

Long-Term Value Creation ~
Greater Access to Sustainable Finance ‘“
Sustainable Business Model

DECENT WORK AND
ECONOMIC GRONTH

Higher Employee Retention Rate and s
Enhanced Employee Satisfaction _/"\/\
Improved Employee Health and Well- ©

being oo
Enhanced Ability to Attract New FEOMC
Talent ﬁ/"

Better Business Performance

DECENT WORK AND

Extensive Customer Reach ENORCORN
Greater Accessibility in Rural and /\/|'
Underserved Areas (1

Improved Customer Experience
ngh Quallty Portfolio ECONDMI GROWTH
Larger Customer Base ,/

Better Risk Mitigation a
Resilient Business Model

DECENT WORK AND

Greater Financial Inclusion and Last-
Mile Access to Finance

Better Economic Conditions and
Enhanced Productivity

Women Empowerment Through
Financial Inclusion and Financial
Literacy

Enhanced Community Well-being
ESG Commitment Adopted by Value
Chain Partners

1"
POVERTY

v

Environmental Sustainability
Lower Environmental Footprint
Carbon Neutrality

Mitigation of Potential
Environmental Risks
Contribution Towards National
Agenda of Achieving Net Zero by
2070
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ESG AT LTF

Societies, as well as businesses, the world over, have gone
through unprecedented experiences recently. ESG risks
have gained prominence, especially in the face of climate
change. The need for ESG is being felt more than ever,
especially now when the world is fraught with economic
uncertainty, regulatory changes, customer-centric

focus and ESG-related implications. There is a growing
requirement for financial sector participants to consider
ESG parameters as part of their business propositions.

In the Indian context, there is a growing shift of focus
towards non-financial and ESG reporting and, thus, the
integration of ESG in organisational processes, systems,
and policies. Being one of the early adopters of ESG
reporting, SEBI has mandated 1,000 listed entities to
report their ESG performance. It has issued the latest
sustainability reporting requirements with quantifiable ESG
metrics as part of the BRSR requirements.

As one of India’s leading NBFCs, LTF has been quick to
respond to the growing need for ESG by gradually
integrating ESG as one of the key foundations for
achieving its goal of sustained profits. Your Company
views sustainability as a strategic issue and has

incorporated ESG as a core plan of it's four-year strategic
pillar — the Lakshya 2026.

We understand that the need for ESG in the financial

sector stems from the need to mobilise and accelerate
the transition into a low-carbon economy that focuses
on a balanced approach to meet business goals while
addressing societal issues. This scenario has generated
many opportunities for LTF to create an impact.

LTF is cognizant of its responsibilities of its own ESG
footprint and the ESG risks and opportunities it is exposed
to as a lender. Your Company has successfully integrated
and embedded ESG across its businesses and operations.

LTF's unwavering commitment to ESG is a key factor that
makes the organisation agile and flexible to change for
driving innovation and delivering impact. Sustainability

is deeply entrenched in LTF's business philosophy.

Besides integrating sustainability in business decisions,

the Company strives to positively impact society and

the environment while creating value for stakeholders,
including customers, community, and value chain partners.
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E Sustainability Performance

We started our journey towards sustainability in FY19 and we moved from making disclosures basis existing practices to
enhance disclosures and certifications and finally embarked on our journey of building an ESG conscious organisation. The

highlights of our new journey is stated below.

Building an ESG Conscious Organisation

2021-22

» Set up Board-Level ESG Committee and amongst first in
industry to map BRSR in Sustainability Report

v

» Set Carbon Neutrality and Water Neutrality targets and
corporate office shifted to renewable energy

» Conducted materiality assessment covering all
stakeholders (internal & external)

A
uI]uQ
2022-23

Included ESG as one of the core business strategy pillars

Initiated merger of entities to create one lending entity
structure to further strengthen governance

Published first Integrated Report

Undertook a host of measures and initiatives in FY23 to
further ESG commitment

o
ﬁ Environment

» Committed to achieving Carbon Neutrality by
FY35: y-0-y carbon emission mitigation plan in
place

» Reduced emissions by ~30% on an estimated
footprint

» Focused on being Water Positive in FY23 and
achieved ‘Water Positive’ status

» Moved corporate office and 6 branches to
renewable energy; a process put in place to
monitor the availability of RE across all branches

Planted over 50,000+ saplings to help mitigate
the carbon footprint

Adopted digitalisation of products and processes
through PLANET app

Achieved 4x increase in EV Financing in FY23
compared to FY22. Thus, financing environment
friendly Two-Wheeler alternatives
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» Facilitated better quality of life and higher

income earning ability for customers through
Rural Group Loans & Micro Finance,
Two-Wheeler Finance, Farm Equipment Finance
and SME Finance

Promoted equitable development with 51.5% of
the Company’s Rural loan book being from
low-income states

Provided finance in 40+ aspirational districts of
India (identified by the Government of India)

Raised a total of ¥ 585 Cr of Sustainability
focused loan as on March 31, 2023, ¥ 225 Cr
Sustainability Linked Loan and % 360 Cr social-
linked loan

Imparted ESG training to employees
(24,975 hours) as on March 31, 2023

Empowered 1,370 Digital Sakhis and 11,600
Women entrepreneurs through CSR initiatives

Impacted 30 lakhs+ lives through CSR initiatives

During FY23, women representation in Group
Executive Committee was 27%

Encouraged the hiring of women and PWD
(Persons with Disabilities) by undertaking various
initiatives

Conducted Internal Audit for the ESG function

Adopted 22 sustainability targets in FY23 with a
tracking mechanism in place

Rolled out an assessment for a few value chain
partners

100% of the Board Members trained on ESG
& Information Security

Risk framework updated to include, inter alia,
enhanced ESG risks

Review of ESG practices by Board-level committee
Adopted ESG-linked KPIs for senior management

Institutionalised processes and controls to
strengthen the ESG framework

Strengthened BCP controls by building travel
guidelines for leadership team

Established practise of empanelment of new
vendors subject to affirmation of Third-Party Code
of Conduct

Regular newsletters to Board including highlights
on ESG initiatives

Initiated Risk Based Internal Audit (RBIA) policy
awareness program for various business functions

Initiated merger of entities to create a single
lending entity to enhance governance structure

Progress of CSR projects monitored through
automated tool
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Sustainability and ESG-focused Policies

Sustainability and ESG have always been an integral part of LTF, paving the path for its endeavour to contribute to an
inclusive future. Your Company’s sustainability and ESG initiatives seamlessly blend into its business models. Your Company
has ensured that basic principle of utilisation of various forms of capital, like Financial, Intellectual, Human, Social and
Natural, are reflected in the policies and frameworks adopted.

@B ESG Policy

This Policy was developed to act as a guiding framework
to incorporate Environmental, Social and Governance
considerations into operations and business, mitigate
material impacts and risks thereof, serving as a guiding
document for the activities undertaken by LTF.

@ Health and Safety Policy

By building on the essential aspects of the previous
Environment, Health and Safety Policy, your Company
has created a robust Health and Safety Policy.

The primary objective of this Policy is to enhance

the health and safety performance of LTF and its
employees continually. It also outlines the necessary
measures and guidelines required to achieve this
objective, emphasising the importance of a proactive
approach to safety management.
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LTF is committed to creating and upholding an inclusive
and diverse working environment that provides equal
opportunity for employees to perform and evolve. Your
Company values each employee’s skills, experiences, and
unigue perspectives and maintains a corporate culture
that is equitable, non-discriminatory, and respectful to all
stakeholders. This policy demonstrates LTF's commitment
to promoting diversity, inclusion, and equity in the
workplace and across its value chain.

LTF acknowledges its responsibility to uphold the human
rights of all stakeholders, in accordance with the UN
Guiding Principles for Business and Human Rights. The
Company has committed to respecting human rights,
outlined in its Human Rights Policy. This Policy serves as a
framework for ensuring the protection of human rights,
which LTF views as an integral component of responsible
business practice.

LTF's Data Privacy Policy outlines the Reasonable Security
Practices and Procedures implemented for the sharing,
use, and disclosure of personal information provided

by customers to your Company, whether in person

or through digital platforms and/or any information
pertaining to the Company.

Your Company has recently successfully obtained
ISO 20000:2018 Certification on Information technology-
Service Management System.

LTF is committed to minimising its environmental impact
and promoting sustainable business practices. This

policy acts as a guiding document to foster safe and
environmentally friendly business practices, promote
environmental sustainability and ensure compliance with
statutory requirements. The Policy also promotes a culture
of environmental stewardship among all stakeholders,
including employees, customers, and suppliers.

All the above-mentioned policies are available on the
Company’s website and are accessible to the public at
www.Itfs.com
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OUR APPROACH TO VALUE CREATION

@i’@ Environment Stewardship

LTF is strongly committed to promoting environment
friendly practices through its business and operations.

E Sustainability Performance

water replenishment by repairing water harvesting
structures and building the capacities of Water User

>

In order to promote sustainable transportation,

the Company has been funding Two-Wheeler EVs
under its Two-Wheeler Financing Business. India’s
commitment to the EV30@30 initiative to reach a
30% EV sales share by 2030 presents an opportunity
to be leveraged, and we financed our first-ever EV
under the Two-Wheeler Business in February 2021.
In FY23, LTF financed 23,539 Two-Wheeler EVs,
achieving 4x increase in EV financing as compared
to FY22. The Company will continue the endeavour
to finance sustainable mobility options and has
committed to achieve 2x increase in EV financing by
Fy24.

LTF has been focusing on retailisation and is
honouring its past financial commitments in the
wholesale business to bridge India‘s funding gap for
climate action. During FY23, your Company avoided
28.92 lakhs+ tCO2e emissions.

In FY22, LTF announced its commitment to become
Carbon Neutral by FY35 and has already made
significant progress in this direction. The Company
has accelerated its decarbonisation strategy through
various focused efforts. In order to reduce its carbon
footprint, LTF assessed and implemented energy-
efficient measures and shifted to green energy in

6 additional branches in FY23 (corporate office
moved to green energy in FY22). The Company has
been planting saplings to create carbon sinks and
sequester carbon.

After achieving its commitment of becoming

Water Neutral by FY22, LTF set a target to become
‘Water Positive’ in FY23 and remain water positive
every year. LTF has achieved the "Water Positive’
status in FY23 and will continue to achieve

greater efficiency in water consumption through
technological and behavioural change interventions.
The Company will continue to focus on maximising

Groups.

»  During the reporting period, LTF aggressively
pursued a low-carbon route in operations through
digitalisation. The PLANET app, a customer servicing
application, has helped the Company reduce
customer travel to branch emissions, employee travel
emissions and paper usage.

- ( ~\
' -
- "J/ ’

i A

/AN Promoting Rural Livelihood and
/\ K
FrAY Development

LTF extended its reach to underserved markets as part

of its product portfolio. The Government of India has
continuously been promoting rural livelihood and
equitable development. As a responsible corporate citizen,
LTF has been committed to these national priorities

and believes that access to credit can play a key role in
achieving them.

»  Through the Rural Group Loan & Micro Finance,
your Company has been supporting women
entrepreneurship and livelihood enhancement in
rural India to make them financially self-reliant and
bring them into the mainstream economy. Thus
contributing to the SDG 5 of achieving gender
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equality and women empowerment. In FY23, LTF
scaled up the number of active women customers
from 53.22 lakhs in FY22 to 60.09 lakhs+. Your
Company also achieved 51.5% contribution of loan
book towards rural livelihood financing through
various targeted measures.

»  Asthe women customers scale up their micro-
enterprises, they need additional capital. LTF
supported these customers through repeat loans.
Such repeat loans bolster the income-generating
ability of the women. Given the importance of this
additional support, LTF maintained the proportion of
women taking repeat Rural Group Loans and Micro
Finance loans at 45% in FY23.

»  LTF prioritises lending to the underserved and =
underprivileged sections of society and has continued > LTF’s Two-Wheeler Finance aids SDG 8 of promoting
providing finance to rural belts and New to Credit sustained, inclusive, and sustainable economic
customers (NTC). growth, full and productive employment, and decent

work for all by supporting the need for enhanced
mobility, which in turn leads to improved productivity
and sustainable livelihoods. Many customers also use
the Two-Wheelers to secure jobs as a delivery person.
By catering to the needs of underserved markets,

LTF demonstrates its endeavour toward meeting the
‘Social” criteria within the ambit of ESG.

» In order to promote equitable development,
the Company focused on channelising credit to
customers from low-income states. In FY23, 51.5%
contribution of rural loan book was from low-
income states. The Company targets to maintain the
contribution at the same level in FY24.

»  The Farmer Finance products like Tractors and Farm
Equipment Finance support the needs of the rural
farmers. The business aids agriculture and farmers’

livelihood, contributing to SDG 1 & 2 of ending
poverty and achieving food security. As part of the social parameter, LTF prioritises investing

in stakeholder relationships through transparency, and
ethical and equitable initiatives. It considers community
well-being an essential aspect of building the right
environment for the betterment of lives and creating
sustainable livelihoods. During FY23, LTF supported

11.78 lakhs+ community members through CSR
interventions. The Company encourages its employees
and equips them with the required skills to be a part

of volunteering initiatives. This way it instils a sense

of responsibility that the employees have not just
towards their work but also towards society. Employee
volunteering consists of both virtual and physical sessions.
LTF engages with external stakeholders, obtains their
feedback and takes the necessary steps to manage
stakeholder needs. In FY23, LTF provided ESG training to
50% of its NGO partners. 97% of employees were trained
on ESG, contributing to 24,975 training hours.

@ Creating Social Impact

Integrated Annual Report 2022-23



g Sustainability Performance

Leveraging Sustainable Finance

Sustainable Finance has seen significant growth globally in
recent years. In FY23, the Company secured Sustainability
focused loans of ¥ 585 Cr. The Company plans to maintain
and leverage its sustainability performance and secure
additional ¥ 500 Cr in FY24 through sustainability focused
and/or priority sector lending.

-_—a :
E/’ Strengthening Transparency through Disclosures

While adhering to regulatory and compliance requirements in ESG, LTF makes dedicated efforts to foster an ‘ESG-conscious’
culture within the organisation. As one of the industry’s early movers on ESG initiatives, LTF continues to maintain a
competitive edge amongst its peers. LTF's ESG journey began in FY19 when it carried out its first materiality assessment to
identify and prioritise ESG issues pertinent to it and its stakeholders. To assess its sustainability readiness, LTF undertook a
gap assessment exercise and also institutionalised a Sustainability Task Force. LTF disclosed its ESG performance in its first
Sustainability Report in FY19. In FY21, the Company set targets to track and monitor its ESG performance. It released its first
Integrated Report in FY22 and has been raising its own standards on disclosures since. LTF released its first Integrated Annual
Report for FY23.

/—~ Commitment to achieve Carbon and Water Neutrality ~—\
Carbon Neutral by FY35 Already Water Neutral in FY22

(f\ Adopt energy conservation and effciency
measures

Engage in water conservation and
effciency initiatives

£ 1= Use Renewable Energy solutions
’ﬁ‘ E  in operations

®,@ Achieve Carbon Sequestration through Support efforts for water replenishment in
7 =2 initiatives such as tree plantations (== drought-prone areas

<)

in operations

[}
% Follow ‘Reuse and Recycle’ for water

LTF has adopted aggressive ESG targets around carbon and water neutrality and has taken measures to actively reduce its
environmental footprint. One such measure has been the 100% adoption of RE-based power in its corporate headquarters.
Additionally, the Company has established a practice of identifying states which provide access to renewable energy and

th to such energy, if found feasible. J
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@9 LTF's Vision and Priorities in ESG

As part of its ESG strategy, your Company focuses Furthermore, LTF has established systems and processes
on setting ESG targets, deploying a robust ESG to support its ESG strategy. In addition to developing
implementation framework, integrating environmental ESG-specific risk assessment tools and risk appetite

and social risks, and becoming a signatory to globally statements, LTF also conducts training for employees and
recognized ESG standards and frameworks. Within senior management to create ESG awareness. There are
the ambit of social and governance parameters, your dashboards to monitor and track LTF's ESG performance
Company has implemented tangible initiatives. These across its business units and operations.

include setting ESG-linked KRAs for senior executives,
implementing the Diversity, Inclusion and Equity
Programme, fostering employee and customer satisfaction
and implementing robust mechanisms for ensuring ESG
compliance

Our ESG Vision

6@ To be an environmentally and socially

responsible financial institution built on
the foundation of ‘Assurance’, focused
on generating sustainable long-term
value for all our stakeholders

Our ESG Goals

) Ensure profitability with ethical,
{anSoh environmental and social responsbility

Integrate ESG practices into LTF's
business, operations and value chain

I
Achieve ‘Best-in-Class’ ESG Ratings
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D._@El Way Forward for Maintaining a Competitive Edge

LTF is committed to conducting business in a transparent and principled manner with a high level of accountability to

its stakeholders including shareholders. Your Company understands that creating long-term value for its customers,
investors and communities is instrumental in achieving the goals and objectives that it has set for itself. LTF believes in
leveraging existing opportunities and takes up the responsibility of enabling its stakeholders to achieve more. It prioritises
financial and non-financial parameters through systems and processes implemented across the organisation. These
systems and processes are developed after careful consideration of the impact of LTF's business as it evolves. There is
Board-level oversight across strategic, environmental and social aspects. LTF is committed to integrating sustainability into
its business operations. For this, the Company focuses on reducing its environmental footprint by optimising its internal
processes.

Steps towards Way Forward

u[ll]”&

(—¢

Shift from Sustainable
‘product-focused’ growth in profits
to and long-term
‘customer-focused’ business success

o
\@/

Creating Robust Risk Sustainable
Fintech@Scale Management performance
framework though ESG
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Your Company has adopted a balanced approach for
future growth to simultaneously drive financial and
non-financial performance. In line with the Lakshya 2026
goal, LTF strives to emerge as a leading digitally enabled
retail finance company by gradually moving from a
‘product-focused’ approach to a ‘customer-focused’
approach. Key focus areas are sustained growth in profit,
strong risk management, creating Fintech@Scale, and
long-term performance through ESG. The Lakshya goal
is centred around retailisation, retail growth, ensuring
asset quality, and Return on Asset.

Customer Centricity

While keeping the customer at the centre of all decisions
and initiatives for sustained long-term growth, LTF has
identified key growth vectors vital for achieving this.

In addition to launching new and innovative products,
increasing its pan India footprint, increasing customer
base through use of digital and cross-selling to existing
and credible customers are some of the other ways by
which LTF is committed to driving growth in the

long run.

Product Excellence

Product excellence is yet another area that LTF continues
to focus on. Your Company ensures this by maintaining
market leadership, establishing strong OEM relationships,
employing data analytics, fostering a strong leadership
culture within the organisation, and offering 'best-in-class’
asset quality. LTF will strive to maintain market leadership
in its flagship products of Farm, Two-Wheeler and Rural
Group Loans & Micro Finance. For its Consumer Loans,
SME and Housing Business, LTF is building its capacities
and implementing necessary strategies to establish a
strong ‘Right to Win'.

Use of Digital for Enhanced Customer Value
Proposition

Furthermore, your Company has been leveraging digital
means to reach out to its customers and easing the
process of extending credit. It employs digital as an
important monetisation lever for building customer value
proposition. Not only is LTF leveraging digital means to
expand its network and using analytics extensively to reach
preferred dealers and OEMs, going forward LTF intends
to launch new products as part of its Retail Finance. LTF
will leverage customised digital capabilities with the India
stack to deliver best-in-class TAT such as Rural Individual
Loans and Warehouse Receipt Finance as part of Rural
Finance. As part of retail finance, LTF is leveraging its
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strength in dealership network and underwriting and rural
franchise. Going forward, your Company shall focus on
building its strength in urban franchises, establishing direct
autonomous connections with its customers, establishing
digital channels and strengthening cross-sell and up-sell
for monetising customer database. LTF aims to deliver a
best-in-class customer value proposition.

Mitigating Potential Risks

LTF has established a robust risk management
framework to deepen its capabilities and ensure agility.
Your Company periodically revisits its risk management
framework to introduce and enhance systems for
adapting to dynamic external and internal factors and
mitigating possible risks. Not only has LTF defined its
risk appetite and set risk limits to adapt to changes in
market conditions and the regulatory environment,
there are risk dashboards, Early Warning Signals

(EWS), in addition to a resilient system of liquidity

risk management. All the initiatives taken by LTF for
building a strong enterprise-wide risk management
system aim at future-proofing the Company from
varied risks such as regulatory, cybersecurity, and
market risks, to name a few. Additionally, for effective
portfolio management, LTF has deployed enhanced and
real-time data analytics for risk detection, analytics-
based multi-layer controls for minimising operational
risk and EWS based on data, customer behaviour and
market triggers, to name a few.

g Sustainability Performance

Fintech@Scale

For creating Fintech@Scale, your Company focuses on
data monetisation and digital channel expansion. Data
monetisation aims to build the ability to manage risks
during the customer lifecycle. It identifies customer
needs by considering factors such as propensity to

buy and life-stage-based need identification. Data
monetisation enables the Company to deepen its
customer identification, underwriting and collection
capabilities. As part of digital channel expansion, LTF
relies on assisted channels and autonomous channels.
While the former comprises a point of purchase, call
centres, field agents, and third-party partners, the latter
includes SHO portal, chatbot, Whatsapp and mobile
apps. LTF's PLANET app is an ideal example of how

the Company is widening its customer reach digitally
and simultaneously providing personalised offerings

for every customer. The app employs machine learning
applications to identify good and delinquent customers,
and accordingly, product offerings are made to

target customers.
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RISKS AND OPPORTUNITIES

LTF is cognizant of the vital role that a robust risk management practice plays in the growth and success of an organisation.
LTF assesses risks and opportunities through established processes and controls, facilitating the effective monitoring of risks
and providing a holistic view at an organisational level. Your Company has established a comprehensive risk management
framework divided into multiple areas, including ESG risks.

Your Company focuses on strengthening of risks guardrails and underwriting capabilities through new-age portfolio
management tools by following:

P Risk detection with enhanced & real time data analytics
P Next gen score cards & risk monitoring dashboards

P Hyper personalization of risk profiles

P Geo-agnostic underwriting capability

P Analytics-based multi layer controls

» Early Warning Signals (EWS)

Your Company’s dedicated efforts in developing a robust risk management mechanism have helped it reaffirm its ‘AAA’
rating by CRISIL, ICRA, CARE and India Ratings.
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Risk Governance ;(s)z(:césof:pr::; arising from the business and operations of
Over the past few years, LTF has established its LTF has instituted transparent policies, processes, and
operations pan India and has a diversified business controls to monitor risks and opportunities effectively.
portfolio. A robust risk management process is a key Your Company has built a sound and holistic Risk
foundation of this growth and diversification. Your Management Framework which encompasses risk appetite
Company has put in place a detailed risk governance statements, risk limits, and multiple categories of risks,
framework to oversee and implement the processes including ESG risks which are becoming increasingly
throughout the organisation. The Board, through its important. The Risk Management Policy of your Company,
sub-committees, sets the overall risk management approved by the RMC and the Board, provides guidance
philosophy and risk appetite for your Company. Specific on identifying, monitoring and mitigating risks across
committees of the Board have been constituted to businesses, processes and procedures. At every quarterly
facilitate focused oversight of various risks. The Credit RMC meetings, comprising Independent Directors (ID),
Committee, Risk Management Committee (RMC) and detailed discussions are held on portfolios, the risk they are
Asset Liability Management Committee review various exposed to and their mitigants.

Risk Management Process

LTF has instituted an evolving risk management mechanism that provides a detailed overview of the risks
and the mitigating actions to be adopted for managing the risks. This risk management process involves

the following steps:

W Q>W Prioritisation

» Enterprise Risk Management Framework for understanding and
identifying various types of risks and risk events across all businesses,
processes and procedures to manage risk within acceptable levels

Identification

» Developing systems, procedures and guidelines to facilitate prudent
lending and acquisition of quality assets and seize new business
opportunities

The Risk Management

olicies an i . .
P d practices » Supporting business model developed in conformity with the

at LT_F play_a I_(ey organisational strength/RBI's policies and guidelines and in-tune with
role in achieving the market dynamics

following: » Monitoring and mitigating Operational Risks faced by the organisation
by reducing operational contingencies and losses
Putting in place a Risk Appetite Statement and Risk Mitigation Strategy

Having an effective framework to manage new emerging risks like Fraud
Risk, Cyber Risk and Model Risk

J
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The overall risk management framework includes risk appetite statements, risk limit framework, periodic reviews and Early
Warning Signals (EWS). LTF also has clearly defined risk appetite statements and set risk limits for the identified risks. The

risk appetite statements and the risk limits are broken down into sector/group/individual limits. The risk limits cascade the

risk appetite statement to business lines, specific risk categories and concentrations. The RMC approves risk limits which are
reviewed periodically. The risk appetite is well within the set concentration limits. This ensures that planned business activities
provide an optimised balance of return for the risk assumed within the targeted risk appetite. There is regular monitoring

of risk exposures against risk appetites and key risk indicators against operating and financial risk limits and tolerances. The
effectiveness of controls in place, to manage operational risks, including compliance with the regulatory guidelines and
internally defined standards, are continuously monitored.

The risk appetite framework has been updated to align with the Lakshya 2026 goals, reflecting a revised approach to risk
management. The updated risk appetite statements now encompass franchise, environmental, and reputation risks and
credit risk-related aspects. Furthermore, limits have been cascaded into risk and management limits for each retail product,
ensuring a comprehensive risk management approach across all aspects of the business.

LTF also carries out periodic liquidity and interest rate stress testing as a part of the Risk Management Framework. This
considers several stress scenarios to establish responses to the dynamic market conditions pertaining to liquidity and interest
rate changes.

Broad Risk Framework

1) Default Risk 1) Interest rate 1) Process 1) Legal
2) Concentration Risk 2) Liquidity 2) People 2) Regulatory
i) Client 3) Maturity Mismatch 3) Information Tech 3) Reputational
i) Industry 4) Currency/Forex 4) OQutsourcing 4) Strategic
iii) Geography 5) Political
AT

Af i
‘1;, ESG Risks

Your Company has identified risks in each business vertical and established robust systems for mitigating these risks.

Your Company’s rural portfolio is also exposed to significant social and environmental risks. Your Company has conducted
a detailed analysis of various geographies considering various parameters such as rainfall deviation, reservoir storage, kharif
and rabi sowing, and existing irrigation cover, amongst others, to mitigate the impact of these risks.

LTF conducts periodic portfolio reviews of its infrastructure business to assess the risks. These risks include those related to
climate and weather events such as wind patterns, floods, and landslides.

Identifying and managing these risks rests with the RMC. These risks include credit, market, operational, sectoral,
sustainability (ESG-related risks), information, and cyber security risks, among others.
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CREDIT Potential for financial loss » Periodic portfolio review, regular account

RISK arising from failure of borrower monitoring for EWS in the retail portfolio
or counterparty to honour > Periodically reviewing large exposures, including
its financial or contractual rating the exposures as per internal policies
obligations

OPERATIONAL RISK Risk of direct or indirect loss » Periodically reviewing and updating Standard
resulting from inadequate or Operating Procedures
failed internal processes, people . Reviewing the functioning of various functions
and systems, or external events. and branches by the Internal Audit Department
[t may also include internal or » Establishing a Risk Control Unit to review whether
external fraud and damage of o . ) . . .

. due diligence is required while conducting retail
physical assets due to natural . o . .
. . - business in line with business standards
disasters, terrorist activity, and . . . o
fire, among others » Using Ihforma’uon secur|ty Manual for efficiently
managing system risk
» Putting in place appropriate insurance mechanism
to safeguard risks from physical events

MARKET RISK Risk to the Company’s earnings » Managing Interest Rate Risk, Liquidity Risk
and capital due to changes in and Exchange Rate Risk under the guidance
the market level of interest rates of the Asset Liability Management Committee
or prices of securities, foreign (ALCO) as per the Board approved Asset Liability
exchange, and equities, as well as Management Policy
the volatilities of those changes

LEGAL RISK Risks arising from matters » Obtaining regular inputs by LTF’s legal team on
concerning laws and contracts various contracts along with providing the list
entered into by the organisation of documents to be obtained from borrowers
with various counterparties and for different kinds of facilities and conducting
lawsuits that the organisation necessary due diligence
may have to initiate against
others

REPUTATION RISK Risks arising from damage to > Actively reviewing any negative perspectives that

an organisation’s reputation

can result in loss of revenue,
destruction of shareholders’
value and can sometimes even
threaten the very existence of an
organisation

some sections of the market/society may have

and understanding the same to take corrective
steps that may involve addressing the concerns
by changing certain practices or correcting the
wrong perspective that some may have
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STRATEGIC RISK

Risks of the current and
prospective impact on earnings
or capital arising from adverse
business decisions, improper
implementation, or lack of
responsiveness to industry
changes

» Managing the risk under the guidance of the

Board

MODEL RISK

REGULATORY RISK

CYBER RISK

Risks that can lead to incorrect
assessments of risk or value,
increasing the risk of losses for
the entity

Set up a team to institute Model Governance
Framework containing a set of policies,
procedures, documentation and controls,
designed to manage the risks associated with the
use of models in decision-making processes

Risk of legal or regulatory
sanctions, material financial loss
or loss to the reputation that

an organisation may suffer due
to its failure to comply with
laws, regulations, rules, related
self-regulatory organisation
standards, and codes of conduct
applicable to its activities

Managing and monitoring the risk by LTF’s
dedicated Compliance department. For any
change in regulatory risk, the Compliance team
informs all stakeholders about the changes to
ensure due compliance

Conducting periodic reviews and updating
policy documents and operational manuals by
respective departments to capture changes

in applicable regulations, associated laws and
experience gained over a period of time

Risk refers to the potential harm
or negative consequences that
arise from vulnerabilities and
threats in the digital realm.

It includes the possibility of
unauthorised access, damage
to networks, and data. The
consequences of cyber risks
can be wide-ranging, including
financial losses, compromised
sensitive information,
reputational damage, or
disruption of services

Conducting regular security risk assessments,
audits, and practice risk treatment

Implement robust cybersecurity technology
measures along with advance malware protection

Regular practice of security patching and
updating software and systems

Restricting access controls and user privileges

Strong data security controls along with cyber
insurance coverage

Risk Committee Credit Committee Audit Committee mm

Credit and Portfolio Risk v v
Market Risk v v
Operational Risk v v
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f'zgf\ Emerging Risks

The fast-paced and dynamic nature of the business in the world, marked by technological advancements, stricter regulations,
and shifts in geopolitical conditions, necessitates that organisations not only focus on immediate threats but also proactively
prepare for potential emerging risks. The impact of megatrends on a company's product and service offerings, finances,
operations, supply chain, and risk management framework cannot be ignored. Addressing emerging risks often involves
navigating complex solutions that require a comprehensive approach to identification and mitigation. To minimise
uncertainty and avoid unforeseen losses, LTF has implemented a pre-emptive strategy for identifying and investigating
emerging risks and has established a systematic approach to risk management.

OPERATIONAL
RISK

REGULATORY
RISK

FRAUD RISK

CYBER SECURITY
RISK

May impact revenues and the reputation of the
organisation

©

> Sustainability Performance

To strengthen the Operational Risk framework in the
view of Lakshya 2026, your Company reviews and
updates SoPs, process flows, risk control metrics,
and KPIs to ensure compliance with regulatory
requirements and build process resilience. LTF has
also developed a framework to ensure adherence to
the SoPs by employees on an ongoing basis

May result in regulatory sanctions, material financial
losses or reputational loss

LTF has a dedicated Compliance department to
manage and monitor the risk. For any change

in regulatory risk, the Compliance team also
informs all stakeholders about the changes to
ensure due compliance. Respective departments
conduct periodic reviews and updation of policy
documents and operational manuals to capture
changes in applicable regulation, associated laws
and experience gained over time. In addition to
the aforesaid, Internal Audit team also conducts an
independent review of the compliance requirements

May result in fines and penalties and reputational
damage

A wide range of measures have been implemented
to mitigate the impact of Fraud Risk by future-
proofing to new-age risks, 360-degree robust
monitoring, building a risk-aware culture and
implementing Al-based risk triggers

May cause business disruptions, along with leading to
financial losses, loss of reputation, and regulatory non-
compliance

LTF has established detailed processes to identify,
monitor, and mitigate IT security risks. LTF's digital
platform has a 3-tier security architecture with in-
built disaster recovery and multiple layers of defense
for IT networks, websites, applications, database and
user laptops/desktops, for protection from service
attacks, ransomware and malware

L&T Finance Holdings Limited
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LTF follows a stakeholder-centric approach in its business decisions and operations.
Stakeholder engagement is vital to the business success wherein understanding and
identifying stakeholders’ expectations and subsequently aligning business objectives
is crucial for LTF's growth. Your Company is cognizant of the varying needs and
expectations of its stakeholders. This is particularly observed in the organisation’s
commitment towards the Lakshya 2026 goal to make its business both customer-
centric and efficient and impactful. LTF has established a comprehensive and
dynamic roadmap through the Lakshya 2026 goal of creating long-term value for
its stakeholders and business.
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E Sustainability Performance

LTF engages with its stakeholders at regular intervals to seek constructive feedback to identify and resolve their concerns.
Moreover, your Company emphasises on economic, environmental, social, and governance topics during discussions with
its stakeholders to sensitize them to the desired outcomes for the business as envisaged by LTF. The stakeholders comprise
both individuals and organisations within and outside the Company. LTF ensures speedy redressal of all grievances and has
developed robust processes to communicate and engage with its various stakeholder groups. The various stakeholders are
mentioned below, along with their expectations and engagement channels.

STAKEHOLDER PARTNERSHIPS

Being a prominent retail NBFC, LTF engages with key stakeholders throughout the year to present its views on various critical
matters, including but not limited to the Union Budget, Economic Survey, and Monetary Policy. Moreover, your Company
actively participates in various regulatory consultations and has provided valuable inputs on the SEBI Consultation Paper on
ESG Rating Providers and other working papers.

LTF's Managing Director & CEO is part of an esteemed group of industry leaders who hold key positions in various industry
bodies, including the Federation of Indian Chambers of Commerce and Industry (FICCI) Committee on Non-Banking
Financial Companies (NBFCs). Additionally, he is also a member of the Board of the Finance Industry Development Council
(FIDC), which plays a crucial role in promoting the growth and development of the financial services industry in India. LTF's
leadership team also actively participates in the Academic Advisory Council of the Reserve Bank of India, the Lead Economist
Group of NITI Aayog, and the Editorial Advisory Board for Bank Quest Journal of the Indian Institute of Banking & Finance.

LTF's leadership team is highly committed to advancing financial inclusion through digital platforms. Throughout the year,
the team members contributed to discussions at several key summits and roundtables through their extensive industry
knowledge and expertise. Their insights and ideas have been instrumental in shaping the conversation on inclusive finance
and the role of digital platforms in enabling greater financial access for underserved communities.
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@ L&T Finance

Stakeholder

1

Expectations Engagement Channels

EMPLOYEES » Talent management » Annual performance management
» Employee engagement » Yearly reward and recognition programme
» Learning and development » Periodic interactions
» Productivity » Planned trainings
» Work-life balance » Continuous dialogues with senior
» Staff welfare and Health & Safety management
» Remuneration and employee benefits > Lakshya strategy alignment townhalls
» Recreational activities during festive season
» Regular volunteering programmes
» LTF Corporate radio podcasts on macro-
economic scenarios and other topics
» Sessions on women’s health
INVESTORS » Market outlook » Annual General Meetings (AGMs)
» Business strategy » Quarterly financial results announcements
» Operational efficiency through stock exchanges, social media,
> Long-term business performance Company website, press releases and
@ _ o conference calls
g Eigr:essis and opportunities in » Media releases and interviews
» Technology in business » Investor calls and meetings
» Investor conferences
» Credit Rating Reports
» Annual Reports and Sustainability Reports
» Company website
» Non-Deal Roadshows (NDR)
REGULATORS » Compliance with rules and regulations  » Timely filing of information and reports as
» Corporate governance framework per the regulatory requirements
» Long-term business performance » Regular communication
» Financial performance » Interaction during inspections and as &
» Prudent business practices when required
> Workforce engagement » Periodic representations directly/through

industry bodies
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Stakeholder Expectations Engagement Channels

CUSTOMERS » Best-in-class service for customers » Omnichannel approach (digital, hybrid and
» Effective customer grievance redressal human) to provide products and services
o O o mechanism » Customer grievance channels
» Maintaining customer data privacy » Regular business interactions
@ and security > Use of varied multi-media channels
» Suitability of products and service for campaigns, offers, and customer
» Transparent and fair advice awareness
Seeking ongoing customer feedback
» Periodic press releases and media
interactions
» Digital avenues like chat-bot, WhatsApp,
and self-help website
» PLANET app for customers
to manage their existing as well as
new loans
VENDORS AND » Fair contractual terms and adherence Due diligence during vendor onboarding
CSR PROJECT thereto Periodic assessments of services
:}I\::_%_IE\I“::?TING » Organisational E'SG consciousness » Communication & confirmation of Third-
» Transparent, ethical and long-term Party Code of Conduct
business relations > ESG assessment of value chain partners
> Regular exchange of technical know- |, gsq training
how
COMMUNITY » Stakeholder programmes to advocate ~ » Needs assessment, and baseline surveys
sustainable customer behaviour » Community engagement programmes
» Digital financial inclusion » Social impact assessments
» Advocacy of best practices » Capacity building workshops
»  Public policy advocacy » Monitoring and evaluation
> Disaster management » Participation in conferences/forums
» Road safety for sharing information, experience
> Integrated water resource and knowledge with other partners,
management associations, NGOs, and businesses, among
» Sustainable livelihood through tree others.
» Senior management representation on

plantation

boards of other industry bodies and
associations on discussions relating to
sustainability matters

L&T Finance Holdings Limited



@ L&T Finance
—

MATERIALITY ASSESSMENT

The Report for FY23 has been prepared in accordance with was finalised through an analysis of the existing business
the principle of materiality. LTF is aware of its internal and scenarios, regulatory environment, external factors, peer
external operating environment, and it regularly identifies review as well as global standards and frameworks.

factors that impact its performance. As a responsible
business, the Company periodically evaluates the material
issues that influence its functioning and guide the
decisions of all its stakeholders.

Various internal and external stakeholders were
consulted to conduct the materiality assessment. The
internal stakeholders consisted of employees and the
external stakeholders comprised of customers (wholesale

LTF consulted with its internal and external stakeholders businesses), vendors, investors (institutional), and CSR

to conduct the materiality assessment in FY22. The project implementing partners. During the reporting year,
executive leadership team at LTF identified and prioritised LTF reviewed its material issues and made the necessary
a list of internal and external stakeholder groups and revisions as elaborated further in this chapter.

thereafter with their consultation, a list of material topics

Identification Define

Stakeholder
Prioritisation

\_—

of Priority Stakeholder

Topics Groups

Stakeholder
Engagement V

and Materiality

Analysis of

Materialit Stakeholder
v Stakeholder

Map Engagement
Inputs

~J

As part of the process, the business leadership team at Using the stakeholder and business responses as key
LTF engaged with the identified stakeholders in each inputs, a rating methodology was adopted to prioritise
group to understand their views on ESG parameters, material topics for LTF. There have been revisions to the
thereby gaining insights for revisiting the material topics. material topics in the assessment conducted last year.
The insights were gathered through interactions with Certain topics have been modified accordingly to align
the stakeholders through various modes such as surveys, with the evolving business landscape, national and
one-on-one meetings, calls, and virtual meetings. LTF's international ESG/Business responsibility framework and
executive and business leadership team were also ESG nomenclatures.

consulted to derive inputs for understanding the impacts
of the identified ESG material issues in the business.
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IMPACT ON BUSINESS

|j Sustainability Performance

VERY HIGH

»
v

Environment

00

Social

Governance

i

N/ N/

e Climate Strategy and Risk
@ Emissions in Operations
@ Resource Efficiency

9 Occupational Health and Safety

@ Customer Relationship Management
Q Human Capital Development

@ Human Rights

@ Diversity, Inclusion and Equity

@ Local Community Development

@ Business Model Resilience
0 Return on Equity/Return to Shareholders
@ Maintenance of Credit Ratings
o Business Ethics
@ Risk and Crisis Management
e Corporate Governance
@ Policy Advocacy
@ Data Analytics for Early Warning
Signals

L&T Finance Holdings Limited

e Privacy and Data Security

@ Consumer Financial Protection
& Providing Transparent and
Fair Advice to Stakeholders

@ Financial Inclusion
@ Impact on Rural Livelihood

@ Global Economy and
Domestic Policy

9 Brand Reputation

@ Digital Innovation

o Transparency and Disclosure
e Regulatory Compliance

m Sustainable Finance
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Given below is the list of identified ESG topics material to LTF:

( |:|l/ Internal |__|7| External )

Material Topic | Explanation | Rationale for Approach to Adapt | Financial Key
Identifying the | o mitigate Implications Performance

Risk/ of the Risk or Indicators
Opportunity Opportunity

Business Ethics Adherence to Risk » Establishing internal  Risk » Number —{
pro.fessmnal Non-adherence to controls to strengthen ), Legal fines and of cases of I
eth!cs, such 3 and non-compliance the Company’s penalties lcor.rupt|on/.
anti-corruption,  \yith ethical compliance with the > Dissolution of insider trading —}

: issolution o

& ﬂ antl-mqney standards can put Code of Co.nduct as business » Coverage I
Iaundgrmg, financial institutions We” as applicable of training
taxation and at risk of legal fines, policies on business
-acc.ountmg,. penalties, damaged ) Raising awareness ethics
|n5|.der tradlr.wg, reputation, business and training to
antl-tc.ompetltt;ve disruption and internal stakeholders
practices, an erosion of trust on ethical business
intellectual :

) practices
property issues
» Institutionalising an
effective whistle-
blower and a
grievance redressal
mechanism

Corporate Corporate Risk » Implementing checks  Risk » Number of /

Governance Governance Companies that and balances 1o > Inability to raise independgnt | I
comprises six do not have have appropriate capital members in

[ﬁ pillars: Board/ effective corporate controls and oversight > Fallin the sh the Board

R all in the share
Marwlggemznt governance responsibilities orice of the > ESG-linked
\ IQua |t.y ?nB 4 practices are often . |nstituting a board stocks KRA for senior
ﬂ Sntegnty,. oar prone to fraud and and committee o cunit management
tructure., mismanagement. structure and pportunity oA »
Ownership and . . | d ppropriate
Poor corporate implementing » Improve b 4
shareholder board effectiveness access to numberan
Rights: governance o line with capital structure of
S ractices weaken measures in line wi .
Remuneration:; P , committees
. the Company’s stakeholders’ long- > Stronger
Audit and . ; Robust
o ability to term interests customer base
Financial L . controls and
Reporting; and capitalise business
' opportunities processes
Stakeholder PP N
thereby resulting in
Governance

financial losses

This may further
lead to a loss

of shareholder
confidence and trust
as well as increased
Government
oversight
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o Sustainability Performance

Material Topic | Explanation | Rationale for Approach to Adapt | Financial Key
Identifying the | o Mitigate Implications Performance

Risk/ of the Risk or Indicators
Opportunity Opportunity

Opportunity

Strong corporate
governance will
result in increased
stakeholder
confidence and
trust, higher ESG
ratings, and stronger
brand equity

Regulatory Company’s Risk » Creating a strong Risk > Penalties and —{
Compliance adherence to Violations of ethical organisational ), Fines and fines paid _I
Iavys, rlegulations, regulatory culture with a focus penalties > Notices
gmdfellme.s, and  compliance often on transparency and received from _}
specifications result in legal compliance Opportunity regulatory _I
lrelevaht to punishment, » Regularly carrying » Government bodies
its business including fines and out risk assessments subsidies and
processes exclusion to identify areas of concessions
Opportunity potential exposure to
Legal and regulatory c.ompliance-related
compliance risks
enhances
organisational
credibility and
potential access
to Government
subsidies and
concessions
Transparency  Transparency, Opportunity » Instituting a strong Opportunity »  Third-party —{
And Disclosure independence, Transparency and communication >  Access to assurance _I
and effectiveness yisclosure help culture with both Capital of publicly
of the audit build stakeholder internal and external disclosed _}
and reporting trust, gain investor stakeholders data/ |
(fingncial, confidence, and » Establishing periodic information
enwronmental, long-term business reporting in line
and s.ooal) success with national and
practices international
frameworks/standards
Brand Maintenance of ~ Opportunity » Developing strong Opportunity » Increase in {
Reputation a positive brand  Ths leads to an systems/guidelines for | creased customer base D
reputation increase in customer conflict management revenueand  p Level of

confidence in the centric’ approach satisfaction
market, and helps

better positioning

@ loyalty, builds » Adopting a ‘customer- market share customer

Factoring customer
feedback in decision
making

L&T Finance Holdings Limited
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Financial

Rationale for

Material Topic | Explanation Approach to Adapt Key

Identifying the

Risk/
Opportunity

or Mitigate

Implications
of the Risk or
Opportunity

Performance
Indicators

Climate Strategy to Risk » Engaging with value  Risk » Financed —{
Strategy And rT“'“Qa'(e c||ma.te Loss of physical lchainl partners to > Loss of physical emi;sions I
Risk risks by reduding infrastructure arising identify and manage infrastructure avoided
operational i climate-related risks i _}
~ asd e from climate change Opportunity b  Emission
gl i impacts » Installing ) reduction —I
portfolio’s carbon o cunit energy-efficient » Increase in ‘
footprint pportunity . revenue from Energy savings
Design new infrastructure, q
e new pro ucts » Scope 3-
roducts and minimising resource :
P . wastage and financed
finance solutions : emissions
that address climate- procuring renewable
related impacts energy to meet > Total scope
energy demands 3 financed
emission
intensity
Return On Financial Opportunity » Adopting ‘customer- ~ Opportunity » Return on {
Equity/ performance ROE is a reflection centric’ approachto ), Access to Equity | I
Return To measurement of a company’s enhance revenue capital
calculated by ol ) .
Shareholders dvidin net profut;buhty, > Increasing operational ,  |ncrease in the
( gne financial health, and efficiency share price of
income by business resilience. . tock
shareholders' A strong ROE Explorlng.nlew market stocks
? ) equity helps a business opportunities
attract investors, » Higher Corporate
gain greater access Governance
to capital and
create value for
stakeholders.
Privacy And Data governance Risk » Implementing sound  Risk » Cyber-security —{
Data Security 'practic.es, Lack of adequate information sectlJrlity > Legal fees incident I
including how and transparent systems and polllc.les in case of » Breaches of -
the Company data security and to manage sensitive customer customer }
@ collects, uses(,j privacy systems customer data lawsuits privacy _I
manages, an i .
rocts dat can Ieadl to dire > Training employees on ), Regulatory fine »  Percentage
protects data. economic and the pri l d
) e privacy policy an and penalty of emplovees
The issue focuses tational . . . ploy!
reputationa information security who received
on measures losses for financial rocedures regardin Loss of -
taken to ensure  inctituti procedures regarding t training on
e safe and institutions and a the appropriate customers information
the sate an loss of customer access, use, and » Monetary d dat
secure use and/ fid ) . anad data
- contigence disclosure of personal loss in case security
or maintenance data of ransom
of customers’ demands

personally
identifiable data
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Material Topic

Occupational
Health And
Safety (OHS)

Consumer
Financial
Protection

Providing
Transparent
And Fair
Advice To
Stakeholders

Explanation

Rationale for
Identifying the

Risk/
Opportunity

Approach to Adapt
or Mitigate

©

o Sustainability Performance

Financial
Implications
of the Risk or
Opportunity

Key
Performance
Indicators

Providing a work  Opportunity » Introducing employee Opportunity » Employee {
environment that Adopting health well-being measures, | gwer talent well-being | I
promotes better 404 well-being including flexible acquisition measures
health and well- - measures can lead working patterns and costs Absentee rate
being (mental to improvement healthcare support
; . Injury rate
a?d phT/smaI) in employee » Conducting health
ot employees productivity. This and safety workshops N“m?e_'
results in better i the long term of training
productivity and  may ead to lower sessions
boosts employee  ompiovee attrition. conducted on
morale OHS
This relates Risk » Installing procedures  Risk » Customer —{
to product Potential and programmes to ), | 5es of repeat satisfaction I
stewardship and  epytational and provide adequate, customers » Number
transparency ; clear, and transparent _}
regglatory ks information about > Legal fees of repeat I
arising from . in case of customers
unethical lending products and services
i ' customer » Number of
practices or mis- : . .
e . lawsuits financial
selling financial .
literacy
products to
awareness
consumers. .
sessions
conducted
» Conducting employee » Number
training on financial of training
protection as well as sessions
sensitising them on conducted
the consequences for employees
of mis-selling to sensitize
financial products to them on the
consumers consequences
of mis-selling

» Percentage

of customer-
facing
employees
trained on
fair selling
practices
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Financial
Implications

Rationale for
Identifying the

Material Topic | Explanation Approach to Adapt Key

or Mitigate Performance

Sustainable
Finance

Maintenance
Of Credit
Ratings

2,

Data Analytics
For Early
Warning
Signals (EWS)

Customer
Relationship
Management

/ad

Sustainable

finance refers
to the process
of taking ESG
considerations

Risk/
Opportunity

Opportunity >

The opportunity to
offer new financial
instruments allows
financial institutions

Integrating ESG
aspects and related
policies in the credit/
lending decisions
across business

of the Risk or
Opportunity

Opportunity

> Access to
patient capital

> Increase in
revenue from

Indicators

» Total RE
capacity
financed

» Number of
EVs financed

4

e accot to develop new verticals new financial ~ »  Sustainabilit
when making revenue streams and . Designing y
investment and ; products focused loans
> < build trust amongst sustainability themed secured
lending decisions - stakeholders. financial products
in the financial .
. Enable alignment
sector, leadingto ..
with impact
more long-term .
: investors and secure
value creation .
low-cost patient
capital
Credit ratings Opportunity » Establishing a strong ~ Opportunity » Maintenance

reflect rating
agencies'
opinions on

the Company’s
financial
strength,
operating
performance and
strategic position

Strong credit ratings
repose investor
confidence in the
financial strength of
the Company

financial track record
and ensuring sound
financial health

» Increase in
stock prices

> Access to
capital

of highest
credit ratings
received from
third-party
credit rating
agencies

[4

Identifying
potentially weak
credit with a high
emphasis on
maintaining Zero
DPD (Days Past
Due)

Opportunity >

This helps improve
collection efficiency
(CE) and ensure
fewer NPAs in the
credit portfolio

Adopting analytics-
driven monitoring
systems to identify

weak accounts before

they turn into NPAs

Opportunity
> Fewer NPAs

> Fewer NPAs

Managing
customers, sales
and distribution
channels,
customer
satisfaction,
and customer
protection

Risk >
Failure to provide
services that

satisfy customer >
expectations may

result in lengthy

and costly litigation,
diminished trust

with clients, and

lower sales as a

result

Understanding

customer expectations » Lower revenue

and needs

Providing transparent

information and fair
advice to customers

related to the product

Risk

» Costly litigation

fee

» Percentage
of repeat
customers

RLN
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Material Topic

Explanation

Rationale for
Identifying the

Risk/
Opportunity

Approach to Adapt
or Mitigate

©

o Sustainability Performance

Financial
Implications
of the Risk or
Opportunity

Key
Performance
Indicators

Risk And Crisis
Management

Business
Model
Resilience

&

Human Capital
Development

%

Identification, Opportunity » Promoting Company- Opportunity » Training {
analysis, Effective risk and wide effective risk » Increased hours on risk | I
acceptance, crisis management is culture revenue management
a?d mltllgtatlon vital for Company’s  p  Establishing structural > Access 1o > Ability to
ot reguiatory, long-term financial independence of capital mitigate risk
economic, health o p
, organisation's risk
environmental )
i A function
(including
climate), and » Conducting risk-
social risks specific education
and training for the
Board of Directors
and employees to
ensure that they are
aware of the latest
risk management
practices and are
equipped to assess
and mitigate risks
Creating and Risk » Implementing Risk » CRAR —{
delllve:clng | Inability to absorb sound E|SG pc&licies, » Financial losses » ROE I
value for a losses owing protocols, an .
stakeholders to unforeseen processes to builda ~ » Depletion of > PAT _}
without contingencies and sustainable business reserves I
depleting sudden external model that can
the natural, shocks can lead to weather disturbances
economic, dire consequences
and social to the viability of the
capital is key business
to developing
a sustainable
business model
Developing Opportunity > Investing in training, ~ Opportunity » Percentage {
human capital to  4yman Capital upski'lli.ng and » Lower talent of employees | I
make sure that  peyelopment re-skilling the acquisition whq .
erployees have  anables LTF to workforce costs received §k|II
t e necessary maintain its » Conducting regular > Lower upgrgdahon
skill set needed titi trainings
competitive performance and operational
to perform well 5 qyant d P
advantage an career development costs due > Average
and execute the  ongyres that the i ideri
) u reviews considering to improved number of
business strategy Company has the p L
pany employee productivity training hours
appropriate skill expectations and per employee
set to execute the aspirations > Employee
business strategy. lunteer
These actions attract volunteenng
and retain talent, » Employee
motivate employees, turnover rate
improve Well-beir-\g., » Number
enhance productivity of benefits
gnd foslter business offered to
innovation employees
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Financial

Rationale for

Material Topic | Explanation Approach to Adapt Key

Impact
On Rural
Livelihood

\.
A\

Human Rights

Focus to boost
economic growth
amongst rural

Identifying the

Risk/
Opportunity
Opportunity

Enable last-mile
financial access,

or Mitigate

» Increasing rural

finance portfolio

» Conducting financial

Implications
of the Risk or
Opportunity

Opportunity >

» Increase in
market share

Performance
Indicators

Percentage
of customers
from low-

NE

communities increase customer literacy sessions for from rural income states
thro%’gh th? base, and respond rural and marginalised business > Number of
provision ot to the growing sections of society rural women
last-mile .Cred't number of socially receiving
through its conscious investors loans
products
Focusing on the  Risk » Ensuring compliance  Risk » Percentage —{
management Non-adherence with international > Regulatory of employees I
of fundamental {5 human rights and domestic human fines and who received
human rights principles may lead rights standards across penalties training on —}
throughout the o reputational the value chain human rights I
Company and its » Reduced access
: damage and » Conducting human to capital » Number of
value chain and Iti . L P .
; . penaities rights trainings for from sociall value chain
compliance with . kehold Y
Al appHcable 0pportun|ty stakeholders conscious partners
Adherence to investors covered by
local laws ¢ Third-Party
pertaining to hgman Tlg.htS » Reduced Code of
human rights. YV'” result in an costs relating Conduct
This includesa  improved ability to to talent
commitment o attract and retain acquisition

the prohibition
of child labour,
protection of
indigenous
rights,
prohibition

of forced and
compulsory
labour, equal
remuneration for
men and women
and freedom of
association

talent and stronger
brand equity

Opportunity

» Improved
access to
capital
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Material Topic | Explanation | Rationale for Approach to Adapt | Financial Key
Identifying the [ o mitigate Implications Performance

Risk/ of the Risk or Indicators
Opportunity Opportunity

Financial Ensuring the Opportunity » Expanding Opportunity > Percentage _/
Inclusion availability of Opportunities financial services to ), | crease in of New to _I
finance to a for growth and underserved markets, revenue Credit (NTC)
— population strengthening including small customers _}
_ / that does not market positioning business lending » Number of —I
=\anl have access in underserved » Developing innovative community
—J) to.fmalnces ,to markets and distribution channels members
drive financial customer and leveraging digital trained
|nc|u5|9n segments (e.g., tools to drive the last in digital
It gnt;uls rural areas, small mile financial access financial
bringing the businesses, women literacy by
unbanked and  entrepreneurs, etc) Digital Sakhis
underbanked
population
into the formal
economy
through financial
solutions and
community
development
initiatives
Diversity, Promoting Opportunity » Developing and Opportunity > Percentage {
Inclusion And  diversity, Ensuring diversity regularly updating the Improvement of women D
Equity inclusion and can enhance diversity and inclusion in net profits, in Senior
equity in the organisational policy and programme operational Management
(5 Company and  performance » Creating awareness efficiency, and Positions
= providing fair because it brings amongst the internal productivity > Percentage
S and equal _ together people stakeholders about as a result of women
@% remuneration with varying views the Company’s policy of a diverse in total
and and perspectives on diversity and workforce workforce
advancement This in turn leads inclusion ber of
opportunities to to better talent e O'
all employees . persons with
‘ ~ attraction and disabilities in
Ensuring there s retention, increases the workforce
no discrimination greater employee
based on race, engagement and

ethnicity, caste,  results in higher
colour, age, sex,  efficiency. This
disability, sexual  giversity results in
origntation, a’.‘d better innovative
socio-economic  and problem-solving
status of an skills, improves
individual talent attraction
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Material Topic

Policy
Advocacy

Emissions In
Operations

rsiel]
i

iQr

Local
Community
Development

100

Explanation

Communicating
with regulators
on good
governance

and economic
practices for the
efficient conduct
of business

Rationale for
Identifying the

Risk/
Opportunity

Opportunity
Maintaining a
continuous dialogue
with regulators

can strengthen

the Company’s
credibility and
market position.

Approach to Adapt
or Mitigate

» Regularly engaging

with regulatory bodies ), | qwer penalties

» Identifying newly
implemented
regulatory norms and
requirements

Financial
Implications
of the Risk or
Opportunity

Opportunity

and fines

Key
Performance
Indicators

» Cases of non-
compliance

» Penalties and
fines

Refers to a
company’s
management of
risks related to its

Opportunity

Efforts taken by
organisations to

» Regularly monitoring
GHG emissions

» Taking measures

Opportunity

> Lower exposure
to risks arising

» Reduced
carbon
footprint

. minimise GHG to reduce tthe from climate » Percentage
own operational  emissions can Company's carbon change of renewable
energy use and  aiq husiness footprint energy in total
greenh9u§e preparedness energy mix
gas emissions to mitigate risks .
(Scope 1and 2).  4rising from climate > Em|§5|ons
Italso includes  change. avoided
parts of Scope 3 » Scope 1,
emissions, such 2and 3
as transport and emissions
logistics
Engagement Opportunity » Conducting need Opportunity » Number —{
with Iocall ‘ Ensuring goodwiill assessments > Increase in of CSR _I
communities with local and to identify and revenue share beneficiaries
(including indigenous implement from socially » Number _}
Indigenous communities appropriate conscious of villages —I
peoples) FhrOUQh through community community customers covered
community development development through CSR
involvement, initiatives and initiatives initiatives
community engagements » Monitoring potential

development,
and/or measures
to reduce
negative
impacts on local
communities

can validate the
organisation’s social
license to operate

impact of operations
on local communities
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o Sustainability Performance

Material Topic | Explanation | Rationale for Approach to Adapt | Financial Key
Identifying the [ o mitigate Implications Performance

Risk/ of the Risk or Indicators
Opportunity Opportunity

Digital Digital Opportunity » Deploying innovative ~ Opportunity > Percentage of —/
Innovation teChnologieS The Company can teChnologies and » Lower repayments I
have the leverage digital tools for enhanced operational done through
potential to financial solutions efficiency for seamless costs digital modes _}
Iboost'more and products to customer services > Percentage I
CJ' NG inclusive and ; Improvement
4 improve customer . sourcing usin
o tainabl : , in revenues g using
sustainable experience, increase ; digital means
th b : with a better 9
growth by the operational operational » Digitalisation
stimulating footprint and overall f int 9
innovation, oroductivity ootprin of processes
generating and controls
efficiencies, » Percentage
and improving of employees
services. It is trained on
pertinent to digital tools

see whether

the Company
leverages

digital financial
solutions to
provide seamless
customer services

Resource Focusing on Opportunity » Using energy efficient Opportunity » Energy —{
Efficiency how efficiently By focusing on appliances > Lower consumption _I
and effectively  resource efficiency, b Implementing water operational » Energy savings
acompany Uses — the Company can conservation measures costs _}
natural resources ot only improve o . > Water _I
and materials operational > IntronLlJcmg initiatives  »  Increase in consumption
during its efficiency but to minimise paper revenue §hare Waste
operations and  51q0 attract consumption from §OC|aIIy generation
business activities environmentally » Implementing conscious and recycling
conscious customers waste management customers > Paper
and reduce cost measures such consumption
as food waste
composting, waste
segregation, and
sewage treatment,
amongst others
Global And The impact of Opportunity > Actively participating  Opportunity » Number {
Domestic national and Contribution to and collaborating > Lower cost and type of
Economy And  international policy formulation with industry peers of operation engagement
Policy PO|ICI€S_0n and industry and associations with congenial with industry
the business research can by contributing policy reform associations
operations of the help improve to discussions, and regulators
a Company market position research, and policy » Compliance
and increase development with
___\ the Company internationally
competitive accepted
advantage standards and

frameworks
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Performance Targets FY23

Driving Development through Business

Material Topic

Performance FY23
Covered

Targets

To encourage rural women
entrepreneurs to expand
their business, maintain
proportion of customers
taking repeat Rural Group
Loans and Micro Finance at
45% in FY23

Maintain 50% contribution
of Rural Loan book in FY23
from low-income states

Increase the number of
women borrowers receiving
Rural Group Loans & Micro
Finance to 70 lakhs by FY25

Achieve 40% contribution
of loan book towards rural
livelihood financing by FY26

Achieve 3x increase in EV
Financing in FY23 compared
to FY22

Of the total loan
disbursed in FY23, 48%
of disbursements were to
repeat customers

Impact on Rural

1 REDUCED
INEQUALITIES

Livelihood <)
Customer Relationship v
Management

51.5% contribution from
Rural Loan book was from
low-income states in FY23

Impact on Rural
Livelihood

Financial Inclusion
Sustainable Finance

10 REDUGED
INEQUALITIES
S

=)
v

Increased the number of
women Rural Group Loans
& Micro Finance borrowers
to0 60,09,430 in FY23

Impact on Rural .
Livelihood g‘
Financial Inclusion

Sustainable Finance

51.2% contribution of
loan book towards rural
livelihood achieved in FY23

Impact on Rural 10 2
Livelihood 42 N
Financial Inclusion ~

Sustainable Finance

23,539 EVs financed,
achieving 4x increase from
5,450 in FY22

Sustainable Finance 1

CLIMATE
AGTION

P 4
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Targets

Achieve 100% of Rural
Group Loans and Micro
Finance branch employees
operating fully on mobile
applications by FY25

Deploy a B2C servicing
application across the retail
businesses in 2023 with

in an attempt to reduce
Scope 3 emissions as well as
contribute towards financial
wellness for customers
(holistic financial inclusion),
therefore, addressing SDG
13 (Climate Change)

E Sustainability Performance

Performance Targets FY23

Enhancing Customer Centricity and Digitalisation

Performance FY23

Material Topic
Covered

100% Rural Group Loans » Digital Innovation 17 s
and Micro Finance sourcing ~ » Customer Relationship @
done through mobile Management
application by employees » Resource Efficiency
PLANET app launched on » Climate Strategy and 13 oo
March 22, 2022, servicing Risk @
across the retail businesses » Customer Relationship

Management

» Digital Innovation

Targets

Raise sustainable-focused
funding worth ¥ 500 Cr in
FY23

Leveraging Sustainable Finance

Performance FY23

3 585 Crraised (F 225 Cr
Sustainability Linked loan
and ¥ 360 Cr Social loan)

Material Topic
Covered

4

Sustainable Finance

DEGENT WORK AND
ECONOMIC GROWTH

o

1

13 &

L 4

PARTNERSHIPS
FOR THE GOALS

&
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Targets

Performance Targets FY23

Driving Development through CSR

Performance FY23

Material Topic
Covered

10% increase in adoption
of digital mode of payments
among target rural
communities in the Digital
Sakhi project in FY23

Increase the community
outreach to 7,50,000
members every year till
FY25

Achieve 2x increase in
number of villages covered
through CSR activities by
FY26 compared with FY21

12% increase in adoption » Digital Innovation w
of digital mode of payments » Impact on Rural g‘
in FY23 Livelihood

» Financial Inclusion
Community outreach was » Impact on Rural 1 o
increased to 11.78 lakhs+ Livelihood i g‘
in FY23 » Local Community

Development 17 s

» Stakeholder engagement @
Covered 1,005 villages » Local Community o 10 2%,
through CSR activities as Development g‘ p E N
compared to baseline of » Stakeholder engagement v
565 villages in FY21 » Brand Reputation

18

P 4

Targets

Performance FY23

Nurturing a Capable and Productive Workforce

Material Topic
Covered

Increase the share of
women representation to
18% in senior management
positions by FY26

Women representation of
14% in senior management
maintained

>

>

Diversity, Inclusion and
Equity
Brand Reputation

GENDER 1[] REDUGED
EQUALITY INEQUALITIES
-~

g' <)
v
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Performance Targets FY23

Nurturing a Capable and Productive Workforce

Performance FY23 Material Topic

Targets

Covered

Safety in FY23

100% of employees to
be trained on Human
Rights in FY23

Roll-out module for ESG
training for employees
and vendors in FY23

and initiated assessments
100% of new employees
trained on ESG

100% of new employees
trained on Occupational
Health and Safety

100% of new employees
trained on Human Rights

Safety

Increase the share of Women representation » Diversity, Inclusion and o 10 2,
women representation to increased to 9% in FY23 Equity g‘ ‘E >
15% in middle and senior in middle and senior » Brand Reputation M
management positions by management from 7% in
FY26 Fy22
Increase the share of Women representation » Diversity, Inclusion and o 10 2%,
women representation to of 4% in total workforce Equity g‘ 45 >
8% in total workforce by maintained » Brand Reputation b
FY30
Establish training > Rolled out dedicated » Stakeholder engagement s awn
framework: ESG training module for ~ » Human Capital _4’\/\' !!”
» 100% of employees employees Development
to be trained on » Conducted ESG training ~ » Human Rights =y 10 2.,
Occupational, Health and for CSR vendor partners ~ » Occupational Health and

-~
@' =)
v
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Performance Targets FY23

Nurturing a Capable and Productive Workforce

Material Topic

Targets Performance FY23 Covered

Achieve an average of 35 Increased average hours » Human Capital wwn TR
hours of training across all of training to 23.98 hours Development m!” ﬁ/‘
employee categories by from 21 hours in FY22

FY26

Increase employee » 171 hours contributed > Local Community way W4 e
volunteering hours by 10% by employee volunteers Development i 45 N
in FY23 as compared to leading to 22% increase  » Financial Inclusion v
FY22 as compared to 140

13
hours in FY22
» Activities included Digital @
& Financial literacy,
ESG training to NGO
partners, BFSI Sessions,
Story telling in schools &

Life Skill sessions

Protecting the Environment

Material Topic

Targets Performance FY23 Covered

Reduce electricity Reduced electricity » Emissions in Operations T R
consumption per capita by consumption by 20% from  » Resource Efficiency @
1% in FY23, compared with  0.188 (FY20) to 0.15 mWh/

FY20 capita
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Targets

Performance Targets FY23

Protecting the Environment

Performance FY23

Material Topic
Covered

E Sustainability Performance

Use of 50% recycled paper

in operations by FY25

Undertake water
replenishment activities to
claim water positive status
in FY23

Achieve 40,000+ tree
plantations in FY23

Zero single-use plastic in
corporate office by FY25

Achieved 21% usage of
recycled paper in operations

» Resource Efficiency

12 RESPONSIBLE 1 CLIMATE
CONSUMPTION ACTION
ANDPRODUGTION

O | &

» Achieved Water Positive
status

» Water replenished
280.66 lakhs KL

» Water consumed 2.51
lakhs KL

» Structure repair
completed in 20 villages
in Beed district

» Completed capacity
building sessions in 122
villages

» Third Party Assurance by
EY

» Signatory to WASH
pledge

» Local Community
Development

» Climate Strategy and
Risk

» Risk and Crisis
Management

» Transparency and
Disclosure

CLEAN WATER
AND SANITATION

v

Planted 50,000+ trees
through Project Prakruti in
Karnataka

» Local Community
Development

» Climate Strategy and
Risk

Single use plastic
discontinued in the Head
Office

» Resource Efficiency

13 i

L ® 4
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LTF has been taking measures to strengthen public disclosures and stakeholder engagement to adhere to the tenets of
transparent and ethical practices. All compliance and regulatory related actions are in alignment with material topics namely,
providing fair advice to stakeholders, transparency and disclosure and business ethics. To ensure a culture of ethics and

right conduct, your Company conducts employee sensitization sessions and other relevant trainings for adoption of ethical
practices, including the Code of Conduct. Moreover, there are stringent measures in place to keep a check on possible mis-
selling of financial products. Actions to enhance internal controls and processes for transparent disclosures have been taken
by way of automation of various processes.

In line with the material topic of regulatory compliance, LTF reviews existing systems and processes and endeavours to
embed governance practices that best meet or exceed regulatory requirements. There are robust internal audit processes and
procedures that are reviewed and supervised by the Internal audit team and there are periodic engagements with regulatory
bodies with the objective of meeting all compliance norms and requirements. Besides enhanced uptake of analytics-based
monitoring systems, LTF has deployed a robust review system that provides Early Warning Signals to keep a check on the
DPD (Days Past Due) status. Keeping in view the material topics of global and domestic economy and policy and policy
advocacy, LTF carries out periodic collaborations with industry associations and peers, and regular engagements with
regulators to strengthen its compliance position as an organisation.

Sustainability Targets

Targets SDG Mapping

13 foor 15 oo

Become carbon neutral by 2035

CLEAN WATER
AND SANITATION

Maintain the water-positive status in FY24

1 hocoonies f§f 13 imoi

Achieve a 2x increase in EV Financing in FY24
compared to FY23

CLEAN WATER CLIMATE
AND SANITATION ACTION

Create a roadmap to Zero Waste to Landfill

12 RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION
AND PRODUCTION

Use 50% recycled paper in operations by FY25

== [ CEE R
. . s . . . ECONOMIC GROWTH FOR THE GOALS
Raise sustainability focused/priority sector funding worth N

500 Crin FY24 (=
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Targets

E Sustainability Performance

SDG Mapping

Achieve or maintain a 40% contribution of the loan book
towards rural livelihood financing by FY26

10 REDUCED
INEQUALITIES

V' N
(=)

v

Encourage rural women micro-entrepreneurs to expand
their businesses, and maintain a proportion of custom-
ers,taking repeat Rural Group Loans & Micro Finance at
50% in FY24

10 REDUCED
INEQUALITIES

V' N
(=)

A4

Maintain 50% contribution of the Rural Loan book in
FY24 from low-income states

10 REDUGED
INEQUALITIES

P N
=)
v

Increase the number of women borrowers receiving Rural
Group Loans & Micro Finance to % 70 lakhs by FY25

GENDER
EQUALITY

g

Use the PLANET app across the retail business in an at-

tempt to reduce Scope 3 emissions

» Driving digital collections of more than < 450 Cr
through the app

» Building a robust servicing channel with more than
70% of LTF servicing through the PLANET app

17 PARTNERSHIPS
FORTHE GOALS

&

Increase the rate of adoption of digital modes of payment
among target rural communities in the Digital Sakhi proj-
ectin FY24 by 10%

GENDER
EQUALITY

g

GENDER
EQUALITY

Achieve a 3x increase in villages covered through CSR
activities by FY24 compared to FY21 g

10 hewiires [ 13 ionov

> |

(=)
v

GOOD HEALTH
AND WELL-BEING

e

» 100% of employees to be trained on occupational
health and safety
» 100% of employees to be trained on human rights

EDUCATION EQUALITY

M| ¢

GENDER REDUCED
10 INEQUALITIES

o
(=)
v

QUALITY
o o EDUCATION
Increase employee volunteering hours by 2x in FY24 as

compared to FY22

L&T Finance Holdings Limited

10 REDUCED CLIMATE

INEQUALITIES ACTION
o

< | &

v
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Targets

Strengthen the Diversity and Inclusion programme,
through specialised training on capacity building for
women employees

Undertake hazard identification and risk assessment

Build a framework for engagement with value chain
partners on sustainability

Increase the share of women'’s representation to 18% in
senior management* positions by FY26

Increase the share of women’s representation to 15% in
middle* and senior management positions by FY26

Increase the share of women’s representation to 8% in
the total workforce by FY30

Achieve an average of 35 hours of training across all
employee categories by FY26

Community outreach to be 7,50,000 members every year

till FY25

SDG Mapping

GENDER
EQUALITY

g

GOOD HEALTH
AND WELL-BEING

i

17 PARTNERSHIPS
FORTHE GOALS

&

GENDER 10 REDUCED
EQUALITY INEQUALITIES

o
(?' )
v

GENDER 10 REDUCED
EQUALITY INEQUALITIES

A
g‘ <)
v

GENDER 10 REDUGED
EQUALITY INEQUALITIES

A
@' =)
v

QUALITY DECENT WORK AND
EDUCATION ECONOMIC GROWTH

1 No GENDER 17 PARTNERSHIPS
POVERTY EQUALITY FORTHE GOALS

Tt

* Senior Management includes BL and above grade employees
* Middle Management includes OL grade employees
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LTF considers governance as the foundation for sustainability, innovation, and
business performance. Your Company consistently strives to achieve benchmarks
of excellence in corporate behaviour by implementing the highest standards of
controls, systems and processes. The governance section is divided into two core
areas: corporate governance and ethics, which cover the intrinsic values of the
Company'’s culture and its evolution as LTF aims to attain sustainable growth.
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CORPORATE FRAMEWORK

L&T

(L&T holds 66.11%)

LTFH

4 )

. L&T Financial
L&T Finance
o Consultants
Limited P
Limited
L&T Infra Credit Limited
(formerly known as L&T Infra Debt Fund Limited) Mudit Cement
(LTF holds 23.36%) Private Limited

L&T Infra Investment Partners
Advisory Private Limited

L&T Infra Investment Partners
Trustee Private Limited

(
(
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wclusion of ESG LiSG Focused

as one of the core pillars of the discussions as part of business
Lakshya 2026 business strategy presentation at Board Meetings

LESG in Board Evaluation Ljeparate ESG Committee

is one of the parameters for the focused sustainability specific
Board Evaluation terms of reference

Ljeparate Offices uead Independent Director

of Chairperson and the since October 2020
Managing Director & Chief

Executive Officer since July 2016

GOVERNANCE STRUCTURE

LTF is L&T Group's financial services arm and draws its legacy of
strong governance from its parent organisation. Your Company
believes that corporate governance is a continuous journey towards
sustainable value creation for all stakeholders, driven by and built
on the Company’s values. Your Company’s corporate governance
principles are reflected in its culture, policies, relationship with
stakeholders, and commitment to values. LTF's governance structure
encourages an action-oriented culture of ‘Results’ based on its core
values of Pride, Integrity, Discipline, and Ambition.

The Company has adopted a review framework under which all the
policies adopted by the Company which help drive the corporate
governance culture, are reviewed on an annual basis to keep in line
with the changing environment and regulatory requirements. Thus,
the review is not restricted to a need-based review.
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Corporate Governance Structure

ﬁ Sustainability Performance

[ Shareholders J

Nomination &

Audit
) Remuneration
Committee .
Committee
Asset Liability Credit
Management Committee
Committee

Corporate Social Group Risk
Responsibility & Management
ESG Committee Committee
IT Startegy Stakeholders
Committee Relationship
Committee

Managing Directors & Chief Executive Officer

Group Executive Committee (GEC)

Critical roles like Internal Auditor, Chief Compliance Officer and Chief Risk Officer report directly to the Audit / Risk
Management Committee thereby strengthening the independent functioning of these important teams.

Oo
o 0

Board of Directors

The Board of Directors (the Board) plays a crucial role in
guiding and reaffirming your Company's values and strategy.
It ensures the implementation of appropriate governance

to support operations and protect stakeholders' interests,
guiding and reasserting the Company's values and strategy.
Moreover, the Board also enables an effective governance
mechanism to achieve the Company’s mission of value
creation and provides strong oversight of the Company,
acting as a sounding board and guide for various initiatives.

As a responsible corporate citizen, LTF is committed to sound
corporate practices based on conscience, openness, fairness,
professionalism, and accountability, building the confidence
of various stakeholders and paving the way for its long-
term success. The composition of the Board of Directors is

in accordance with the requirements of the Securities and
Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (SEBI Listing Regulations),
the Companies Act, 2013 (the Act) and RBI regulations. Your
Company has fully adhered to the requirements mandated by
SEBI under SEBI Listing Regulations.

The Board comprises prominent experts from diverse

L&T Finance Holdings Limited ‘

backgrounds, each with rich experience. The Board includes
seasoned entrepreneurs and professionals from the private and
public sectors, with expertise in both banking and non-banking
fields.

Presently, the Board consists of eight directors, including four
Independent Directors, one Executive Director, two Non-
Executive Directors and one Nominee Director. These directors
represent diverse fields and sectors that, inter alia include
finance, information technology, risk management, ESG,

and policy development. The composition of the Board is an
optimal mix of professionalism, knowledge, and experience,
enabling it to fulfil its responsibilities and provide effective
leadership to the businesses carried on through its subsidiaries.

Any appointment/re-appointment on the Board has three
tier approval process- evaluation and recommendation of
candidates by the Nomination and Remuneration Committee
(NRC), Board review and recommendation, and approval of
shareholders / members. All appointments/re-appointment
are subject to and based on requirements under the various
applicable laws. Each Board member is individually elected.

Further, the re-appointment of directors retiring by rotation (as
per regulatory requirements) is also subject to the approval of
shareholders/members.



@ L&T Finance
—

Eﬁ Declaration of Independence

All Independent Directors have submitted the Declaration of Independence, pursuant to the provisions of Section 149(7)
of the Act and Regulation 25(8) of the SEBI Listing Regulations. This declaration states that they meet the criteria of
Independence as provided in Section 149(6) of the Act and Regulations 16(1)(b) of the SEBI Listing Regulations and they
are not aware of any circumstance or situation, which exists or may be reasonably anticipated, that could impair or impact
his / her ability to discharge his / her duties with an objective independent judgement and without any external influence.
Moreover, the Managing Director of the Company does not serve as an Independent Director in any other company.

Board Diversity

The Board members have been given a fiduciary role in
guiding your Company towards a sustainable future by
adopting sound policies and practices. To achieve this
objective, the NRC reviews and selects candidates for the
Board. The NRC ensures that the Board comprises the
required number of Independent Directors, who meet
the independence requirements in accordance with the
requirements of the applicable laws. The NRC considers
several factors, including experience, achievements,
expertise, independence, diversity in the boardroom,
knowledge, and talent, before recommending a candidate
to the Board for a Board position. Additionally, the

Name of the
Director

Designation

Non-Executive

NRC ensures that the size of the Board is appropriate,
considering regulatory requirements and business needs.

Board’s diversity is essential for the success of its
businesses. Your Company has a Board-approved diversity
policy, which enhances efficiency and effectiveness of

the Board. Your Company follows the principle of 'no
conflict of interest” while inducting a Director on its Board
and strives to maintain the same throughout the Board
member’s tenure.

The following table correlates the competencies of Board
members with the necessary skill criteria essential for the
efficient operation of the Board:

® Experience
D
=

~—

S.N.
Director, v v v v v v v v v >39 years
Subrahmanyan )
Chairperson
Dinanath Managing
. ) v v v v v v v v > 32 years
Dubhashi Director & CEO
R. Shankar Non-Executive
) v v v v v v v v v > 39 years
Raman Director
Shailesh Independent
. . ) v v v v v v v v v > 42 years
Haribhakti Director
. Independent
P. V. Bhide ) v v v v v v v v > 42 years
Director
Thomas Mathew Independent
} v v v v v v 4 v v > 42 years
T. Director
L Independent
Rajani R. Gupte ) v v v v v v > 42 years
Director
. i Nominee
Pavninder Singh ) v v v v v 4 v > 25 years
Director

116 Integrated Annual Report 2022-23



5% Leadership Qualities
) Industry Knowledge and Experience

== Experience and Exposure in Policy
Shaping and Industry Advocacy

EN Understanding of Relevant Laws, Rules,
Regulation and Policy

Corporate Governance

Board Effectiveness and Performance

E Sustainability Performance

@ Financial Expertise

©1 Risk Management

w  Global Experience / International Exposure
@l Information Technology

ESG Expertise

Boards are expected to be highly engaged, knowledgeable, and effective. A company's culture and values are promoted and
developed by an effective Board. Your Company’s Board prioritises learning and development, conducting annual evaluations
of its performance, along with that of committees and individual directors, to ensure its effectiveness. The Directors and
Officers Liability Insurance policy is critical to safeguard directors and help them perform their duties effectively.

Your Company provides its Directors with training
opportunities related to its business, both during the
induction process and periodically. The Board conducts a
dedicated meeting annually to discuss the strategy and
budget of the Company and its subsidiaries. Additionally,
the Board members hold meetings to exchange
perspectives and insights, enabling the Management
(including Key Management Personnel (KMP)) to benefit
from the Directors' experience and enhance your
Company's operations.

During FY23, 100% of the Board of Directors has
undergone dedicated trainings on ESG and Info Sec, the
emerging topics in the current scenario. For details on
number of training hours of the Board, please refer the
BRSR.

During the Board meetings, the Directors are informed
regarding regulatory changes and their impact on the
Company. The Directors are also briefed periodically about
their roles and responsibilities.

In addition, Directors gain detailed insights into your
Company's operations through visits to its branches.
These on-site visits enable them to understand the ground
realities of the Company's businesses.

The Group Executive Committee (GECs), comprising
Chief Executives (CEs) of respective businesses and group
heads of various functions, attend the Board/Committee

meetings as invitees and provide regular inputs,
ensuring continuous engagement between the Board
and the Management. The Company encourages
regular interactions between Directors and the senior
management throughout the year. During the year,

the Directors had both formal/ informal meetings/
interactions with the senior management which helped
in enhancing Board effectiveness.

Your Company ensures that each Director receives
accurate and succinct information necessary to fulfil
their responsibilities with the assistance of the Company
Secretary. In compliance with regulatory timelines,
agenda notes containing comprehensive business
updates and other pertinent information are shared in
advance, enabling Directors to read through them, have
informed discussions and make sound decisions during
Board meetings. These meetings provide a conducive
environment for deep and meaningful conversations

on multiple facets of your Company, such as social,
governance, audit, and business matters.

Upon joining, newly appointed directors receive
briefings from senior executives on their expected roles
and responsibilities, including their legal obligations as
members of the Board/Committee(s), the organisation's
financial standing, governance structures, and other
relevant details.
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Your Company acknowledges the importance of ensuring
continuous improvement in the effectiveness of the functioning
of the Board and Committees to support business operations and
enhance corporate synergies. It carries out annual evaluations of
the Board, its committees, and each Director individually.

The annual evaluation of the Board's performance involves

a questionnaire aligned with guidelines from SEBI and the
Institute of Company Secretaries of India, along with industry
best practices. The performance evaluation also includes ESG
considerations as one of the parameters. The assessments are
presented and thoroughly discussed during both the Board and
NRC meetings, with feedback being addressed.

Board Performance Evaluation Process

2 | B

Board Committees

Committees are a subdivision of the Board, with roles and
responsibilities defined by the Board. These help in effective
management of the Board’s time and enhance its overall
efficiency. Your Company has instituted various Committees of
the Board in accordance and compliance with the applicable
requirements under the SEBI Listing Regulations and the Act.
Each of the Committees has its own charter, clearly defining
its roles and responsibilities. These Committees, through their
recommendations to the Board, play a crucial role in ensuring
effective compliance and governance of the Company.
Currently, the Board has established various Committees

as mandated by the Act, SEBI Listing Regulations, and RBI
regulations.

4
B

These Committees include:

Audit Committee

Nomination and Remuneration Committee
Corporate Social Responsibility and ESG Committee
Stakeholders Relationship Committee

Committee of Directors

Group Risk Management Committee

IT Strategy Committee

Credit committee

vV V.V v v v v vY

Asset Liability Management Committee

The Board is kept apprised of the deliberations and discussions at the meetings of the Committees by providing the Board a
summary of discussions and decisions, as well as the full minutes of the meetings.
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One of the key responsibilities of the Audit Committee

is to recommend the appointment, remuneration, and
conditions of appointment for the auditors of your
Company. The Committee also approves the payment

to statutory auditors for any other services rendered by
the latter. The Committee, along with the management,
reviews the Annual Financial Statements and the auditor's
report before submission to the Board for approval. This
review includes a particular reference to matters required
for inclusion in the Director's Responsibility Statement,
which subsequently constitutes a part in the Board's report
as per Section 134(3)(c) of the Act.

Additionally, the Audit Committee reviews changes,

if any, in the accounting policies and practices, along
with the reasons behind them. This review also includes
significant accounting entries involving estimates based
on the exercise of judgement by management, significant
adjustments made in the financial statements due to
audit findings, compliance with listing and other legal
requirements regarding financial statements, disclosure
of any related party transactions, and qualifications in the
draft audit report.

ﬂ Sustainability Performance

The Committee also reviews, with the management,

the quarterly and annual financial statements before
submission to the Board for approval. This review is critical
to ensuring that the financial statements are accurate and
complete and that the Company is meeting its financial
objectives.

Another important responsibility of the Audit Committee
is to review, with the management, the statement of uses/
application of funds raised through an issue (public issue,
rights issue, and preferential issue, among others.), the
statement of funds utilised for purposes other than those
stated in the offer document/prospectus/notice and the
report submitted by the monitoring agency engaged in
monitoring the utilisation of proceeds of a public or rights
issue and making appropriate recommendations to the
Board.

The Committee also reviews and monitors the auditor's
independence and performance, as well as the
effectiveness of the audit process. This review is critical

to ensuring that the auditors are performing their duties
in a professional and ethical manner, and that the audit
process is effective in detecting and reporting any financial
irregularities or fraud.

The Independent Directors serving on the Committee
approve the related party transactions, including any
subsequent modifications. This review is crucial to ensure
that all transactions with related parties are conducted at
an arms-length basis, and your Company is not engaging
in any activities that may be deemed to be a conflict

of interest.
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The Committee also scrutinises inter-corporate loans and investments to ensure that LTF is not involved in any activities that
may be considered a conflict of interest. Additionally, the Committee also reviews the valuation of undertakings or assets of
the Company, wherever required.

The Audit Committee is also responsible for evaluating internal financial controls and risk management systems. This
evaluation is critical in ensuring that your Company has appropriate controls in place to manage risks, including but not
limited to financial risks, and that these controls effectively mitigate the said risks.

The Committee also reviews, the performance of internal auditors, the adequacy of the internal control systems, and the
competency of the internal audit function, if any. This review includes the structure of the Internal Audit Department, the
staffing the reporting structure coverage, and the frequency of internal audits. Moreover, it involves discussions with internal
auditors on any significant findings and follow-up thereon. The Internal Audit Department presents an audit plan at the
beginning of the year, which is approved by the Audit Committee.

Composition:

Name of the Director Designation in the Committee Nature of Directorship

P. V. Bhide Chairperson ID
R. Shankar Raman Member NED
Shailesh Haribhakti Member ID
Thomas Mathew T. Member ID

NED- Non-Executive Director

All the members of the Audit Committee are financially literate and have accounting or financial-related
management expertise.
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Nomination and Remuneration
Committee (NRC)

Your Company has established a dedicated
committee to oversee the appointment,
evaluation, and remuneration of Senior
Management and senior management personnel.
The NRC is responsible for identifying individuals
who are qualified to assume leadership roles
within the Company, recommending their
appointment or removal, and conducting regular
evaluations of the Board, Committees, and
Directors. Moreover, the NRC has formulated
criteria to determine the qualifications, positive
attributes, and independence of a director, and
adopted a policy on directors’ appointment and
remuneration/compensation for directors, senior
management personnel (SMP), key managerial
personnel (KMP) and other employees.

Based on the recommendation of the NRC and the
Board, the terms and conditions of appointment
and remuneration of the Managing Director &
CEO are approved by the shareholders of the
Company.

The NRC ensures that the level and composition of
remuneration are reasonable and sufficient to attract and
retain high-quality Directors. They also guarantee that the

Composition:

g Sustainability Performance

relationship between remuneration and performance is
clear and meets with appropriate benchmarks.

In addition, the NRC has devised a policy on board diversity
to promote a more inclusive and representative leadership
team. The NRC is also responsible for formulating the
Employee Stock Option Scheme (ESOS), deciding the
terms and conditions, and administering and supervising
ESOS. The NRC determines the criteria for payment of
remuneration/compensation to Directors, SMPs/KMPs and
employees. Further, the NRC recommends to the Board
remuneration/compensation payable to the Directors,
SMPs, KMPs (including the Chief Financial Officer and
Company Secretary) and other employees, if required.
Overall, the NRC plays a crucial role in ensuring that the
Company's leadership team is well-equipped to meet the
organisation's goals and drive success in the long-term.

|
g
|
3
|
]
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|
|

Name of the Director Designation in the Committee Nature of Directorship

Thomas Mathew T. Chairperson ID

R. Shankar Raman Member NED
Shailesh Haribhakti Member ID

P. V. Bhide Member ID
Rajani R. Gupte Member ID
Pavninder Singh Member NED/ND

ND- Nominee Director
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&)\ Corporate Social Responsibility
Q*@ (CSR) and ESG Committee

The role of the Corporate Social Responsibility
(CSR) and Environmental, Social, and Governance
(ESG) Committee is crucial in ensuring that

your Company operates in a responsible and
sustainable manner. In accordance with Section
135 of the Act, the Board has constituted this
Committee to guide and oversee the direction of
CSR initiatives. One of the key responsibilities of
the CSR and ESG Committee is to review the CSR
& ESG policies and the progress made in achieving
sustainability, CSR and ESG goals.

The Committee formulates/reviews/guidelines/policies with
respect to CSR and Sustainability/ESG responsibilities. The
Committee also monitors implementation of the action
plan adopted. The Committee recommends the annual
action plan and the amount to be spent on CSR activities
and also monitors the implementation of the CSR Policy of
the Company.

Composition:

Name of the Director Designation in the Committee Nature of Directorship

Shailesh Haribhakti Chairperson ID
Dinanath Dubhashi Member MD & CEO
Rajani R. Gupte Member ID
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Additionally, the SRC reviews the cases for refusal of
transfer/transmission of shares, debentures, and other
securities, if any, and ensures that your Company
takes effective measures for exercising voting rights by
shareholders.

The SRC also reviews adherence to the service standards
adopted by the Company in respect of various services

rendered by the Registrar & Share Transfer Agent. Finally,

Composition:

E Sustainability Performance

the SRC assesses the various measures and initiatives
taken by the Company. Aimed at reducing the quantum
of unclaimed dividends and ensuring the timely receipt of
dividend warrants, annual reports, and statutory notices by
the shareholders of the Company.

SRC ensures that your Company is operating in a
transparent and responsible manner.

Name of the Director Designation in the Committee Nature of Directorship

Rajani R. Gupte Chairperson ID
P. V. Bhide Member ID
Dinanath Dubhashi Member MD & CEO
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The Committee ensures that appropriate methodologies,
-ﬁ Group Risk Management processes, and systems are in place to monitor and
A Committee (GRMC) evaluate risks associated with the various businesses at LTF

and facilitate the exchange of information for effective

................................................................................................................ risk oversight. The Committee also assesses whether

the corporate governance framework addresses risk

management across all entities within LTF. In addition, the

Committee monitors and oversees the implementation

of the risk management policy, including evaluating the

adequacy of risk management systems.

The Group Risk Management Committee
(GRMCQ), plays a crucial role in ensuring effective
risk management for LTF. The Committee is
responsible for formulating a detailed risk
management policy that includes identifying

internal and external risks specifically faced by The GRMC periodically reviews the risk management

your Company and its subsidiaries. This includes policy, at least once a year, including considering changing
risks related to financial, market, operational, industry dynamics and evolving complexity. The Committee
sectoral, sustainability (including ESG-related keeps the Board informed about the nature and content of
risks), information, cyber security, or any other its discussions, recommendations, and proposed actions.
risk as determined by the GRMC. Additionally, the Furthermore, the Committee reviews the appointment,
GRMC is responsible for formulating measures removal, and terms of remuneration of the Chief Risk

for risk mitigation and developing a business Officer.

continuity plan. Overall, the role of the GRMC is to ensure effective

The GRMC analyses the material risks faced by LTF and governance, risk management, and compliance practices.
discusses all risk strategies both at an aggregated level The Committee's work ensures that LTF is well-equipped
and by the categorisation of risk. Based on its analysis, to manage any risks it may face, thus safeguarding the
the GRMC makes recommendations to the Board aligned interests of its stakeholders and enhancing the long-term
with the overall risk appetite. The GRMC also identifies sustainability.

potential intra-group conflicts of interest and articulates
the leverage of LTF, while monitoring the same.

Name of the Director Designation in the Committee Nature of Directorship

Shailesh Haribhakti Chairperson ID
Managing Director & Chief Member -
Executive Officer

R. Shankar Raman Member NED
Rajani R. Gupte Member D
Pavninder Singh Member NED/ND
Chief Risk Officer Member -
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The ITSC ensures that IT investments represent a balance
of risks and benefits and reviews the budget allocation
are acceptable. The Committee also monitors the method
that the management uses to determine the IT resources
needed to achieve strategic goals and provides high-level
direction for the sourcing and use of IT resources.

Additionally, the ITSC ensures that your Company
maintains a proper balance of IT investments for sustaining
its growth and becoming aware of its exposure to IT risks
and controls. One of the essential roles of the ITSC is to
institute an effective governance mechanism and risk
management process for all outsourced IT operations.

Name of the Director Designation in the Committee Nature of Directorship

Mr. Thomas Mathew T. Chairperson ID
El)l(a;rcwlajgivnegoi:crii::or & Chief Memmber MD & CEO
Chief Information Officer Member -

Chief Technology Officer Member -

Chief Risk Officer Member -

Chief Information Security Officer Member -

In addition, the ALCO reviews the business strategy of your
Company and ensures that it is aligned with the budget
and decided risk management objectives. It also considers
the impact of changes in market conditions related to the

balance sheet and recommends actions needed to adhere
to the Company's internal limits. This Committee is also
responsible for balance sheet planning from a risk-return
perspective, including the strategic management of interest
rate and liquidity risks.
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Name of the Director Designation in the Committee Nature of Directorship

Managing Director & Chief
Executive Officer

Chairperson

Vipul Chandra Member Representative of L&T
Group Chief Financial Officer Member -
Chief Risk Officer Member -
Group Chief Economist Member -

For further details on the roles and terms of reference of the aforesaid committees, please refer to the Corporate

Governance report.

ETHICS

LTF is dedicated to upholding high standards of ethical
behaviour in its business and operations. It has established
a policy framework that fosters ethical conduct, outlines
stakeholder expectations, and provides remedial measures
in the event of grievances or violations.

é Code of Conduct

Your Company has a Code of Conduct (CoC) that is equally
applicable to all its employees, including Executive and
Managerial-level officers and the Directors. All employees
are required to uphold and comply with the Coc. The
CHRO is responsible for implementing the CoC throughout
the organisation and is responsible for internal review and
supervision.

The CoC covers various aspects, such as respect

for individuals, fair employment practices, bribery

and corruption, privacy of employees, information
confidentiality, conflict of interest, whistle blower policy,
breach/violation of the code, environment, health, and
insider trading, among others.

The CoC outlines specific areas where employees must
adhere to the guidelines laid down to avoid conflicts of
interest. These areas include professional engagement,
personal relationships, and the use of your Company
assets. During the reporting period, no complaints were
received regarding the conflict of interest. Moreover, there
were no fines or penalties paid related to law enforcement
agencies/regulators during the financial year.

The CoC must be read and agreed to by every employee
of LTF through a written or digital acknowledgment. This

document validates that the employee has understood the
CoC and will be operating according to it. The newly hired
employees receive CoC training during their induction
programme. Additionally, existing employees who are not
in frontline positions are required to complete the CoC
e-learning module every year and take an assessment post-
completion of the module.

Your Company has established a CoC Committee that
addresses breaches or incidents raised by an employee,

or any conflict of interest identified by an employee.
Employees are required to report any instance of breach or
violation of the human rights violations to code@Itf.com

During the reporting period, there were no instances

of breaches of the CoC reported. Also, no fines or
settlements related to anti-competitive or anti-trust were
incurred by LTF during the reporting period.
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W Preventon, Prohibition and Redressal of Sexual Harassment at
@ Workplace (POSH)

LTF is committed to creating a safe working environment for employees and maintains zero tolerance towards any
kind of workplace harassment. Your Company has in place a policy for prevention, prohibition and redressal of sexual
harassment at workplace. Further, your Company has constituted an Internal Committee under the Sexual Harassment
of Women at Workplace (Prevention, Prohibition and Redressal) Act, 2013, where complaints in the nature of sexual
harassment can be registered. Appropriate reporting mechanisms are in place for ensuring protection against sexual
harassment and the right to work with dignity.

During the year under review, your Company has not received any complaints in this regard.

Vigil Mechanism

LTF has a structured Vigil Mechanism Framework that motivates and guides directors, employees and service providers
(agency, vendor, contractor, or any outsourced partner) (collectively known as ‘stakeholders’) of the organisation to report
any wrongdoing, unethical or improper practice without any fear of retaliation. The objective of the Framework is to
establish a redressal forum that addresses all concerns raised about questionable practices and through which stakeholders,
Directors, employees, and service providers can raise actual or suspected violations. The Vigil Mechanism Policy empowers
all levels of employees, including top management and service providers, to raise their voices against actual/suspected
violations.

Any stakeholder can report a perceived wrongdoing or an act of whistle blowing in written form via e-mail at
whistleblower@lItfs.com or by post at Head Internal Audit, LTF Holdings Limited, PO Box No: 9760, Vidyanagari, Mumbai —
400098.

The Framework ensures protection from unfair termination, retaliation, threat of termination, disciplinary action, transfer,
demotion, refusal of promotion or any other unfair prejudicial employment practices, which the Vigilant Person/Whistle
blower/Tipster may face due to the act of whistle blowing/exercising vigilance. The Whistle blower Investigation Committee
and the Framework ensures maintaining the anonymity of the whistle blower at all times.

Process of addressing and resolving the reported incident:

> > >

Reporting a Suspicious Observation

: f Head
Whistle Blower » Written
Internal
» Oral Audit
» E-Mail
o Whistle
. . Investigation Blower
Audit Committee Report/ N
. Investigation
Recommendations .
Committee
< < <
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&I]l Anti-Corruption

The Anti-Corruption policy is publicly available on

your Company’s website, outlining the standards that

all employees must follow when engaging with the
Government or other parties in the course of conducting
business. The policy also provides guidance to the
employees on how to recognise and refrain from any
activity that could lead to a breach of anti-bribery and
anti-corruption laws.

The policy is applicable to all employees, directors, and
officers of the Company, as well as any external party
acting on behalf of the Company in foreign jurisdictions,
such as agents, consultants, representatives, distributors,
and suppliers. It is the responsibility of each employee
and officer to ensure that the Company’s agents and
business partners are aware of and comply with the
policy.

The Anti-Corruption policy defines the various activities
that can be considered as bribes and provides guidelines
on avoiding acts of bribery. Although the anti-corruption
policy allows for charitable donations, it specifically
mandates that any political contributions must adhere

to relevant laws. LTF enforces fines and penalties on
employees who violate the Anti-Corruption Policy.

All expenses are recorded accurately in the Company'’s
books and are maintained as records in accordance with
the Anti-Corruption policy. No significant instances of
financial fraud were reported during the year.

LTF has implemented proactive measures through its Risk
Containment Unit (RCU) and Internal Audit function to
detect and mitigate potential corruption and fraud risks.
These measures include data analytics-driven systems
that are tailored to each business and cover the entire
process from branch setup to settlement, including
pre-and post-disbursement, collection, foreclosure, and
settlement. The systems employ 360-degree monitoring,
including fraud triggers based on analytics at every stage
of business operations, field verifications, reviews, and
audits. During the reporting period, key risks that were
identified included document tampering, suspicious fake
KYC, and proxy customers. Stakeholders can report these
risks using the Whistle blower framework.

(o) ' R ible Sourci
esponsipie >S>ourcin
& p g

Your Company has implemented a Third-Party Code of
Conduct that is applicable to all vendors, borrowers, goods
and service providers, and individuals who have business
relationships with the Company. The Code establishes
standards for responsible business conduct, environmental
stewardship, and socially sustainable practices for LTF’s
value chain partners. The third-party is required to adhere
to the Code’s provisions and recognises that the Code
prohibits any communication or action that violates any
laws that are applicable directly or indirectly to the
third-party.

Your Company aims to raise awareness among its value
chain partners about the CoC and best practices related
to environmental, social, and governance (ESG) issues and
therefore assessed 375 of its value chain partners in FY23.

A report of any breach or violation of the Code can be
made by sending an email to code@Itfs.com.

The Third-Party Code of Conduct is publicly available
on LTF's corporate website via the link: https://www.[tfs,
com/csr

\N
Tax Strategy

LTF is committed to complying with the tax laws and
regulations in the geographies in which the company
operates. LTF endeavours to undertake all applicable

128 Integrated Annual Report 2022-23


https://www.ltfs.com/csr
https://www.ltfs.com/csr

statutory tax compliances within stipulated timelines and
make adequate disclosures related to the same. LTF may

legitimately use tax incentives and exemptions offered by
governments.

The Company has appropriate systems and controls in
place to identify and report risk related to taxation. In order
to prevent any such risk, LTF seeks regular updates from the
Finance team, provides appropriate training and conducts
awareness sessions. LTF is not in contravention of any
regulations, the non-compliance of which could adversely
impact the continuity of its operations. LTF operates its
business in India and therefore the Company prepares and
files the tax reports in accordance with Indian laws and
regulations.

DRIVING ESG GOVERNANCE
AND PERFORMANCE

Your Company has established a strong framework for
ESG governance and monitoring. The governance of ESG
performance starts at the highest level, the Board level.
Your Company was one of the first NBFCs in India to
enhance the scope of its CSR Committee to include ESG
(in 2021).

E Sustainability Performance

The Board collectively has deep expertise in sustainability
and ESG. Mr. Shailesh Haribhakti, Independent Director
and Chairperson of the CSR and ESG Committee, has been
conferred with the Global Competent Boards Designation
(GCB.D). The certificate programme covers strategic topics
including ESG, climate, diversity and inclusion, human
rights, SDGs, supply chains, anti-corruption, transparency,
data use, cyber security, tax, investment, pay, engagement,
and disclosure, and the future of good corporate
governance.

[T ESG GOVERNANCE

» Board approved Company's ESG vision statement, goals,
and strategy as part of the Lakshya 2026 plan

» The practice of focused discussions on ESG performance
in quarterly Board meetings was followed

» The Board has been regularly updated on changing
climatic scenarios by the Chief Economist

» Board evaluation includes ESG considerations as one of
the parameters

» The important decisions taken at the Board/Committee
meetings are communicated to the departments/
subsidiary companies concerned promptly to enable
timely action, if required. The necessary action taken
report is also placed at the meeting(s)

» ESG-related KPIs have been included as part of the KPIs
of senior management. The MD & CEO compensation
consisted of ESG as one of the KPIs and was reviewed
on a half-yearly basis. A success metric has been defined
and is used for financial returns

The NRC has ensured that the MD & CEQ’s compensation
has a long-term Performance Alignment.

To strengthen controls, in FY23, ESG processes were
audited by the internal audit team.

During FY23, the Company has complied with all
applicable environmental and social regulations. The
Company has not paid any material penalties to the
regulators.
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LTF has a booksize of ¥ 80,893 Cr with retail book at ¥ 61,053 Cr (75% of overall book across various
retail products). LTF expects to continue the journey towards retailisation and grow at a CAGR of at
least 25% with retail as a percentage of the overall portfolio to be around 90% by FY24, thereby
achieving Lakshya 2026 goals ahead of time.

In FY23, your Company saw sustained growth in NIMs + fees on the back of highest annual retail
disbursements even in an increasing interest rate environment. The overall yield increased from
12.91% in FY22 to 13.61% in FY23.

The profit before tax (before exceptional items) amounted to ¥ 2,348 Cr for FY23, i.e., an increase of
57% on a y-o-y basis. The profit after tax (after exceptional items) amounted to ¥ 1,623 Cr for FY23
compared to ¥ 1,070 Cr for FY22. The retail PAT contribution was 69% in FY22, which increased to
85% in FY23 in line with retailisation strategy.

The debt/equity ratio for FY23 was 3.86 compared to 4.27 for FY22.
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AAA rating Prudent ALM

CRISIL, ICRA, CARE, Along with Changing
India Ratings Portfolio Mix Towards Retail

Lowest-Ever Leveraged

Yearly WAC Priority Sector Loans

FINANCIAL PERFORMANCE

Despite macro challenges, LTF witnessed strong financial performance in FY23. This was primarily driven by your Company’s
renewed approach towards its strategic objectives and strong business capabilities. Retail disbursements were the highest-
ever annual retail disbursements and increased by 69% from % 24,901Cr in FY22 to % 42,065 Cr in FY23. There has been
significant growth across all the retail segments.

Despite policy rates having increased by 250 bps, the yearly WAC decreased by 4 bps in FY23. Retail PAT increased by a
whopping 87% from ¥ 739 Crin FY22 to % 1,384 Crin FY23.

Your Company’s retailisation strategy is built on the foundation of its customer-centric approach, enhanced uptake of digital
analytics, optimum distribution strategy, revamped product strategy and a strong cross-sell and up-sell franchise.

Rapid strides were made towards the targeted ROA as part of Lakshya 2026 goals. The Retail ROA for Q4 FY23 was 2.95%,
closer to the lakshya target of 3%.

RETAIL ROA QUARTERLY TREND Fya3 e
RETAIL ROA TARGETED ROA
Q1FY23 Q2FY23 Q3FY23 Q4FY23 TREE TREE
0 11.87%
157% 41339 1138%
&0 NIMs + Fees I 11.54% 1%
. O
9 4.45% 4.49%
£.30% 4.40%
Opex I 4.41% 4%
O
5.03%
3.46% 3.11% 3.01%
o Credit cost 3.59% 3%
. n
5 48% 261% 2.95%
b4 1.60%
"9 RoA I 2.46% 2.8-3%
[o,
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Asset Quality

0.71% of Retail Net Stage 3 for a company which operates in 50% rural retail market highlights the impeccable
Retail Asset Quality.

B GS3(RCn
79% <
719
% NS3 (R Cr)
1976 2,081
1,720 - : —# GS3 (%)
NS3 (%)
. 1421
1.14% » ; PCR (%)
o ° 0.73% 0.71% & o
Q4 Fy22 Q3 FY23 Q4 FY23

Effective Q1 FY23, Asset Quality numbers are based on EAD (Exposure at Default), past comparative numbers have also been restated from Principal
basis for comparison

Your Company carried additional provisions in the retail book of ¥ 1,171 Cr (macro, enhanced and OTR provisions)
corresponding to 1.99% of standard book in addition to GS3 provisions and ECL (Expected Credit Loss) on standard assets.
Additional one time impact of fair valuation of wholesale book consequent to change in business model was undertaken in
FY23 amounting to % 2,687 Cr.

In addition to having a favourable liquidity position, LTF has demonstrated strong resource raising ability and adequate
capitalisation. LTF used a prudent ALM and investment strategy and continued to maintain cumulative positive liquidity gaps.
LTF maintained adequate liquidity despite large inflows from prepayments and sell-downs in the wholesale book.

Inspite of the rising interest rate environment, LTF has outperformed due to its astute asset management. Although policy
rates increased by 250 bps y-0-y, your Company’s WAC reduced by 4 bps.

Diversified Liability Mix

41%
50%

FY22 FY23
¥ 85,201 Cr ¥ 83,043 Cr

Bank loan B NCD Pvt m Retail NCD B CP  m External Commercial Borrowings B Others
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Weighted Average Cost of Borrowing (WAC)

8.08%
)
\7-50 % 7.46%
—
FY21 FY22 FY23
7.82
o 7.71%
\7.65/0 7.64% 7.53% 7.47% 7.54%
. (] o) 0,
— 734% oo, 7.33% -
—_— S /
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23
Structural Liquidity Statement
B Cumulative Inflows (F Cr)
Cumulative Outflows (Z Cr)
71,852
49,994
31,442 35,252
20,206 21,604 24,114 | 20,911
l 8,403
Il 1,106 I1,435 3.717 ‘
o | il o
1-7 8-14 15 days - 1-2 3-6 6-12
days days 1 month months months months months

Cumulative Positive Gap

Cumulative

19,100 20,169 20,397 23,040 25,023 29,083 36,600

1728% 1405% 549% 274% 181% 139% 104%
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Interest Rate Sensitivity Statement

1 Year Gap inCr
Re-priceable assets 65,836
Re-priceable liabilities 50,813
Positive 15,023

Furthermore, LTF is one amongst the first in the NBFC sector to raise Sustainability Linked Rupee Loan by committing to
achieving progress on three important sustainability linked KPIs relating to Water Positivity, Carbon Sequestration and
Responsible Lending to women entrepreneurs, especially in underserved communities. This in turn reflects well on future
borrowings.

The Company has received highest credit ratings which reflect rating agencies' opinions on the Company’s financial strength,
operating performance and strategic position.

Credit Ratings — LTFH and its subsidiaries

» Long-term ratings of LTFH and all its lending subsidiaries have been reaffirmed ‘AAA’
(Stable Outlook) by all 4 rating agencies:

Ratings Update ° CRISIL: September 2022
° CARE: September 2022

° India Ratings: April 2023
°

ICRA: August 2022

Key strengths highlighted by Rating Agencies

Diversified business mix with strong presence across the financial services space

Strategic and strong support to financial services business by the parent, L&T Limited (L&T: AAA)
Strong resource raising ability and adequate capitalisation

Comfortable liquidity position

vvyyVwyy
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FOR THE YEAR ENDED MARCH 31, 2023

Year ended

E Sustainability Performance

CONSOLIDATED STATEMENT OF ECONOMIC VALUE GENERATED AND DISTRIBUTED

Year ended

Particulars March 31, 2023 March 31, 2022
(R inCr) ®inCr)
1 Economic value generated:
(a) Turnover 13,004.50 12,320.38
(b) Other income 702.70 596.15
(©) P.rofit bgfore tax from 2639.96 _
discontinued operations
Total economic value generated (a+b+c) 16,347.16 12,916.53
2 Economic value distributed:
(a) Operating cost 1,354.18 1,108.60
(b) Employee wages and benefits 1,444.95 1,178.07
(c) Payments to providers of capital 5,921.16 5,754.17
(d) Payments to Governments 1,282.82 467.80
(e) CSR initiatives and donation 22.13 13.52
Total economic value distributed 10,025.24 8,522.16
(a+b+c+d+e)
3 Economic value retained (1-2) 6,321.92 4,394.37
Note:

Numbers are reported as per Indian Accounting Standard

Non-cash items are not considered while calculating economic value retained

Profit before tax from discontinued operation includes gain from sale of subsidiary

L&T Finance Holdings Limited
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SUSTAINABLE FINANCE

The volume of rural credit in India is insufficient to meet
the agriculture sector’s requirements. In India, the rate
of credit penetration is quite low, and nearly 50% of
the population has limited or no access to formal credit.
Furthermore, approximately only 28% of rural women
have access to formal credit. There is a serious lack of
knowledge about the available sources of credit.

India’s Two-Wheeler industry has been witnessing growth
over the last decade, driven by a surge in demand for
the same in urban and semi-urban areas. Owning Two-
Wheelers is an aspiration for a lot of Indians belonging
to rural and semi-urban sections as it not only leads to
enhanced mobility but also paves the way for improved
livelihoods. It has a catalysing effect on the productivity
of people by helping them to save time and energy to
perform their tasks. The Indian Two-Wheeler industry

has a market value of ¥ 89,000 Cr - Industry Point of Sale
(January 23) and is expected to grow to ~18% y-o-y by
2026.

One of the biggest challenges for SMEs in India is access
to finance. Many SMEs struggle to secure bank loans and
other forms of financing due to lack of collateral and a
good credit history.

The aforementioned issues, call for financially inclusive
actions and a focused approach to bridge the economic
divide between rural and urban India. With the objective of
financial inclusion, LTF aspires to develop and offer products
that directly address the existing credit issues faced by

the population’s underserved and marginalised sections.

It endeavours to reach the marginalised and vulnerable
sections by providing last-mile access to finance.
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60.09 lakhs+ [/6.57 lakhs+ | 23,539

Women Beneficiaries NTC Customers in Rural Electric Vehicles
Received Rural Group Group Loans & Micro Financed
Loans & Micro Finance Finance

Supporting EV financing and few RE
Projects

Last mile credit to the marginalised
sections of society

W@

e Farmer Finance and Rural Group Loans
Retailisation and prudential capital AN & Micro Finance for fostering enhanced
allocation productivity and greater income
generating capacity

Sl
QJ[d

LTF through the Lakshya 2026 strategy integrated the tenets of sustainable finance with the larger objective of fostering
financial inclusion through its product offerings. It has focused on developing these offerings for both its urban and rural
customers. In FY23, rural livelihood financing comprised 51.2% of LTF’s loan book. As for the customer base, your Company
supports those with repeat loans based on need and repayment capacity. LTF plans on leveraging technology to continue
building on its rural franchise and establishing its urban franchise through cross-selling and up-selling.

As a part of its sustainable finance strategy, LTF focuses on extending financial assistance to priority sectors such as
agriculture, agri-allied services and SMEs to serve the unbanked and marginalised population and ensure availability of credit
which will aid economic growth. Rural Group Loans & Micro Finance are provided to women who undertake agriculture and
allied activities, manufacturing, trading or services related to micro-enterprise. The access and availability of credit fast tracks
the establishment and growth of micro-enterprise and enhances not only the income earning ability of the women in rural
areas but also promotes financial well-being of the household.
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% Products

While keeping LTF's customers at the core of its operations, your Company has launched products and services that cater to
a varied customer base and also promote various E, S, and G themes. The customers that LTF focuses on include small rural
entrepreneurs, farmers, urban individuals and urban businesses. The products offered by LTF are categorised into rural and
urban financing.

1 RURAL 2
Farmer Finance Rural Business Finance
(Farmer) (Small Rural Entrepreneur)
. a—
S~
Rural Group

Farm Equipment

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

o .
SME Finance

(Urban Business)

@ =
Urban Finance

(Urban Individual)

Existing offerings in LTF's product portfolio consist of Rural Group Loans & Micro Finance, Vishwas and Pragati Loans, Tractor
Loans, and Warehouse Receipt Finance within the rural financing segment while urban financing comprises Two-Wheeler
Finance, Consumer Loans, Home Loans, LAP, loans to professionals, and Business Loans. LTF is expected to launch products
in the near future, considering the varying needs of rural and urban consumers in line with moving from ‘product-focused’
to ‘customer-foucesd’ approach. For instance, the Warehouse Receipt Finance product focuses on the post-harvest stage

of agricultural produce, wherein farmers are encouraged to store their produce in professionally managed warehouses to
minimise wastage. The stored agro-produce can be used as collateral for farmers to secure loans from LTF.
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LTF strives to continue extending credit for projects with a positive environmental and social impact. LTF integrates ESG
criteria in its lending decisions and is committed to driving ESG based financing going forward. It recognises the pivotal role
of finance in restructuring and managing the transition to a low-carbon world. Your Company has been creating an impact
through its sustainable finance initiatives. Your Company’s rural loan book (Rural Business Finance + Farmer Finance) from
low-income states as on March 31, 2023 stood at ¥ 15,526 Cr.

LTF has also been promoting sustainable transport and EV financing with the dual objective of benefitting the environment
and supporting livelihood of youth in semi urban areas. In FY23, your Company financed 23,539 EVs. Through its Urban
products like Loans to Professionals, Business Loans (SME loans), Two-Wheeler Finance & Loan Against Property, your
Company provides access to finance for business and growth opportunities. With the objective to enhance the livelihoods
of the masses in rural areas, your Company offers Farm Equipment Finance and Rural Group Loans & Micro Finance (for
women entrepreneurs). Through the rural finance portfolio, LTF focuses on contributing to financial inclusion and bringing
the marginalised populace within the formal credit system, thus promoting entrepreneurship and enhancing income-
generation capability.

Environmental Parameters considered during Loan Appraisal

;@: Floods or high Earthquakes &
) rainfall i seismic zones

2 Extreme climatic
Cyclones -
conditions

Droughts

Your Company’s services and products have been powering the ‘India growth story’ through financial inclusion and its
emphasis on inclusive growth and development, with a focus on women empowerment and representation to boost
socio-economic development and the achievement of SDGs. From the social impact perspective, LTF provides finance
through Rural Group Loans & Micro Finance, Two-Wheeler Finance, SME and Farmer Finance to those sections of
society that require financial assistance for enhanced productivity and economic progress. LTF services 40+ aspirational
districts of India.

@ Credit Policy

LTF's comprehensive credit policy sets out the broad framework for providing credit to its customers. It aligns with the
industry’s statutory guidelines and prudent lending practices. The credit policy is applicable to all business products of
your Company. It also has a scorecard-based decision model asides the conventional underwriting methodology wherein
the pertinent parameters are suitably deliberated and considered based on historical experience and the dynamic
environment. The portfolio underwritten is closely monitored and the policy parameters including the scorecard variables
are adequately modified based on the portfolio performance.

L&T Finance Holdings Limited 139



@ L&T Finance
—

Historical
performance of
the potential
borrower

Nature of
project

Credit

. Risk Policy
identification
and mitigation

Commercial
and economic

Credit
framework

Adherence to
standards

Security

viability requirements

evaluation

Some key factors considered for large
ticket corporate and project loans include
the nature of the project and concession
structure, commercial and economic
viability evaluation, risk identification

and mitigation, adherence to standards,
credit framework or guidelines, security
requirements including adequacy and
enforceability, among others.

For refinancing requirements, LTF considers
factors such as credit rating, operating,
and financial performance, the status of
the account with existing banks/financial
institutions, and outstanding amount
(including accrued interest/charges),
among others, as part of the credit
appraisal process.

Relevant delegation holders approve the Credit Proposals in line with the Credit Delegation Matrix approved by the Board.
All proposal approvals are valid for one year from the date of approval or the date mentioned in the approval or the specified
product note, whichever is earlier.

In FY23, LTF adopted a renewed approach towards infrastructure financing, initially focusing on a capital-light asset model of
investment and thereafter implementing accelerated sell-down of the portfolio.
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Your Company is required to comply with the Board approved exclusion list in its lending decisions.

Forced labour or exploitative forms of child labour

Trade in wildlife/wildlife products

Gambling, casinos and equivalent enterprises

Production or trade of weapons and ammunition

Production or trade of wood, tobacco & forestry products which are prohibited under Indian laws

Production or trade of hazardous substances/chemicals and banned pharmaceuticals prohibited under Indian laws

Financing of mining

Financing of thermal projects
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ﬁ LTF's Approach for Raising Credit Lines

As a part of its sustainable finance strategy, LTF focuses on extending financial assistance to priority sectors such as
agriculture, agri-allied services and SMEs to serve the unbanked and marginalised population. Your Company identifies and
seeks funding from international lenders that best meet the said requirements.

Mobilising funds for sustainable investments calls for tapping into appropriate funding platforms and lenders. In FY23, LTF
raised a total of T 585 Cr from banks and financial institutions, including CTBC Bank, MUFG Bank, and Standard Chartered,
through their Sustainability Linked Loans and long-term loans under priority sector lending offerings. These loans were then
further disbursed by LTF for the purpose of agriculture and allied activities like tractor funding.

LTF focuses on identifying lenders and organisations extending sustainability-focused funds. Relevant KPI and progressive
ESG targets are identified and committed by LTF as part of funding secured from the lending agencies. One such instance is
that of Sustainability Linked Loans (SLL) secured by LTF from CTBC Bank, wherein your Company has committed to achieve
targets and has exceeded expectations.

In FY23, LTF mobilised funding from Sequestered/Offset 13 &nov
Standard Chartered Bank, Mitsubishi 547 tCO2e annually in FY23 @
UFG Bank and CTBC Bank Taiwan. through plantations
T175Cr
Became Water Positive in FY23 CLEAN WATER
through replenishing 280.66 lakhs =
KL of water against 2.51 lakhs KL E
T50Cr of water consumed in operations

GENDER

Increased the number of women EQUALITY
micro loan borrowers to 60.09
lakhs, in FY23

ndard Chartered T360Cr

14l

For securing funding, LTF adopts sustainability targets, puts in action plans to achieve the targets and these are measured at
the end of the financial year. LTF publicly discloses the performance/achievement status of the same. If the target is achieved,
then upon detailed evaluation, and as per the contract, the lender reduces the interest rate.

The social loan was utilised to fund financing of tractors by 6,701 farmers in FY23. LTF progressively utilises the priority
sector lending mandate to facilitate social equity. In FY 23 your Company secured a PSL loan of % 8,758 Cr.
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For all its financing activities that are funded through the proceeds from AlIB and IFC, the due diligence
process ensures that the funding thus obtained is directed into investments that leave an ESG impact. The
objective is to ensure compliance with applicable EHS norms and applicable social standards, laws, and
regulations and ratified international conventions.

Identify Due Target Securing Periodical
Lenders Diligence Setting Funds Review
Identification of To ensure that LTF Setting targets Availing the Periodical reviews
lenders offering supports projects/ and KPIs credit facility to evaluate the
Sustainability investments with to monitor and obtaining impact being
Linked Loans (SLL) an ESG impact performance funds from the created by the
lender investments

There are periodical reviews conducted during the entire loan tenure. Factors considered for projects financed by
AlIB and IFC:

/@\ Environmental Health & Safety (EHS): LTF gives greater preference to institutions/organisations
%—@ (borrowers) that have established and implemented formal EHS frameworks in their systems.

Hazardous Waste Management: LTF and its borrowers have agreed to allocate a dedicated area
g{% for storing hazardous waste, which shall be demarcated and maintained at the project site. Any
@y other measures in waste management are to be undertaken by authorised agencies keeping in view
statutory requirements.

Engagement of Women Contractors: LTF and its borrowers have decided to take a gender-
inclusive approach and give preference to engaging women contractors, wherever feasible.
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LTF extends financial solutions to the rural segments and caters to the diverse financial needs
of its customers. As a part of its manufactured capital, LTF seeks to broaden its customer reach
to rural and underserved areas. To attain this, LTF is deploying new initiatives and introducing
new products to its product portfolio. As part of the intellectual capital, LTF strives to improve
customer experience through innovative product offerings supported by digitalisation, data
analytics and better risk mitigation. LTF also endeavours to build a high-quality portfolio and
resilient business model while simultaneously establishing a large customer base.

Your Company has recalibrated product growth strategy, encircling the customer through
customised retail products.
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Launch of new
products to allign with
customer needs

Improvement in
collection efficiency

Increase in outreach by

Improvement in IT expansion of

systems down-time Q{}Q geographical footprint

Highlights

74% customer

interactions through Reduction in TAT
digital channels

ISO 27001
compliance

PRODUCT DEVELOPMENT

LTF is a prominent provider of financial solutions in India, catering to the diverse financial needs of its customers. In 2016,
LTF launched LTFS 2.0, aimed at transforming your Company by focusing on the ‘Right Business’, ‘Right Structure’, and
‘Right People’ pillars. Your Company has, since, established a ‘Right to Win" across four businesses. The Company's lending
businesses include Rural Business Finance, Farmer Finance, Urban Finance & SME Finance. LTF's use of digital and data
analytics has helped it gain a competitive advantage over the last few years.
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Farmer Finance is mainly aimed at financing agricultural operations and meeting the credit requirements of farmers. Rural
Business Finance offers a range of loan products and services to help rural businesses especially women entrepreneurs grow
and prosper. The SME business works towards addressing the working capital needs of self-employed professionals and
businesses. Through its Two-Wheeler Finance, LTF provides mobility solutions that also help for income generation activities.

Q
5?@? Way Forward in Product Portfolio

LTF focuses on bigger and better innovations. Your Company’s technology platforms are delivering faster, more sustainable
and stronger products and solutions for its customers. LTF is consistently innovating and working on process and product
innovations. LTF is working on the following pillars for creating a sustained growth and profitable engine.

Continued Product Launch of New
Excellence Products
Cross-Sell and Upsell to App & Digital-Based
Existing Good Customers Channel Expansion

Geo-Expansion, Pan
- India Footprint

Your Company’s digital transformation initiatives have enhanced its capability to monetise data, thereby enabling LTF to
provide a wider variety of personalised loans such as Consumer Loans, Vishwas/Pragati Loans, and Kisan Suvidha Loans to its
existing clientele.Your Company’s product penetration per customer increased to 4 in FY23.

In FY23, LTF concentrated on sustainable and rapid retailisation, increasing its retail book share to 75%. Your Company also
maintained its market share across its businesses while gaining a higher market share in Two-Wheeler Finance and Farm
Equipment Finance. The focus on new products is expected to drive retailisation.

The Company has introduced a new concept of perpetual group for its Micro Finance business, which enables credit-
approved customers to be added to another credit-approved group, reducing waiting times and providing better services
with lower turnaround time and reduced operational costs. Additionally, your Company is launching Rural LAP, which
will offer higher loan amounts to customers with excellent repayment track records, providing greater financial stability
and enabling them to engage with a wider set of buyers. Your Company is also developing Business Loans to cater to
the working capital requirements of small-scale businesses, initially targeting male members of households of the current
customer base.

LTF has introduced Warehouse Receipt Financing (WRF), a first-of-its-kind, to transform the loan facility journey against agri-
commodities digitally. With loan applications being sanctioned within 24 hours, this facility will offer quick disbursement
and seamless release of commodities for agri-customers. WRF will provide its customers quick disbursement and flexible
repayment with no foreclosure charges. This facility can be availed currently by farmers, traders and processors of four states,
namely Maharashtra, Madhya Pradesh, Rajasthan and Gujarat. The enriched paperless experience promises to streamline the
financing process and give a much-needed boost to the agricultural sector in India.

‘ 146 ‘ Integrated Annual Report 2022-23



E Sustainability Performance

Strengthening Capabilities to Support Product Innovation

For creating a Fintech@Scale, your Company is building its foundation on product leadership and process excellence.

While LTF is already a leading player in Farmer Finance, Rural Business and Micro Finance and Two-Wheeler Finance, it is
aggressively moving towards capturing a significant market share in the Home Loans, SME Loans and Consumer Loans
business. It is building its customer journey through advanced underwriting, disbursement, collection efficiency, and
servicing. LTF employs the right mix of digital, assisted and manual means in underwriting, disbursement, collection, and
servicing. As part of customer retention, your Company is strengthening its capabilities in cross-selling and extending repeat
loans to existing/regular customers.

As part of the customer engagement process, LTF strives to build an omni-channel customer ecosystem; one that includes a
seamless customer engagement platform and a system of identifying precise customer expectations/needs. Moreover, digital
analytics plays a pivotal role in driving the digital customer journey. In each business segment, LTF has successfully embedded
data analytics in sourcing, underwriting and collections. While your Company is making strides in digitising the process
followed in its urban and rural finance business, the Farmer Finance segment is an end-to-end digital and paperless journey.
This underscores the organisation’s firm resolve to emerge as Fintech@Scale.

Sourcing Franchise - Servicing Franchise

27,506 employees, Autonomous Assisted

1,862 branches Channels Channels

v SHO portal v Branches

@fﬁ v Chatbot v Cell centre
' e

2,500+ Dealer Partnerships
(Farm Equipment Finance)

5,500+ Dealer Partnerships
(Two-Wheeler Finance)
500+ Channel Partnerships v WhatsApp v Employees/

(Home Loans/LAP) % agencies
PLANET app (pre-approved), call ﬂﬂ]ﬁ ~ PLANET app

centers, E-Aggregator

LTF is committed to adding value to customer engagement via rendering seamless and efficient customer experience.

Going further, LTF has been working relentlessly towards strengthening its sourcing franchise by expanding its geographical
footprint and its servicing franchise by increasing autonomous and assisted channels. The autonomous channels include SHO
portal, the PLANET app, WhatsApp and Chatbot, while the assisted channels cover branches, call centres and employees.
Furthermore, by expanding its pan India footprint, LTF is enhancing its reach to a larger customer base. There is also a better
direct autonomous connect that LTF has with its customers. By developing and deepening the customer connect, LTF is also
building its ability to manage potential risks during the product life cycle.

LTF has developed self-service platforms using automated channels to improve customer interactions. These platforms
include the PLANET app, which offers a comprehensive solution for sourcing, servicing, and collections. Additionally, user-
friendly Chatbot and WhatsApp platforms are available 24/7, allowing customers to access services easily.
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DIGITAL & IT

The Lakshya 2026 strategy of the Company is to aspire, to become a digitally enabled Retail Finance company by 2026. LTF
is accredited for its industry-best TAT, bias-free credit decision-making, ease of doing business and strong collections owing
to its digital onboarding solutions, online verification processes, automated and analytics-driven underwriting, independent
risk containment mechanisms, omnichannel servicing and UPIl-enabled collections. This is supported by its stable and secure
cloud infrastructure.

Further, in the journey towards becoming increasingly customer-centric, LTF has also enabled servicing through WhatsApp
and has launched the PLANET app to facilitate autonomous journeys and build customer communities.

Digitalisation has become a critical element of business strategy in today’s evolving and competitive market. LTF is moving
from a product-centric approach to a customer-centric approach. Therefore, it is essential to incorporate digitalisation into
its processes. Your Company has incorporated a number of new initiatives through its digitalisation realm in FY23 to bring
about a transformation in the manner it conducts its business and operations.

At the same time, your Company is steadily transforming into a digitised organisation by translating data into a digital
format. For example, consumer loans are a digitally native product for LTF wherein the entire process has been digitised.

If a customer wants a Consumer Loan, then he/she will have to initiate the process themselves. The journey can be done
through the PLANET app or the URL available on the website. Simultaneously, LTF is also expanding its growth by focusing
on digitalisation, integrating analytical inputs, fintech, and changing processes in the organisation. LTF is integrating digital
technologies into various aspects of its business operations such as sourcing, decision-making, monitoring and customer
service. By doing this, your Company can improve operational efficiency, reduce costs and enhance customer experience.
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Paperless Journey at LTF

LTF is embarking on a paperless journey by taking advantage of digital. LTF has adopted a host of measures to
ensure that all manual paper processing is converted to digital processing.

Your Company is actively involved in developing advanced digital workflows. To illustrate, LTF has collaborated
with several partners to eliminate the need for physical documentation by making the lending process 100%
paperless, thereby reducing risks across all domains. These partnerships include e-document templating for
loan and Credit Life Insurance (CLI) agreements, online document signing, e-stamping of agreements, as well
as conducting checks on PAN, Goods And Services Tax Identification Number (GSTIN), employment details,
phone numbers, Optical Character Recognition, and KYC verification among others.

Your Company has also implemented intelligent document processing and data fetching to ensure that
manual data entry is kept to a minimum. Furthermore, through the introduction of e-sign and e-stamp, LTF has
reduced paper consumption and the additional effort required to collect and store physical agreements.

Focus Areas of Digital & IT

Customer
Identification and
Application

Customer Service

Collection
Mechanism

Data Intelligence
for Monitoring

Evaluation and
Fulfilment

Resilient and Secure

Risk Mitigation IT Architecture
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As per the Lakshya 2026 goal, analytics is a key pillar in the strategy to aim, innovate and create. The use of data analytics,
automation, and digital platforms can enable LTF to make better and faster decisions, increase transparency, and provide
real-time insights to users. LTF has been taking the necessary steps to develop its digital and data analytics capabilities.

Customer-centric approach supported through Digital and Data Analytics
@ UnderWriting
Scorecard Algorithm

Disbursement

—
il
—

E-sign E-stamp E-mandate E-doc

Collection

E-NACH UPI PROs App Banking Call Centre

B
PAY
g Servicing

SHO Chatbot Branches WhatsApp Call Centre PLANET App

LTF has been striving to help customers obtain services in a seamless and convenient manner. For this, it has created a
customer data mart that provides a comprehensive 360-degree view of customers, which has significantly boosted your
customer servicing capacity.

Your Company has established an omni-channel connection that facilitates personalised and interactive service for
customers. In addition to directly connecting with customers, the Company offers 24/7 self-help options through the
website, PLANET app, chatbot, IVR, and WhatsApp, which in turn reduce customers’ dependency on branches and call
centres. LTF has successfully reversed the funnel by providing user-friendly and need-based alternatives, with 42% of
interactions coming from self-service channels.

Implemented a customer data mart to provide a 360-degree view of customers
Established an omni-channel connect

Introduced 24/7 self-help options like a website, PLANET app, chatbot, IVR, and WhatsApp
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Case Study
PLANET App

LTF had been providing offline customer service channels, where digital servicing options were not available. Digital
servicing enables customer convenience and ease. LTF required customer acquisition from a competitive market in
order to further grow the business. Furthermore, the offline mode of loan application did not allow customers to
approach your Company at their convenience.

Today, it is apparent that customers are increasingly technology savvy and prefer to connect with an organisation
through the web or an application. The online platform is rapidly changing, and customers want to be well
connected to the organisation through online servicing. In FY23, LTF launched the PLANET app, which caters to
customer needs by offering personalised offers as a one-stop solution for customers to initiate the entire loan
process online. In fact the name of the app i.e.; Personalised Lending & Assisted Networks was a suggestion by an
LTF employee, which highlights the inclusive manner in which your Company operates. Your Company had run a
contest inviting suggested names for the app and the final name was shortlisted. The name captures the intent

of the Company in two ways - digital transformation for lending and also the sustainability aspect. The app is a
cutting-edge platform for accessing loans, providing convenience and accessibility to customers. Moreover, the app
enables LTF to track and monitor the loan process.

With the launch of the PLANET app, the Consumer Loan disbursement process has become easier as now

it requires minimal documentation, faster approval and turnaround time. In seven minutes, the entire loan
disbursement is achieved. On the PLANET app, the Two-Wheeler business has a user-friendly digital interface with
built-in technology for loan application wherein the entire disbursement process takes only five minutes. The app
provides a secure and convenient payment option for users to easily make loan payments via UPI, debit card, net
banking, and wallet, among others.

The app provides several features that can be useful for customers, some of which are stated below:

No Objection Interest
Certificate (NOC) Certificates

Easy Access
to Loan
Document

Statements of
Accounts

Mandf-lte Welcome Kits
Details
Repayment Loan
Schedules Details

Transaction
History
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PLANET app has more features which are currently in the pipeline. For example, the rewards and referrals and utility
payments are currently in progress and will be updated on the app shortly.

The app offers personalised services such as Mandi Price for farm customers. This service helps farmers stay informed about
different agricultural products’ prices and decide when to sell their crops. The app also has the option to check credit scores
which can be beneficial for users to understand their credit standing and actively take steps to improve it. Moreover, the
app offers a wellness insurance plan for users to safeguard their families. Through this option, the app aims to provide a
comprehensive financial management solution for its users and help them take steps to safeguard their health and financial
well-being.

The interface of PLANET app incorporates an easy flow of steps. There are several features and processes that have been
implemented to reduce the disbursement TAT. The app allows customers to set up an e-mandate through the app. Doing
so streamlines the loan repayment process and reduces the risk of missed payments and expenses of additional late fees.
Additionally, there is a Quick Pay service to pay EMI on time by various modes of payment options with instant receipts,
further enhancing its trustworthiness. The App has background quality checks to ensure that users who apply for loans are
creditworthy and less likely to default. This helps to improve quality checks and reduce the risk of loan defaults.

The microservice architecture enables every feature to function as an independent block communicating via language-
independent APIs. This allows LTF to update a particular part of the application without concerns about the dependencies
on other features. It also facilitates building and sustaining an external ecosystem. LTF has hosted the application over
Google Cloud (GCP) with Google Kubernetes Engine (GKE) supporting the containers to make up for the workload and for
near-zero downtime.

Various innovations have been used in the development of the App, for example:

» Modularise development with granular level fully functional and customisable building blocks/micro-apps to
reduce time to market

» Drag-and-drop digital components built to instantly build different Ul and UX flows
» Fast tracking of app development with a built-in reusable collection of templates, widgets, among others
» Quickly bind services to Ul with newly developed visual data binding capabilities

» Deliver consistent and unified omni-channel user experiences

The PLANET app is considered a strategic step in the Lakshya 2026 plan. LTF's objective is to provide a seamless customer
experience while helping the organisation scale its business digitally. Moreover, it intends to reduce collection costs and drive
digital servicing. Keeping in mind both urban and rural customers of the Company, the PLANET app is available in 12 Indian
regional languages which include Hindi, English, Bengali, Kannada, Malayalam, Tamil, Telugu, Marathi, Odisha, Assamese,
Punjabi, and Gujarati. The App serves as a geo-agnostic sourcing and servicing channel and has generated business of over
% 1,650 Cr (including website), and collections of over ¥ 240 Cr and is servicing more than 46 lakhs+ requests.

Lastly, the App has enabled customers to avoid visiting physical branches or call centres for service-related queries. The

key features are available on the App, eliminating the need for customers to visit a physical branch or call the call centre to
obtain the documents / information stated above. This has improved the customer experience and made it more convenient
for customers to access loan information and support.

‘ 152 ‘ Integrated Annual Report 2022-23



E Sustainability Performance

3 Mn + App ¥ 1,650 Cr+
Downloads Business

T 240 Cr+
Collection

and Rated
Finance App

.@ .D@
Highly Ranked @ ’
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A significant aspect of going paperless has been in the customer identification and application process at LTF. Your Company
has also been using digitalisation in the customer identification and verification journey.

[¢)

Q@ Identification of Potential Customers

The Company has been utilising digitalisation to:
» ldentify potential customers by leveraging next-generation technology driven by Al fintech experts

» Gain a better understanding of the borrowing history and repayment capabilities of potential customers
before lending

This has led to the identification of creditworthy customers and enabled your Company to make better
credit decisions.

55

LTF has incorporated Digital KYC to directly verify the identity of customers with the Unique Identification
Authority of India (UIDAI) portal and Digilocker. This implementation has led to a reduction in errors and an
overall improvement in the customer experience.

Verification of Customers

E@II\I Optimising Data Entry Processes

Manual data entry is a process that is not only time consuming, but also expensive and prone to errors. To
eliminate the need for manual data entry, your Company has taken multiple steps.

» After conducting thorough reviews, irrelevant questions are removed, resulting in a reduction of data
entry fields.

» Additionally, dropdowns and multiple-choice questions are added to forms to minimise typing efforts.

‘ 154 ‘ Integrated Annual Report 2022-23



ﬁg\i{f" Collection Mechanism

/

The increasing adoption of digital payment methods
reflects a clear shift in customer behaviour. To align with
these expectations, LTF has partnered with multiple
payment aggregators to offer a variety of digital
repayment options. These include E-mandate/E-NACH,
payment gateway, net banking National Electronic Funds
Transfer (NEFT) and Immediate Payment Service (IMPS), UPI
payments, wallets, debit cards, payment partners, and the
D2C app. The Company includes a digital payment link to
make online payments easier in the reminder messages
sent to customers. LTF has also introduced a ‘Quick Pay’
option on its official website, allowing customers to

make payments quickly through any mode. This provides
customers with an additional option and offers a range of
payment options. By promoting different payment modes,
LTF has reduced cash collection, eliminated collection
costs, and improved customer experience.

g’ ; Data Intelligence for Monitoring
%

Your Company has developed and launched a self-service
business intelligence application that aims to democratise
enterprise data and provide real-time insights to all users
at their convenience. The conventional tabular reports
have been substituted with a user-friendly push-based
mobile application that addresses the limitations of

the current platform and offers numerous benefits like
self-service Business Intelligence (Bl), Visual Analytics,
Data Storytelling, Natural Language Query (NLQ), and so
on. The implementation of this initiative has resulted in
improved, faster, and more relevant decision-making.

Evaluation and Fulfillment

LTF has developed a robust algorithmic platform based on
data analytics for business evaluation purposes, drawing
on past experiences. The platform utilises data analytics
to verify customer information such as demography,
credit history, credit bureau output, and asset selection.
This approach has allowed your Company to evaluate
borrowers’ eligibility more accurately and make prudent
lending decisions.

E Sustainability Performance

Your Company has shifted from manual, time-

consuming, rule-based underwriting processes to digital
technology-powered processes that provide instant,
real-time approvals. The implementation of straight-
through processing has resulted in greater efficiencies

and an improved customer experience. Analytics-driven
underwriting has eliminated bias in credit decision-making,
and your Company’s digitalisation efforts have resulted in
LTF achieving industry-best turnaround times, making it a
preferred lender for both customers and dealers.

@ Resilient and Secure IT Architecture

Your Company has transitioned to an optimised
cloud-native architecture after embarking on its
paperless journey. LTF's IT infrastructure is equipped to
accommodate new digital solutions without any concerns
regarding technology integration, performance, or
security. This has been characterised by the migration
from a two-tier (application and database) to a three-tier
(application, database, and web) system with updated
versions, system re-architecture and optimisation,
performance enhancement measures, and secure
migration. Additionally, LTF has established a disaster
recovery data centre on the Google Cloud Platform.
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ﬁ Risk Mitigation

Your Company’s comprehensive digitalisation initiatives,
covering sourcing, credit decisions, and monitoring, have
effectively reduced risks, particularly in collections. The focus
has been on targeting the right customers at the right time
and channels for payment collection. Your Company has
developed customised strategies for each collection bucket
(X, 1-30, 30-60, 60-90, and 90+), segmented data monthly,
and developed models to forecast payment propensity, roll
forward, roll back, or stabilise. By utilising these models,

the Company prioritises collection efforts and overlays
customer-level dominant timing and channel behaviour of
recent payments to determine the appropriate time and
channel to contact the customer.

Your Company has also been continuously improving its
security posture by utilising the latest security tools and
techniques. In FY22, your Company obtained ISO 27001
certification by passing the technical assessment of 14
security domains and 114 controls. This achievement is a
result of your Company’s consistent focus on structured
processes, controls, policies, and procedures on
information security. This has further increased the trust
and confidence of LTF’s customers and partners.

Your Company successfully completed the process
towards achieving ISO 20000 2018; Information
technology- service management system in FY23 and
received the certification in May 2023.




g Sustainability Performance

Strengthening the IT Infrastructure to Support Digitalisation

For employing data analytics as part of an efficient customer engagement journey, LTF has been taking measures to
strengthen its existing processes. This calls for strengthening its IT systems and identifying potential threats that could
adversely impact critical applications, systems and network devices. LTF takes the necessary steps to capture vulnerabilities
in the systems and addresses the same in a timely manner. The respective departments deploy information security controls
when developing and maintaining web applications, mobile applications, and APIs as appropriate.

Check
Malware

Vulnerability
Assessments

Information
Security Controls
in Web and Mobile
Application

Deployment of
Patches in All
Network Devices
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Infrastructure Improvements
for Digitisation

The information involved in application services transactions is protected to prevent incomplete transmission, misrouting,
unauthorised disclosure, unauthorised message alteration, unauthorised message duplication, or replay. LTF ensures that
the development environment of systems and applications remains secure through well-defined access controls for various
stakeholders.

Moreover, as part of endpoint management, LTF deploys patches to all network devices via the central management system.
Information systems are monitored continuously to identify malicious code or patterns and the necessary preventive actions are
taken immediately. Malware such as viruses, spyware, ransomware, worms, Trojan horses, malicious codes, adware, harmful
mobile code, zero-day vulnerabilities, and other threats in interconnected environments are monitored, prevented, detected,
and removed from the information systems.

As an organisation that handles and manages sensitive customer information and data, LTF considers it an utmost priority

to deploy systems that ensure safe and effective management of such information. Additionally, your Company focuses on
innovative technologies and tools that help enhance the overall customer experience while easing the business process. As part
of intellectual capital, LTF prides itself on its competitive advantage in areas of process knowledge and technical expertise. LTF
has a customer base of over 2 Cr across 21 states. As a result, the Company must institutionalise digitalised processes in its
environment to ease customer engagement, optimise cost, product development, risk management, workflow management
and customer engagement.
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LTF understands the importance of deploying effective

and resilient IT systems and processes. In addition to the
seamless flow of operations, it ensures better control of
organisational processes and performance. LTF is cognizant
of the potential reputational damage and economic

risks arising from mismanaged IT infrastructure and
systems. Your Company has established a comprehensive
framework to address these concerns, including a Board-
level IT Strategy Committee. This Committee is chaired by
an Independent Director. This Committee is responsible for
approving LTF's IT strategy and implementing effective IT
governance and risk management mechanisms.

Your Company has implemented several measures to
ensure the security of its IT infrastructure and systems.
It has developed a data classification solution to ensure
all files are classified according to the defined policy.
Additionally, LTF has implemented a data leakage
prevention (DLP) solution on endpoints and email
gateways to monitor and block the leakage of sensitive
information.

y

LTF has developed a comprehensive Data Privacy and
Cybersecurity Policy and endeavours to obtain the

ISO 27701 certification for its Data Privacy Framework in
FY24. The policy also ensures the security of information
received and gathered during regular business operations.

Your Company conducts employee training and awareness
sessions on information technology and cybersecurity. All

employees are required to complete such training and take
an assessment following the same. In addition to quarterly

phishing drills to enhance employees’ threat detection
skills, LTF sends monthly awareness emails and newsletters
to employees to keep them informed about the latest IT
security trends and best practices.

Furthermore, LTF has implemented a comprehensive
security incident management procedure to manage
security incidents. The procedure defines the roles and
responsibilities of the incident response team members
and provides guidelines for reporting, responding to,

and recovering from security incidents. Your Company
has identified incident response team members and has
documented a Board approved Cyber Crisis Management
Plan, which is updated periodically.

Moreover, LTF regularly conducts external verifications and
vulnerability analyses to identify potential security risks
and vulnerabilities in its IT infrastructure and systems. Your
Company carries out security patching quarterly, and all
applications are subject to application security assessments
once a year or if there is a change. Additionally, external
penetration testing activity is conducted once a year to
identify any security weaknesses that attackers could
exploit. In addition to these measures, LTF has established
an escalation process for raising concerns related to
information and cybersecurity. Grievances can be emailed
to headgro@Itfs.com for concerns related to information
and cybersecurity.

LTF schedules quarterly IT Strategy Committee meetings
to track the initiatives and progress with regard to
information security/cybersecurity strategy and review
processes. This ensures that the Company’s information
security and cybersecurity measures remain effective and
up to date.

During FY23, there were no instances reported to the
InfoSec team regarding any complaints from outside
parties, which were substantiated by the organisation, and
no complaints were received from regulatory bodies.

Furthermore, LTF obtained the ISO 27001 certification

for IT and information security functions. This

certification ensures that the Company’s information
security management system meets the requirements

of the ISO 27001 standard, which includes establishing,
implementing, maintaining, and continually improving the
information security management system.
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LTF has developed a host of IT and information security policies and is committed to ensuring resilient and efficient IT
processes and secure information security practices.

Name of the Policy /

Document

Objective

Scope and Pur-
pose

Details

DATA PRIVACY
POLICY

CRYPTOGRAPHY POLICY

OPERATIONS
SECURITY POLICY

=2 505
et

160

To provide services in
accordance with the
terms of use, ac-
cording to which LTF
acquires an individual’s
written or electronic
consent, which permits
LTF to collect, use,
retain, or disclose their
personal data.

The purpose is to use
minimal amount of
information in order to
operate and provide
the services and gain
consent from the indi-
vidual for the usage of
information to provide
services and products.

This policy provides details on
»  Sharing/Transfer/Disclosure of
Personal Information
»  Unsolicited Information
» Retention of Personal Informa-
tion
» Disposal, Destruction, and Re-
daction of Personal Data
Use of Cookies
Security of Data
Quality
Compliance and Reporting

vvywvyy

To safeguard informa-
tion deemed at risk
and lacking adequate
protection from other
controls, cryptographic
systems. The objective
is to use information
while maintaining con-
fidentiality, authentici-
ty, and integrity.

The scope of the policy
pertains to the informa-
tion systems responsible
for processing, storing,
and transmitting critical
information to various
stakeholders.

This policy provides details on

Use of Cryptography Controls
Key Management

Key Generation

Key Protection
Expiration/Revocation of Keys
Key Escrow

Information Recovery

Key Compromise

Public Key Infrastructure

vVVvVvVvyVvVvVYVYyYVYY

To ensure the correct
and secure operation
of information process-
ing facilities. The aim is
to safeguard informa-
tion assets’ confiden-
tiality, integrity, and
availability.

Employees and
third-party vendors who
utilise LTF's information
assets and processing
facilities are subject to
this policy.

Its scope encompasses
the information assets
and processing facilities
of LTF, including those
hosted in a cloud IT
environment.

This policy provides details about the
operations, procedures and responsi-
bilities to ensure that the information
processing environment is safe and
secure, protection of information pro-
cessing facilities from malware, back-
up of available data to prevent data
loss and reduce the impact in case of
an incident affecting the availability of
information, logging and monitoring,
control of operation software and
information system audit controls.
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Objective

Scope and Pur-
pose
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Details

PHYSICAL AND

ENVIRONMENTAL SECURI-

TY POLICY

SECURITY INCIDENT MAN-

AGEMENT POLICY

@

VENDOR
RELATIONSHIP

MANAGEMENT POLICY

s
>

To prevent unau-
thorised access and
minimise disruptions
to LTF's information
processing facilities re-
sulting from breaches
in physical security or
failures of support-
ing environmental
facilities.

This policy applies to
information processing
facilities at LTF's Head
Office.

This policy provides details about
secure areas to prevent unauthorised
physical access, damage, and interfer-
ence in the information processing fa-
cility and equipment used to prevent
asset loss, damage, or theft.

To implement pro-
active measures that
minimise the impact of
security incidents and
establish a structured
incident response plan.

This policy applies to
security incidents that
compromise assets due
to a breach of confi-
dentiality, integrity, or
availability (CIA). LTF
information resources
within the scope of this
policy include those
hosted in a cloud IT
environment.

This policy provides the details about
the management of information
security incidents and improvements,
which include roles and responsibili-
ties, reporting of information security
incidents, information security weak-
nesses, assessment of and decision on
information security incidents.

To maintain informa-
tion security and ser-
vice delivery according
to third-party service
agreements to protect
LTF information assets
accessed, processed,
communicated, or
managed by vendors.
This involves ensur-
ing confidentiality,
integrity, and availabil-
ity of LTF information
assets on-premises and
off-premises, as well
as compliance with
regulations.

This policy applies to
third-party vendors
accessing LTF informa-
tion assets and facilities,
whether on-premises
or off-premises, as well
as any cloud IT service
provider accessing LTF
information resources,
including those in the
cloud IT environment.

This policy provides details about the
information security in

third-party vendor relations and
third-party vendor service delivery
management, including monitoring,
reviewing, and managing the changes
related to third-party vendor services.
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Name of the Policy /

Document

Objective

Scope and Pur-
pose

VULNERABILITY MANAGE-
MENT POLICY

—XAa

COMMUNICATIONS SECU-
RITY POLICY

=5

HUMAN RESOURCE SECU-
RITY POLICY

(N
S0
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To enhance the securi-
ty stance and minimise
the risks associated
with security vulner-
abilities in LTF. It also
outlines the measures
and procedures nec-
essary for detecting
security vulnerabilities
and establishing a
satisfactory level of
security for both the
infrastructure and
application levels.

The scope of this policy
encompasses employees
and contractors who
utilise the LTF infra-
structure and technical
environment.

This policy provides details about

the roles and responsibilities of the
Infosec team, third-party vendor, and
application team in relation to vulner-
ability assessment, review of findings,
and implementation of appropriate
actions. It also details the procedure
to be followed to conduct the vulner-
ability assessment.

To safeguard and
defend the communi-
cation channels utilised
by LTF to preserve the
confidentiality, integri-
ty, and accessibility of
all information assets.

This policy covers net-
work security manage-
ment at LTF, which also
encompasses the cloud
IT network.

This policy provides details about

»  Network security management
ensuring information protection
within the networks;

» Information transfer policies,
procedures, agreements on [T,
electronic messaging, and con-
fidentiality or non-disclosure of
agreements.

To minimise the pos-
sibility of theft, fraud,
or improper utilisation
of its information sys-
tems, individuals grant-
ed access to LTF infor-
mation systems are
appropriately informed
about their responsi-
bilities for maintaining
information security
and are given access to
information necessary
for them to perform
their duties. The access
is then removed when
not required.

The policy covers hu-
man security manage-
ment at LTF, encom-
passing employees and
third-party vendors.

The policy provides detail to ensure
that the responsibilities are clearly
understood by the employees and
are provided with suitable roles. It
has also detailed procedures to be
followed prior to employment, during
employment, and in the event of ter-
mination and change of employment.
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Scope and Pur-
pose
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Details

INFORMATION
SYSTEMS
ACQUISITION,
DEVELOPMENT AND
MAINTENANCE POLICY

00 O

<>
L 260

ACCEPTABLE USE POLICY

(M)

N

To guarantee that
security is an intrinsic
component of the pro-
cesses related to the
information system’s
acquisition, develop-
ment, deployment and
maintenance.

This policy pertains to
developing, deploy-
ing, and maintaining
information systems,
encompassing business
applications, off-the-
shelf products, and
in-house developed
applications that access,
process, and store LTF's
information. The LTF
information resources
within the scope of this

policy also include those

hosted in a cloud IT
environment.

The policy provides details about the
various security requirements of the
information systems, security require-
ments in development, and support
processes.

To provide a set of
standards for the
organisation’s employ-
ees/third-party vendors
to use the information
assets appropriately
and acceptably.

LTF employee/
third-party vendor, its
associates and other
individuals affiliated
with third parties who
have access to LTF
information resources
and/or assets are
covered under the
scope of this policy.

The policy provides guidelines on
following aspect:
»  Acceptable usage of informa-
tion assets
»  Email usage
» Internet Usage/ Social media
Risk
» Information System Manage-
ment
»  Password Management
»  Endpoint Management
» Incident and Data Loss Report-
ing
»  Clear Desk
»  Clear Scree
»  Prohibited Activities/Use
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Name of the Policy /

Document

Objective

Scope and Pur-
pose

ASSET MANAGEMENT

POLICY

CORPORATE EMAIL POLICY

@

LOGICAL ACCESS CON-

TROL POLICY

164

To keep a comprehen-
sive record of assets
and establish proactive
strategies to ensure
sufficient protection
for LTF assets based on
their level of impor-
tance.

This policy is applicable
to all assets linked to
LTF information and
information process-
ing facilities, including
cloud IT infrastructure.

This policy mentions the various
responsibility for assets such as inven-
tory of assets, ownership of assets,
acceptable usage of assets, return of
assets and IT product lifecycle. It also
contains classification of information
to identify the level of protection to
be provided depending on the level of
importance. This policy also specifies
the standard for managing removable
media, disposal of media and physical
media transfer.

To provide the avail-
ability of LTF e-mail
services as needed,
reduce the possibility
of misuse, prevent any
disclosure of informa-
tion and safeguard
the confidentiality and
integrity of messages
during transmission,
wherever applicable.

The use and manage-
ment of the LTF corpo-
rate e-mail system are
subject to this policy.

This policy details responsibilities, in-
cident reporting and various controls
related to LTF e-mail services. This
policy helps to protect the Company
from any loss or interruption to its
e-mail services, breach of integrity

or confidentiality of the information,
and any liability that may arise due to
inappropriate usage of e-mails.

Limiting unauthorised
access and providing
authorised individuals
with necessary access
on a need-to-know
basis are essential
components of con-
trolling access to LTF
information.

This policy applies

to employees and
third-party vendors who
access LTF information
systems, including
those hosted in a cloud
IT environment. It is
applicable at all times
and must be adhered to
whenever LTF informa-
tion is accessed on any
information asset.

The policy provides details on the
business requirement for access con-
trol for networks and their services,
user access management, access of
third-party vendors to LTF information
system, user responsibilities, and ac-
cess controls system and application.
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Information Security Focus Areas

Cyber Security Controls Business Continuity Incident Management

Vulnerability Security Awareness

Data Privac
y Assessment and Training

Certifications and

Risk Management Cyber Insurance )
Audits

Incident Management

LTF has developed an Incident Management Plan to foster the efficient and effective handling of information security
incidents. These incidents mainly include technology incidents, including communication on IT downtimes, events and
weaknesses. The Incident Management Plan not only defines what an Information Technology incident is but also establishes
a structure to report and manage such incidents.

The procedure followed to address an information technology incident is as follows:

Incident
Categorisation

Incident Incident
Identification Logging

Communication /
Escalation / Bridge
Call (For Major
Incident)

Incident
Incident

Troubleshooting/
Diagnosis

Prioritisation

Preventive
Actions

Review / Under RCA (Root Cause
Observations Analysis)
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Incidents are categorised as per degree of severity,
incident type, and the number of affected systems/
users. In case of a major incident that includes incidents
of Severity 1 and 2, the standard incident management
procedure is followed and additionally, a WAR room is
created by the incident manager to discuss the details
of the incident with all the relevant stakeholders. The
Incident Manager gathers all the relevant information and
provides the required coordination and/or the resolver
groups, vendors, and OEM with the technical details
needed to solve the incident.

The Incident Management team identifies the Root Cause
Analysis (RCA) owner post the incident resolution and asks
the RCA owner to share information on the incident’s root
cause along with the preventive action(s).

The incident management team is responsible for sending
out communications about any scheduled/ planned
maintenance, major/minor outages, outages during or
after planned/scheduled maintenance, downtime due

to any planned activity and caution downtime. LTF has a
Technology Outage Communication Plan, which provides
guidelines for effective communication to the relevant
stakeholders and handles high-severity incidents and
Data Recover (DR) invocation. It also defines the roles and
responsibilities of various teams. The Core Information
Technology (CIT) team has the ownership of key decision-
making and relevant communication to the crises
management team and business.

Vulnerability Assessment

LTF has a vulnerability management policy in place which
aims to increase the security levels and mitigate the
threat of security related vulnerabilities in the Company.
It defines the controls and steps required to identify the
security vulnerabilities and ensure reasonable security for
the infrastructure and application levels. This policy also
outlines the roles and responsibilities of various teams in
conducting the vulnerability assessment.

LTF carries out IT risk and gap assessments, vulnerability
assessments, and application security assessments of

its IT infrastructure and applications. The vulnerability
assessment (VA) is conducted quarterly for infrastructure,
the application security assessment is conducted
annually, or if there is any new change in the application,
it is routed via application security (AppSec) testing,
penetration testing of the critical infrastructure is carried

out annually while the configuration compliance review/
baseline assessment is conducted annually.

The InfoSec team conducts the Vulnerability Assessment,
Configuration Compliance Review and Application
Security Assessment once a year and drives these
assessments on the identified assets. Any change in the
application is routed via application security (AppSec)
testing & Penetration Testing exercise. This is performed
by either the internal team or the third-party partner

as per the management decision. The output of these
assessments is documented which includes the prioritised
list of vulnerabilities, vulnerability description, calculated
risk, and remediation activities. These reports are shared
with the respective owners, and they identify risks as per
Critical, High, Medium, and Low category and address
them accordingly. Rescan/retesting is conducted for the
reported observation to verify the actual closures.

IT Risk Management

LTF conducts IT risk assessments to identify potential
threats to its IT infrastructure, applications, and services
and implements appropriate measures to mitigate them.
Any unplanned events that can potentially impact the
Company’s goals are identified, analysed, and assessed.
IT risk assessment is conducted annually, and the InfoSec
& IT departments maintain a risk register Risk Assessment
and Risk Treatment Register that quantifies various risks
and outlines mitigation measures. The Chief Information
Security Officer signs off the risk register.

Your Company has established an Information Security
policy to make sure that the confidentiality, integrity and
availability of the information and information assets being
used across the organisation are maintained securely. The
IT head defines, manages, and updates these requirements
as and when required. The Company keeps enhancing
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the awareness amongst its IT department personnel,
about the latest IT threats and IT innovations to mitigate
them by encouraging them to participate in forums like IT
seminars, workshops, and conferences.

LTF's Acceptable Usage policy sets guidelines for its
employees/third-party vendors to use the information
assets acceptably and appropriately. This policy helps the
organisation avoid any misuse of any information asset
and risks that may arise from various sources such as
attachments in e-mails from unknown sources that may
contain malware and impact the whole system.

Business Continuity

LTF has designed its IT Business Continuity and Disaster
Recovery (DR) Plan to ensure that vital business processes
are not disrupted during unforeseen contingencies like
disasters. This plan includes critical application assessment,
backup procedures, recovery procedures, implementation
procedures, test procedures, and plan maintenance. By
doing so, LTF ensures continuity in customer services,
meeting contractual requirements, maintaining the
Company’s reputation, protecting stakeholders and staff
interests, adhering to legal and regulatory requirements,
and supporting the Business Continuity Plan (BCP).

In case of a disaster, different groups such as the Core
Information Technology (CIT) Management, IT Business
Continuity and Disaster Recovery Management Team,
Incident Management Team, DC Infrastructure Team,
Network Team, Server/Operating System (OS) upgrade and
Patching team help to restore the normal functionality of
LTF's IT Systems.

E Sustainability Performance

The Management team also assists the IT Business
Continuity and disaster recovery teams by providing
support, decision and approvals as and when required.

The IT Business Continuity and Disaster recovery
management team is responsible for making decisions
related to the disaster recovery efforts by ensuring the
readiness of DR for business applications, performing as a
single point of contact, and overseeing all the DR-related
exercises and stakeholders.

The incident management team manages an incident,
assesses the impact of the incident, and communicates

it to the respective stakeholders as per the incident
management process. They help determine the magnitude
and class of the incident, affected systems, and processes
from the incident. They also help track incidents with
complete closure and the detailed RCA report.

The infrastructure support team manages the server,
database, middleware, storage, and network infrastructure
required for LTF to run its IT operations and applications

in the event of and during a disaster. They implement
appropriate monitoring and ensure that the data
replication and backup are up to date. The team also

helps in implementing and providing the relevant tool,
hardware, software, and system required in the recovery
and primary setups with all setups and keeping the
primary and recovery site up to date.

The application team ensures that all applications operate
and meet the business objectives and are capable of
recovery in the event of a disaster. They also ensure
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and validate appropriate application availability with
performance and assist the related stakeholders as
required. They ensure that the relevant policies of change,
incident, and release management are adhered to, data

is synced and available as per the defined Recovery Point
Objective, and the Technology Recovery Implementation
Plan document is reviewed and updated.

The Disaster Recovery Management Process of LTF ensures
a state of readiness within the organisation allowing
prompt personnel response after the occurrence of a
disaster. This also provides more effective and efficient
recovery. The Disaster Recovery Plan helps limit the loss’s
magnitude, assess and repair damage and activate the
repaired computer centre. This helps recover data, manage
recovery operations, and prepare technology personnel to
respond effectively in disaster recovery situations.

Security Awareness and Training

LTF has established a formalised and structured training
programme for its employees to ensure that they have
adequate knowledge to perform their duties efficiently.
The training programme focuses on developing relevant
IT knowledge and skills within the workforce, developing
competency and helping personnel understand and learn
how to fulfil their IT roles and responsibilities. Training

is customised as per the specific needs of each group

of people with significant IT responsibilities. The IT head
identifies the training requirements annually and includes
them in the annual training calendar.

All employees of LTF are required to complete information

security awareness training followed by an assessment,
which is provided through a centralised solution. A
phishing drill is conducted quarterly to enhance the threat-
detection skill of employees. Monthly awareness emails
and newsletters are also sent to all employees of LTF.

LTF understands the responsibility of guarding the sensitive
personal data of the individual, so its employees are

also trained on privacy policy and information security
procedures regarding the appropriate access, use, and
disclosure of personal data.

Cyber Insurance

LTF has obtained Cyber Insurance as a means to safeguard
itself against various risks, including but not limited to
business interruptions, lawsuits, extortion, damage to IT
infrastructure, regulatory penalties, and other potential
threats that could negatively impact the Company’s
operations.

Certifications and Audits

LTF has received I1SO 27001 certification from the

British Standard Institution (BSI) for its IT Function and
Information Security department. The Company also aims
to obtain certification for Data privacy framework

ISO 27701 adoption in FY24. The Company has
established a systematic approach to conducting self-
assessments and third-party reviews to oversee internal
controls over IT. The audit is conducted annually covering
the IT applications, IT services, and IT infrastructure. At
least one half-year meeting involving site IT executives

is conducted to review the performance and share
management vision concerning the IT department.
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Privacy and data security are a serious concern, particularly given the current economic landscape and the repercussions of
data privacy breaches. Data security issues can lead to severe financial and reputational implications for financial institutions.
LTF understands the concerns of its customers about the safety of their personal information and recognises the severity of
such risk. Therefore, LTF has taken appropriate measures to mitigate its exposure to such risks.

Privacy and Data Security

LTF has implemented measures to safeguard its business applications, computers, data, and network from emerging cyber
threats, attacks, and harm. The Company has implemented several security procedures, controls, and solutions for endpoints,
servers, applications, and the network. LTF utilises various Software as a Service (SAAS) platforms to automate and simplify
business operations, necessitating strict data security and monitoring.

LTF has implemented a data classification solution to ensure that all files are classified in accordance with the defined policy.
It has also implemented data leakage prevention (DLP) solutions on endpoints and email gateways to monitor and block
sensitive information. LTF has implemented a cloud access security broker (CASB) solution to monitor the cloud data. Your
Company has developed a comprehensive Data Privacy framework and also aims to obtain the ISO 27701 certification by
FY24. DLP solutions are in place to identify Personal Identifiable Information (Pll) data in motion, data at rest, and data in

use, and LTF has established necessary controls for monitoring and remediation of issues, if any.

LTF has implemented the following measures to protect against cyber threats:

3-tier security architecture with
built-in disaster recovery and
multiple layers of defense

Web application firewalls for
internet-facing applications

Antivirus and Endpoint Detection
Response (EDR) across the infrastructure

Brand monitoring to detect fake
domains and apps and monitor regular
applications and brand abuse on the
internet and dark web

Regular employee training on information
security risks

Firewalls, intrusion prevention system,
and intrusion detection system

Cloud Access Security Broker (CASB)
solution for cloud-based applications

Secure Web Gateway across endpoints
to minimise internet access exposure and
block malicious communications

Threat intelligence platforms to act
and block Indicators of Compromise
(100)

24/7 security operation centres
to monitor and review vital logs
for anomalies
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As a part of LTF's Data Privacy Policy, LTF requires minimal
information to operate and provide various services. It also
encourages individuals to update information as and when
there are any changes. The concerned individual is asked
to review the information provided and ensure that all
personal information or sensitive personal data is accurate.
The data retention and disposal process at LTF requires
managerial approval for the disposal, destruction, and
deletion of any personal data. LTF's disposal, destruction,
and redaction procedures help minimise the possibility

of data theft, misuse, or unauthorised access to personal
data.

LTF is 1ISO 27001:2013 certified and deals with the
Personal Identified Information (PIl) of individuals. Once
information is in the LTF network and data ownership lies
with the IT team, it becomes imperative to protect such
personal information. The security measures taken to
prevent the misuse of information are mentioned below:

LTF encrypts sensitive Pll data using strong encryption
algorithms. The keys used for such encryption
algorithms are stored securely, and access to keys is
restricted to authorised entities only.

LTF trains its employees on the privacy policy and
information security procedures, including the
appropriate access, use, and disclosure of personal
data.

LTF conducts periodic risk assessments on the
processes, information systems, and third parties,
including third-party facilities and information
systems audits.

LTF conducts third-party audits and assessments at
periodic intervals for critical vendors.

LTF has in place an incident response plan with trained
personnel to respond to, investigate and mitigate the
impact of any incident.

LTF is committed to complying with this Policy and with
applicable privacy laws, regulations, and obligations.
Moreover, LTF conducts regular audits of its compliance
with applicable privacy policies, procedures, laws,
regulations, contracts, and standards under applicable
regulations.

In the reporting year, LTF did not receive any complaints
concerning the breach of customer privacy from
customers, parties, organisations, and regulators.

LTF has in place a Zero-Trust model wherein access is
provided as and when needed on specific services through
a specified port. Employees are permitted to access the LTF
network securely through this model. At LTF, individuals
have the option to not agree to the collection of personal
information. They can withdraw their consent by writing
to LTF at headgro@Itfs.com and at the same time make a
request for the termination of the services agreed upon

as per the Terms of Use. In the case of any grievances,

the redressal process under the Grievance Redressal policy
available on www.ltfs.com is to be followed.
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Case Study

1ISO 20000-1:2018

In alignment with becoming a top-class Fintech@Scale with a customer-
centric approach, LTF undertook the ISO 20000 to ensure a global
standard of efficiency in services for its customers.

With the objective of achieving a robust management that supports the

E Sustainability Performance

bsi. @ ¥

Certificate of Registration

‘Service Focus’, a programme for implementation of ISO 20000-1:2018 = _
(Service Management System or IT Service Management System) was

initiated in FY23.

LTF was certified with said standard in May 2023.

-

Given the expanse, LTF used a project management approach to ensure
that all the teams were able to manage the functional deliverables and

manage the time, effort and investment towards the upgradation of

all the systems. The certification process further strengthened the existing documentation related to the
‘Service Management Planning’ that provide a detailed overview of the requirements, resources, service
levels and elements of each service provided by the IT department. Thus, leading to enhanced planning,
monitoring and standardisation of processes and alignment to international standards ISO 20000-1:2018.

The components of successful journey of 1SO 20000-1:2018:

Objective
Enabiling IT departments to define,
adhere to ITSM processes that are
aligned with the business needs and
international best practices

Detailed process flows
Service catalogues and SLAs

Governance and reporting aligned
with SLAs

Defined, structured documentation of

processes in line ITSM guidelines

Incident management/change
management

Quality assurance and testing

IT infrastrucure and services

@

Challenges
» Availability of key stakeholders along
with Business As Usual for the
certification

» Additional evidences collection in the
structured format as required by BSI

» Definition of service catalogues and
SLAs
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LTF's values and principles are deeply rooted in its parent company, L&T, to create an enabling
work environment that encourages continuous learning, promote inclusivity and equality and
ensures a healthy and safe workplace. LTF places strong emphasis on upholding human values,
individual dignity, and ethical and professional behaviour. LTF acknowledges that its employees
are instrumental in the Company’s success. Your Company invests in the professional
development of its employees by providing them with ample opportunities to advance in their
careers and improve their skills and knowledge. Your Company offers training programmes and
workshops that focus on the areas of expertise needed for business growth. These programmes
not only enhance the employees’ knowledge and skills, but also enable them to contribute
more effectively to your Company’s progress. By investing in its employees’ professional
development, LTF creates a highly skilled and motivated workforce that drives your Company’s
success and advancement.
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23.98

Average Employee
Training Person-Hours

24,975

ESG Training Hours

27,506

Total Employees

LTF understands that employees play a crucial role in achieving results as per strategy. In line with our ambition of becoming
a Fintech@Scale, it is imperative that we create a culture that drives a digital mindset.

CREATING A CULTURE THAT DRIVES A DIGITAL MINDSET

BELIEF ACTION RESULTS REWARDS
/ Y/ Y Y
I.>eople Tal.el:lt. Managir?g Performance
Alignment Acquisition People Risk & Rewards
Understanding Enabling Enhancing Digitization as a
Fintech@Scale Fintech@Scale Organisation memory Way of Life
» Regular employee » Recruiting IT talent » Building people » Setting KPIs to

communication
centered around
becoming a Fintech

to drive fintech at
scale and lead digital
initiatives

agnostic processes: App
based Geo-tagging for
route identification for

digitise processes
across levels

» Star Awards
recognising Digital
initiatives

» Driving tech frontline

competitions like
Hackathon (completed
3 seasons) to encourage
digital thinking

EMPOWERING POLICY ENVIRONMENT

LTF believes that upholding the principles of integrity and professionalism is essential for establishing a sustainable and
successful business. At the heart of LTF’s philosophy is the recognition that every individual has inherent dignity and deserves
to be treated with respect and fairness. Your Company’s strong policy framework reflects this belief and creates a healthy
workplace culture that supports its employees’ well-being.

Your Company recognises that a healthy workplace environment is essential to attract and retain talented employees and
nurture their growth and development. LTF's policies and practices prioritise employee safety, health, and welfare, ensuring
that the workplace fosters productivity and creativity. Your Company provides its employees with access to resources, such
as counselling and wellness programmes that support their physical and mental well-being. LTF also has policies in place to
ensure that its employees receive fair compensation, benefits, and opportunities for career advancement.

The CoC of your Company outlines the expectations for professional conduct, information sharing, and vendor relationships.
As part of the induction programme, employees are trained on various policies, including CoC. Your Company also has an
annual training framework for its non-frontline employees covering important policies of the Company. Additionally, LTF
conducts regular awareness campaigns to educate employees on appropriate workplace behaviour and provide channels for
raising concerns or issues.

L&T Finance Holdings Limited 173



@ L&T Finance
—

@? Human Rights

Your Company has maintained an ethical and respectful
work culture in alignment with its Human Rights Policy.
This policy underscores your Company’s unwavering
commitment to uphold human rights and complies with
all relevant local laws concerning human rights.

Your Company is committed to maintaining a secure and
healthy workplace environment for its employees and has
a zero-tolerance policy towards any form of workplace
harassment.

@ Prevention of Sexual

@ Harassment (POSH)

A policy has been implemented to prevent, prohibit, and
address sexual harassment in the workplace. Employees
who experience harassment can report it to the Internal
Committee, which the Company has established under the
Sexual Harassment of Women at Workplace (Prevention,
Prohibition, and Redressal) Act of 2013. LTF has set up

a dedicated email address (wecare@ltfs.com) where
employees can report instances of sexual harassment.

The Internal Committee only has access to this email box,
ensuring that the complainant’s privacy is safequarded and
confidentiality is maintained. An external member serves
on the Internal Committee to ensure a fair assessment.

Please refer Corporate governance report for mechanism
to report, Internal Committee and policy details. Your
Company is committed to promptly resolving reported
cases. In FY22, a single case was reported, and it was
resolved within the year, while in FY23, no cases were
reported.

Vigil Mechanism

LTF is dedicated to upholding leading standards of
openness, honesty, and accountability, and it motivates
employees at all levels, to voice any genuine concerns

that could potentially harm the Company’s reputation or
financial stability. The Company has established a Vigil
Mechanism Framework in compliance with the applicable
regulatory requirements which provides a structured process
for reporting issues without fear of retaliation.

The Chairperson of the Audit Committee has direct access
to all complaints raised.

E Remuneration Policy

LTF has a policy on directors appointment and
remuneration/compensation for directors, senior
management, key managerial personnel and other
employees.

The objective of the policy is inter alia to determine criteria
for payment of remuneration/compensation to Directors,
Senior Management Personnel /Key Managerial Personnel
and employees and to ensure relationship of remuneration/
compensation to performance is clear and meets
appropriate performance benchmarks.

The remuneration involves a balance between fixed and
incentive pay reflecting short and long-term performance
objectives appropriate to the working of the Company and
its goals.

The remuneration paid to all employees is also subject to
malus and claw back provisions as per the policy. Under
malus, the Company can prevent vesting of all or part of
the amount of deferred remuneration/compensation. In
case of clawback, the employee has to return previously
paid or vested remuneration/compensation to the Company
under certain circumstances as specified in the policy.
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Culture of Diversity and Inclusion

LTF actively promotes diversity in the workplace and has a workforce that is diverse/varied in terms of gender, language, age,
religion, rural or urban background, experience, and expertise. LTF operates extensively in rural areas, and hence, hiring is
done from local regions regions. Thus, creating job opportunities and livelihood in these areas. This diverse composition has
enabled your Company to effectively engage with customers from different backgrounds and provide them with the best
possible service.

Moreover, during FY23, 27% of the GECs, the governing body that oversees critical strategic and operational functions of
the Company, comprises of women.

EMPLOYEES
Employee Headcounts
FY23 (Gender-Wise) FY23 (Age-Wise)
(No.) (No.)
Employee Category Total
Less than 30 30-50 More than
Male Female
Years Years 50 Years

MD & CEO 1 1 0 0 0 1
Strategic Leadership (SL) 2 2 0 0 1 1
Executive Leadership (EL) 11 8 3 0 5 6
Business Leadership (BL) 64 56 8 0 57 7
Operational Leadership (OL) 331 305 26 6 317 8
First-Line M ial L hi

irst-Line Managerial Leadership 1,254 1136 118 504 1,039 11
(FML)
Foundational Leadership (FL) 5,366 5,110 256 2,417 2,942 7
F dati | Leadership IV

oundationa’ Leadersnip 20,477 19,889 588 15,806 4,663 8
(FLIV)
Total 27,506 26,507 999 18,433 9,024 49
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Workforce Details

FY23 (Gender-Wise) FY23 (Age-Wise)
(No.) (No.)
Category
Less than 30 More than 50
Male Female 30-50 Years
Years Years
Junior Management 26,135 962 18,427 8,644 26
Middle Management 305 26 6 317 8
Senior Management 67 11 - 63 15
Total 26,507 999 18,433 9,024 49

Contract Workforce Details

FY23 (Gender-Wise)

(No.)

FY23 (Age-Wise)

(No.)

Male

Female

Less than 30
Years

30-50 Years

Total

More than 50 Years

Remuneration Details

N
~
w
o
N
N
o]
N
N
~
~

Category

Male

Female

Median Remuneration/

Median Remuneration/

Number Salary/Wages of Number Salary/ Wages of
Respective Category Respective Category
Board of Directors (BoD) 7 NA* 1 NA*
Key Managerial Personnel 2 3 8,38,68,413 1 NA*
Empl ther than BoD
mp oyees other than Bo 26,505 23,13,719 998 ?3,30,025
and KMP
Workers 0 0 0 0

The BoD and KMP details pertain only to L&T Finance Holdings Limited, whereas employee details include subsidiaries.
* Only Executive Director(s) considered. During the year, there was only one Executive Director on the Board of the Company

#Only one employee and hence not applicable
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People with Disabilities

Male Female
. Total No. (No.) (No.)
Particulars (A)
(B) % (B / A) (@) % (C/ A)
Permanent (D) 4 4 100 0 0
Other than Permanent (E) 0 0 0 0 0
Total PWDs (D + E) 4 4 100 0 0

Employee Development and Retention Strategies

LTF considers its people as its most valuable asset. Your Company firmly believes in investing in its talent pool and fostering
its employees’ development. The approach is grounded in a merit-based culture that identifies and nurtures individuals with
high potential, enabling them to excel in a satisfying, long-term career with your Company. LTF also ensures effective talent
management by adopting a three-pronged strategy: Talent Identification, Talent Development, and Talent Deployment.

Talent Identification

LTF's talent strategy is based on performance and its alignment with the Company’s objectives. Your Company seeks out
individuals with unigue strengths who can be further developed to enhance value creation. LTF also considers growth
potential, leadership qualities, domain knowledge, and expertise when selecting individuals. LTF has undertaken many new
initiatives to bring efficiency in talent acquisition which include; end-to-end hiring process through Application tracking
system, integration with LTF Career portal, pre-joining digital engagement and new joinee experience survey.

S

4 Talent Development

%

LTF utilises a talent development approach that is structured as 75:15:10 across three themes: Experience, Exposure, and
Education, respectively.

Experience:

» Enrich employees’ roles by offering them new opportunities and added responsibilities
» More contribution in decision-making and taking ownership of assigned tasks

» Communicating strategies via periodic town halls

Exposure:

» Employees are exposed to cross-functional perspectives through working committees

» Regular executive coaching and training sessions are organised for leaders with critical roles to enhance their knowledge
and skills

Education:

» Leadership development programmes are provided to employees through reputed educational institutes with industry-
experienced faculty
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LTF invests in individuals with potential. Your Company
establishes support systems to ensure the success of
individuals who are assigned significant roles or critical
projects, as they are considered part of the talent pool
of the organisation and not just a resource within the
department. Additionally, your Company aims to create
‘Role Arbitrage’, by entrusting identified individuals
with more significant roles.

Career Progression

Since 2016, the employees demonstrating potential
from the managerial category have experienced

a substantial improvement in their roles and thus
progressed in their career.

LTF is exploring to conduct an alignment survey for its
top 100 leaders in FY24, and it has initiated an Annual
Talent Identification and Development Process from
FY23 for senior leaders. Your Company has identified
successors for critical roles, with timelines and subject
to development interventions planned for them, based
on business impact, regulatory compliance, and overall
risk management.

As the organisation is moving towards Lakshya 2026
and eying exponential growth in its portfolio, it
recognises the need for next generation leaders who
can lead the next phase of growth. The organisation is
committed to developing its internal talent.

Leadership development journey was initiated for

120 leaders to groom them for higher level roles and
be more effective in their current roles. The journey
started with enhancing self-awareness in leaders based
on gold-standard psychometric assessment reports.
Leaders have become aware of their strengths, derailers
under stress, motivators and the culture they are likely
to create in their teams.

The sessions concluded with each leader preparing an
Individual Development Plan with clear timelines and
outcomes to prepare themselves for higher level roles.
The developmental interventions such as Workshops,
Management Development programmes, will be rolled
out in the next financial year.

Your Company has an Internal Job Policy (IJP), where
vacancies are published internally first and preference is
given to internal employees. The employees are provided
with adequate support and encouragement to pursue
role changes across departments. All eligible employees
receive periodic feedback on their performance and
career growth. This year, the policy was renewed with the
path-breaking introduction of ‘no approval required from
supervisor/manager to apply for IJP’. Employees can now
directly apply for IJP.

The Talent Management Committee, comprising the MD
& CEO and CHRO, provides periodic updates to the Board
Committee on the developments in talent management.
LTF has implemented a well-established career succession
strategy, which has played a key role in developing a

pool of potential leaders. Capable employees who have
previously held supporting roles have been given the
opportunity to transition into leadership positions within
the organisation. They have demonstrated great success in
these roles through this initiative.

LTF has also developed a talent pipeline and talent
blueprint for all critical roles to ensure business
continuity. The succession planning was presented to the
Nommination and Remuneration Committee.

Ensuring Role Clarity:

Post adoption of the strategic plan — Lakshya 2026, one of
the important milestones was the alignment of employees
with the strategy and role clarity. Towards this, a series

of townhalls were conducted for the senior leadership as
well mid-level leadership across various locations across
the country. The townhalls were addressed by the Group
Executive Committee members, who were ably supported
by 24 Lakshya Champions.

Our MD & CEO addressed the employees in all the
townhalls at the beginning of the year, either through
physical or virtual formats, and reiterated the expected
behaviours required from the teams to achieve the goals.
As an extension to the regional townhalls, in addition to
the aforesaid messages, cascading of business-wise targets
to the wider audience in the branches across locations was
undertaken.
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Employee Turnover (Gender-Wise)*#

FY23 FY22
Category
Male Female Total Male Female Total
Employee Turnover (No.) 8,943 389 9,332 13,382 491 13,873
Employee Turnover Rate 36% 40% 36% 59.07%  52.57% 58.81%

Employees Turnover (Age-Wise)**

Category Age Group Fvas Fy22
Total Total
< 30 years 5,778 9,760
Employee Turnover (No.) 30-50 years 3,553 4,109
> 50 years 1 4
< 30 years 41% 66.91%
Employee Turnover Rate 30-50 years 54% 45.94%
> 50 years 4% 6.96%

*Methodology for Turnover calculation underwent a change in FY23
#No. of persons who have left the employment of the entity in the FY *100) / Average no. of persons employed in the category in the FY

New Hires (Gender-Wise)*

FY23 FY22
Category
Male Female Total Male Female Total
New Hires (No.) 18,170 686 18,856 15,446 530 15,976
New Hiring Rate 72% 70% 72% 68.18% 56.75% 67.73%

New Hires (Age-Wise)*

Category Age Group e FYz2
Total Total
< 30 years 14,461 12,448
New Hires (No.) 30-50 years 4,393 3,527
> 50 years 2 1
< 30 years 103% 85.33%
New Hiring Rate 30-50 years 67% 39.44%
> 50 years 8% 1.74%

*(No. of persons who have been hired by the entity in the FY *100) / Average no. of persons employed in the category in the FY
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SKILL DEVELOPMENT AND LEARNING INITIATIVES

Your Company’s talent management and people culture firmly believes in and emphasises on the overall development of

its employees. To achieve this objective, a range of functional and behavioural training programmes are conducted. These
programmes are tailored to the specific needs of each employee, as identified during their annual performance review.

The Company ensures effective execution by engaging both internal and external training specialists, who deliver the
programmes through various modes, including group workshops and focussed training sessions. Additionally, your Company
provides workshops and training sessions to promote the health and well-being of its workforce LTF also imparts training

to ensure adoption of ethical practices by the employees. Your Company has a dedicated e-learning portal, e-Gurukul. To
train the front line staff who meet the customers, LTF has gamified simulations and byte sized learning through Gurukul,

WhatsApp & Corporate radio.

{Z] Parichay - Employee
828 Induction Programme

Your Company aligns and introduces new
recruits to its Value, Culture, Business, and
Goals through the implementation of the
Company’s ‘Parichay’ programme. This
programme equips them with the necessary
knowledge and skills to perform their roles
efficiently and effectively. It covers various
aspects, such as Know Your Customer,
CoC, Prevention of Sexual Harassment,
Information Security Awareness, and
Operational Risk Management. Additionally,
it encompasses topics related to ESG and
LTF's specific commitments.

In FY22, an ESG Module (available in eight
regional languages) was added into the new
employee induction programme to create
awareness. In FY23, 18,488 new employees
(as per the cut-off date for training) were
trained on ESG through Parichay. A special
mandatory module was created in FY23

for existing non-frontline employees. It was
launched in November 2022, and 6,487
employees, (97 %) were trained on ESG,
contributing 6,487 workforce hours to ESG
training.

Bas Aspire

Aspire is a special initiative introduced as a succession programme for
front-line employees, specifically those in the sales team. This capacity
building programme aims to prepare and enhance the skills of sales
employees to become high performers and reach the next level of
skills and knowledge. It has the following goals:

» Establishing a pool of resources across India for internal
recruitment and development

» Offering employees insight into potential internal growth
prospects

The Aspire Programme encourages upward growth in retail

enterprises by evaluating top performers and assigning them with
more responsibilities. 1,614 employees took part in the Aspire
Programme and occupied higher roles within
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Management Trainee
&5, Programme

LTF's flagship programme for Management Trainees
(MT) is designed to create a diverse talent pool, while
ensuring cultural alignment. Your Company recruits
young candidates from reputed campuses across
India and provides them with an intensive induction
programme. During this programme, MTs interact
with senior members of the leadership team, including
the MD & CEO, GEC members, and Chief Human
Resources Officer (CHRO), to gain insight into the
Company’s priorities, values, and expectations. MTs
receive training on client delivery, as well as soft skills,
such as people management and accountability.

The Management Trainee Programme is intensive,
with weekly reviews and stretch assignments that
challenge each MT to excel and rapidly advance their
learning curve. Performance is evaluated based on key
deliverables, with rewards linked to performance.

2% Leadership Development
ﬁ, Initiatives

Furthermore, employees also have the opportunity to
attend public programmes organised by renowned
agencies and institutions or specialised programmes
according to their roles. Your Company continuously
nominates employees for these programmes to
improve their functional or technical knowledge. In
FY23, LTF nominated 6 leaders from the information
technology department for a management course
at IIM Ahmedabad. This programme covers various
aspects of digitalisation, including IT project and
contract management, risk management for IT
projects, an IT governance framework, and project
monitoring.

Your Company has also taken the initiative to procure

Coursera licenses, allowing selected employees to have

access to a library of certification courses to develop
the required niche skills. Your Company has launched
a Managerial Development programme, during the
reporting period, for the frontline supervisors. The

main goal of this programme is to enhance managerial

abilities in two key areas: effectively managing their
teams and overseeing business operations.

ﬁ Sustainability Performance

Average Hours of Training

L/21.88

Management

L/23.05

Non-Management

L/23.13

Permanent Male Employees

L/13'55

Permanent Female Employees
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FY23 EY22
Category -(r'c\:?; anl-(liesa;r;ty Upgsrla(iclll:tion -(rﬁf:; anl;;e:;zw Upg?‘la(ic::tion
(A) Measures (D) Measures
() (B(?A) © (co/A)A) ) (E%D) (F) (F(;A)D)
Male 26,507 24,855 93.8% 16,122 60.8% 23,689 13,493 57 16,408 69
Female 999 874 87.5% 349 34.9% 954 395 41 391 41
Total 27506 25,729 93.5% 16,471 59.9% 24,643 13,888 56 16,799 68

EMPLOYEE PERKS AND INCENTIVES

Full-time employees at LTF have various benefits, such
as gratuity, provident fund, healthcare coverage,

and insurance (including medical, accident, and life
insurance). Additionally, they can redeem benefits,
such as parental leave and leave encashment. Employee
Stock Ownership Plan (ESOPs) and a Matching Grant
Scheme are provided as long-term incentives for
employees. Over 72% of the Company’s employees are
eligible for Employee State Insurance (ESI) benefits.

Your Company has an empanelled third-party to provide
Group Mediclaim to all employees. Your Company

has collaborated with Practo, a leading health-tech
company that offers online doctor services, to prioritise
the health and well-being of its employees and their
families. With the support of Practo, your Company
ensures that medical assistance is accessible to all the
employees round the clock. Moreover, LTF employees
can avail benefits, such as Annual Heath check-up and
Physical Doctor Consultancy Support (weekly).
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LTF's Company policy includes parental leave for its employees. At LTF, female employees are provided with maternity leave
support along with post-maternity leave support, job security within the Company, and "Women-Friendly Working Norms’,
such as a separate child-care policy, part-time working, and leave of absence. LTF offers continuous five-day paid paternity
leave to all new fathers for the first two children. All male and female employees are entitled to parental leave under the
Company Policy. In FY23, the retention rate for female employees was 43%, while for male employees it was 63%.

No. of Employees Entitled
to Parental Leave

No. of Employees that
took Parental Leave

No. of Employees Who
Returned to Work after

Department/Fund Parental Leave Ended
Male Female Male Female Male Female
All Departments 26,507 999 183 48 183 43

Return to Work and Retention Rate

FY23 Fy22
Category Permanent Employees Permanent Employees
Return to Work Rate Retention Rate Return to Work Rate | Retention Rate
Male 100% 63% 98.6% 57.3%
Female 90% 43% 64.6% 47.6%

Employees Benefits

FY23 FY22
No. of D
o ° No. of educted No. of No. of
. Employees and Deducted and
Benefits Workers . Employees Workers . .
Covered Deposited Deposited with
Covered as . Covered as Covered as .
asa % with the the Authority
a % of Total . a % of Total a % of Total
of Total Authority (Y/N/NA)
Workers Employees Workers
Employees (Y/N/NA)
PF 100% NA Y 100% NA Y
Gratuity 100% NA Y 100% NA Y
ESI 72% NA Y 75% NA Y
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Employees Health and Well-being Benefits

% of Employees Covered by
Total Health . Maternity Paternity Day Care
(A) Insurance Accident Benefits Benefits Facilities
Category Xl
March No. % No. % No. % No. % No. %
31, (B) (B/A) (@) (C/A) (D) (D/A) (E) (E/A) (F) (F/A)
2023

Permanent Employees

Male 26,507 26,507 100% 26,507 100% NA NA 26,507 100% NA NA

Female 999 999 100% 999 100% 999 100% NA NA NA NA

Total 27,506 27,506 100% 27,506 100% 999 100% 26,507 100% NA NA

Other than Permanent Employees

Male NA NA NA NA NA NA NA NA NA NA NA
Female NA NA NA NA NA NA NA NA NA NA NA
Total NA NA NA NA NA NA NA NA NA NA NA

In the unfortunate event of an employee’s death, the family is entitled:

P> Asum of ¥2,00,000 as ex-gratia payment is given to the person’s nominee(s)

The nominee(s) of the person receive his/her last monthly salary for a total of 24 months

Support is provided for the education of the person’s children until they graduate

Assistance is provided for the vocational/professional education of the person’s spouse to enhance their employability

vvyvyy

Since inception 50 families supported under such cases

1% Economic
ﬂ@ Empowerment
LTF has introduced a Matching Grant
Scheme (MGS) to address the financial
requirements of employees at various
stages of life and encourage the habit
of savings. The MGS is accessible to
all employees, providing them with
a chance to generate wealth as the
Company matches (up to a certain
limit) the investments made by
employees in any of the HSBC Mutual
Fund Schemes (earlier L&T Mutual
Fund schemes). This helps create long-
term wealth for the employees.
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POSITIVE WORKPLACE CULTURE

Workforce involvement is a crucial component of a company’s
value as it contributes to creating a positive work environment,
reducing employee turnover, enhancing productivity, improving
customer relationships, and boosting profitability. At LTF, the
performance management system aligns with your Company’s
commitment to its employees, ensuring that employees are
rewarded fairly for their efforts and performance. Your Company
employs various methods of engagement to communicate its
objectives, encourage employee performance, and address
concerns and grievances. Initiatives include Employee Connect
through WhatsApp and Corporate Radio, Online (QR code
based) Query Management System and end to end online
Performance Management System. Your Company has a strong
feedback culture, with open two-way communication promoted
at all levels, like employee annual performance reviews,
including feedback from their managers on their performance
and guidance for further improvement.

Your Company also strives to foster a sense of belongingness
among employees through the celebration of festivals, office
events, and health and well-being campaigns like Stepathon,
among others. Additionally, a corporate radio channel facilitates
sharing of knowledge, best practices, and employee success
stories. This channel was launched in April 2022.

ﬁ Sustainability Performance

25K Rewards & Recognition

LTF has instituted Rewards & Recognition initiatives
like Star Awards, Rising Star Awards and Hall of
Fame Awards to reward out-performance.

Star Awards are awarded to those employees who
have demonstrated exceptional performance for
the Company. They uphold its core values of Pride,
Ambition, Integrity, and Discipline and represent
the ‘One LTF' philosophy by collaborating across
boundaries and contributing to the Company’s
transformation agenda.

Your Company has a robust reward and recognition
programme for its field teams, which includes the
Wall of Fame and Rising Star Awards.

Instituted in FY22, the Rising Star Awards are
exclusively organised for frontline employees
annually. During the reporting period, more than
550 high performers emerged as winners and were
felicitated in grand ceremonies across five locations.
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@ Wall of Fame

The Wall of Fame is a monthly initiative that
honours the outstanding achievers in business
units, such as Rural Business Finance, Farm
Equipment Finance, and Two-Wheeler Finance,
among others. These include regional managers,
area managers, branch managers and frontline
officers.

The performance criteria for qualifying are
circulated every month, and 350 winners

are selected and awarded with physical and
digital certificates, along with cash incentives.
The regional-level winners are given special
recognition during an appreciation call with the
Business Heads.

The Wall of Fame is published on the Workline
portal for the entire Company to recognise and
appreciate these top performers.

%)
Hackathon

LTF has faith in the capabilities of its employees
and fosters a culture that encourages them to
think critically and solve problems creatively. The
hackathon was organised to convert innovative
ideas into reality, which have the potential to
positively impact the business. Hackathon is a
platform for employees to showcase their ideas
to the top management and plays a vital role in
shaping your Company’s future.

5008
‘gg’ Other events
T2

Your Company organised a variety of events
that were aimed at enhancing the well-being
of employees. These events included yoga
sessions, workshops on maintaining a work-life
balance, taxation advice, an art competition
for employees’ children, observing festivals
and significant occasions, such as International
Women's Day, among others.

Although the Company does not have any
employee associations, it respects employees’
right to freedom of association and engagement
in collective bargaining, and it does not
discourage such activities.

iﬁ CSR Volunteering

Boondein, LTF's CSR volunteering initiative, has been encouraging
a participatory culture and the building of the CSR ecosystem. It
provides employees the opportunity to utilise their skills and time
to serve communities through various volunteering efforts.

LTF is committed to fostering a culture of giving and creating
synergies between its CSR beneficiaries and employees. Your
Company's approach has led to improved awareness among
employees about its CSR projects, resulting in more significant
contributions towards its social initiatives. Employee volunteering
is not restricted to the corporate office; it extends to the branches
as well.

In FY23, more than 50 employees participated in a mix of virtual
and on-ground volunteering efforts, contributing 171 hours to
the cause. These efforts resulted in reaching out to over 500
beneficiaries, exemplifying LTF's commitment to making a positive
impact in the communities it serves.
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OCCUPATIONAL HEALTH AND
SAFETY MEASURES

LTF believes that a healthy workforce and safe working
environment improve the productivity and value of your
Company. Therefore, it is dedicated to nurturing the health
and well-being of its employees. Your Company has taken

multiple initiatives focussing on employee health and safety.

Your Company has a Health & Safety Policy which has
been approved by Board level CSR & ESG Committee.
The policy is applicable to all offices/branches of the
Company

Various health and safety measures/initiatives for all
employees have been undertaken aligned with the
policy, including Stepathon, workshops on physical
and mental well-being, awareness on Health & Safety
programmes and benefits offered by the organisation

Periodic monitoring and reviewing of all safety
appliances like Firefighting equipment, and Artificial
Defibrillators, among others, is carried out

Your Company also takes up targets to strengthen the
health and safety measures at the Company

Your Company is a signatory of the WASH initiative

New hires are trained on road safety during the
induction

New hires are trained by experts on road safety and
safety during EMI collection. A process has been
developed to collect EMI in a safe manner

Ergonomic chairs and furniture are used to facilitate
good posture and working conditions

Your Company organised booster vaccination drives
for its employees and has ensured highest levels of
hygiene & sanitation

E Sustainability Performance

Key Focus Areas of Health and
Safety Policy

i

©&,/—\ To
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Creating employee awareness about
health and safety, mental health,
and well-being

Adherence to all relevant laws and
regulations

Commitment to provide a fair, safe
and healthy working environment

Ensuring safety of employees at the
workplace in the event of natural
disasters or accidents, such as a fire
outbreak

Securing the health and safety of
the 'Feet on Street’ employees and
providing appropriate benefits

Providing access to medical services
and making on-call doctors available
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LTF has taken various steps to improve
the health of its employees. Your
Company offers free health check-ups
for its employees. LTF has partnered
with ‘Practo’ and makes on-call doctors
available 24/7 to all employees and their
families. Additionally, your Company
also provides its employees medical and
accident insurance. LTF has enrolled its
employees and their families in the Covid
Domiciliary Policy, which grants financial
assistance of up to T 25,000 if they test
positive for Covid.

With employees’ health & safety in

mind, your Company makes sure that
Sy the workplace is designed to be safe for
employees. All branches have access to

' fire extinguishers. Your Company ensures

SAF ETY 8( 7 & that the fire extinguishers are properly
| monitored and refilled on a regular basis.

' AT f-_'j'_'ﬁ'-" D N The use of fire extinguishers and other
-\: WO RK i dos and don'ts in the event of a fire
/ . emergency are regularly communicated.

Your Company has installed a UVC
Nanotechnology AC system at the
corporate office to promote and deliver a
safe and germ-free working environment
for employees.
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Road Safety Awareness and Advocacy

LTF places significant emphasis on road safety as over 70% of its
workforce works in field-based roles that require frequent road
travel. To ensure the safety of these employees, your Company
has incorporated a comprehensive mandatory road safety session
as part of its induction programme. These sessions utilise a
combination of case-based studies and audio-visual material to
educate new employees on road safety.

Your Company has gone above and beyond to ensure the safety
of its employees and taken measures to promote road safety in the
community. It has collaborated with traffic police and non-profit
organisations to support the existing road traffic management
system and raise awareness about road safety among school
children in Mumbai. The topics that are covered are as follows:

» Importance of road safety
» Acceptable and forbidden actions for road safety
» Traffic signs

» Traffic rules and fines for rule violations

At LTF, employees have various channels to voice their
grievances. Employees can report violations of CoC

by sending an email to code@ltfs.com. The complaint

is reviewed thoroughly by the Code of Conduct
Committee, which consists of senior officials. Employees
can report any instance of sexual harassment by sending
an email to wecare@ltfs.com, which are investigated by

the Internal Committee that comprises senior leaders

of LTF. If there are any unethical behaviour, actions, or
instances that are unfavourable to or are against the
interests of LTF, employees can report them by writing to
whistleblower@Itfs.com. Your Company is committed to
resolving grievances promptly through these channels.
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Case Study

The Star Awards

Star Awards is the highest recognition award given
to the employees of LTF. Employees who have not
only demonstrated exceptional performance for
the Company but have also exemplified the four
values of the Company, which are Pride, Ambition,
Integrity, and Discipline in their endeavour to
attain the targets set forth in Lakshya 2026, are
felicitated with this award. With an extensive
workforce of more than 27,000 employees pan
India, your Company received 3,108 employee
nominations and 11 team nominations of which
206 outstanding employees were declared as
Lakshya warriors. The selection process for
identifying the winners was a comprehensive

one involving four stages of assessment and the
requirement of a potential candidate to have
completed 500 manhours. The entire exercise

was concluded within a period of two months.
The employees were awarded in four categories
namely, Bright Spark, Exemplar of Values,
Teamwork, and Transformation Champion.

Bright Spark awardees are those who are relatively
new to LTF, and have surpassed expectations

and accomplished remarkable outcomes, while
exhibiting a remarkable sense of ownership and
teamwork. In FY23, there were 41 employees at
LTF who received the Bright Spark award. The

recipients of Exemplar of Values are the ones who
have demonstrated a strong commitment to the
Company’s values. This award is presented in two
categories: Pride and Ambition which is about
employee’s contribution to the Company and
aspirations of achieving greater things respectively.
In FY23, 60 employees were felicitated with the
Pride award, while 58 employees received the
Ambition award.

Teamwork awardees are the teams who have
exemplified the essence of collaboration and
worked across boundaries to deliver a critical
project, while ensuring institutionalisation of
processes and outcomes. In FY23, four teams,
comprising 45 employees, were the recipients

of this award. The awardees of Transformation
champion are the leaders who have demonstrated
exceptional performance, initiative, consistent
delivery, and game-changing practices/ideas that
have transformed and revitalised the business.
During the reporting year, two employees were
felicitated with this prestigious accolade.

Integrated Annual Report 2022-23



ﬁ Sustainability Performance

Stepathon Challenge

With the objective of promoting healthier By fostering employee health and well-being, this
lifestyles and creating widespread awareness initiative was testimony to employees’ teamwork,
on the same, LTF implemented the Stepathon dedication and discipline in achieving targets. It
challenge for its employees in FY23. Besides also demonstrated the winning teams’ planned
promoting the adoption of healthy lifestyles, this approach towards meeting their time bound
initiative demonstrated employees’ team spirit fitness goals. Through the Stepathon challenge,
and situational leadership. The focus was on LTF has not only encouraged its employees to
encouraging employees to have active lifestyles focus on their health but also instilled a spirit of
through monthly, weekly and daily fitness targets. discipline and teamwork for achieving the larger
A total of 670 employees grouped into 67 teams goals of the organisation.

competed to take the maximum number of

steps over a period of 60 days. As part of the
Stepathon challenge, the participants walked a
total of 27.6 Cr steps, thereby covering 1.9 lakhs
kilometers. The leading two teams that recorded
the highest number of steps taken during the
challenge were felicitated by LTF for demonstrating
their grit and dedication in achieving the fitness
targets. In addition to declaring weekly winners,
your Company recognized and felicitated those
participants who successfully lost maximum weight
over the period of two months.
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Social and relationship capital holds great significance for LTF as it values its relationship
with customers, value chain partners and other stakeholders and their reciprocal trust in
the Company. LTF recognises the importance of nurturing strong social and community
relationships to positively impact society and build long-term and sustainable relationships
with stakeholders. Social capital refers to the trust, networks, and relationships built
within communities, while relationship capital represents the value derived from strong
connections with external stakeholders like partners, Government line departments and
other stakeholders.
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CUSTOMERS

Customer centricity is the cornerstone of LTF's business strategy with the Company moving from product focused to
customer focused. The diverse needs and preferences of customers are considered in strategic decision making, while
ensuring highest level of service quality. Your Company is committed to creating a robust retail portfolio that best addresses
customer credit requirements, coupled with strengthened underwriting and collection abilities. By launching customer-centric
products, LTF has not only deepened customer engagement, but also recalibrated its product growth strategy. As part of its
product portfolio, LTF will look at new product launches- Rural LAP, Agri-allied Loans (of which Warehouse Receipt Finance
was launched in Q4FY23) and Rural Household Business Loans as part of Lakshya 2026. This caters not only to customers
from each spectrum, but also to those from marginalised and underserved sections of society. By keeping customers at

the core, LTF continues to focus on achieving product excellence, integrating data analytics, expanding digital channels,
launching innovative products, and enhancing its pan India presence.

%‘5387 Customer Reach Strategy

Your Company holds the belief that customer satisfaction is a reflection of how customers perceive the brand. The focus

is on building the best customer experience that fosters customer loyalty and trust. LTF maximises customer satisfaction

by identifying the specific needs and capacities of customers and offering products that best meet their requirements. The
Company has been investing significantly in developing both physical and digital infrastructure, enhancing customer access
to services and the overall customer experience.

With regard to Rural Business Finance, your Company’s approach to customer engagement has been far-reaching, spanning
1,656 branches throughout the nation. The farm equipment and Two-Wheeler Finance Businesses have recorded favourable
growth owing to your Company’s widespread network of OEM and dealers, enabling the pursuit of an ever-widening
customer base. Your Company focusses on maintaining a continuous dialogue with its customers, thereby promoting an
inclusive and efficient loan cycle that reflects its commitment to provide exceptional service.

Your Company understands that digital engagement is equally important as in-person interactions. Considering this aspect,
your Company has established a strong and widespread digital presence for enhanced efficiency and ease of access. Through
the various digital platforms, including its website, chatbot, WhatsApp, and PLANET app, LTF engages with its customers in a
seamless manner, providing a multichannel experience for achieving customer service excellence.

@ Best-in-class TAT

% 20 L. 24 hours

I_y\/'
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Empowering Customers

ﬁ] through Education and
Awareness

Your Company helps its customers make the

right financial decisions. To this end, your
Company has implemented robust systems to
ensure that customers always have access to all
available information on its products and services.
Additionally, LTF has developed a customer
awareness training module, which is available on
its website (www.ltfs.com) and has launched social

media campaigns to promote financial literacy, road

safety, health, and environmental conservation.

With a view to provide ease of operations
and help in reducing carbon footprints, LTF
has been using paperless E-sign agreements
with OTP since September 2021 for the Two-
Wheeler Finance, Farm, Consumer, and SME
products, which are also available in their
respective regional or vernacular languages.
The Rural Group Loan & Micro Finance
agreements have been made available in
various regional languages. This ensures
appropriate access to product information
leading to informed consent and ease for
the customers.

Safety of Customer Information - Customer Privacy

Your Company considers customer privacy a top priority. Your Company has implemented a Data Privacy policy that lays
out measures regarding customer consent and data protection, including security standards and procedures for the use,
disclosure, and sharing of sensitive personal data or information provided by individuals. Your Company takes great care in
storing and using customer data judiciously, with regular monitoring of systems to prevent data leakage. Your Company is
committed to keeping its customers well informed about the various uses of their data. No complaints concerning breaches
of customer privacy from customers, outside parties, or regulators were received in FY23. Your Company strives to maintain
transparency with its customers, while providing them with clear and concise information about its services and processes.
Moreover, LTF provides customer-centric training to its frontline staff, enabling them to deliver exceptional service that
aligns with the Company’s values. The value proposition of your Company’s products is communicated in a transparent and

straightforward manner to target customers.

AN
Qﬂffgﬁ Customer Satisfaction

Your Company has developed a robust mechanism to evaluate customer satisfaction. Numerous customer-centric approaches
have been implemented to contribute towards elevated levels of customer trust, loyalty, preservation, and satisfaction. Several
approaches have been adopted in areas, such as product design, data privacy, engagement channels and customer education.
The new initiatives taken in FY23, such as the PLANET app, chatbot, and WhatsApp bot, provide 24/7 services to customers,
which enhance customer satisfaction. These portals grant customers the ability to make transactions, generate statements,
and check service details online. Customers can check the valuation of their investment and order e-statements immediately
with a missed call. Feedback was sought from customers who have rated the PLANET app between medium to low, changes/
resolution were done to incorporate the feedback. Post incorporation of feedback, 71% positive feedback was received on
the same.
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“It was indeed great to be associated with
L&T Finance, the sales team here is very
supportive and committed. Services provided
are beyond delight and it was a pleasure
interacting with them. The process of my
home loan application was very simple and
easy, and the overall process was smooth.”

Atul Rege, Mumbai
Home Loan

E Sustainability Performance

“I got a loan from L&T Finance. It was a very
smooth and easy loan process. | just bought
my KYC documents and got a loan within
five minutes, and the rate of interest is also
very low. | am really very pleased with L&T
Finance.”

Parmalal Kumar, Bihar
Two-Wheeler Loan

“With this loan, | started a milk business.
L&T Finance is very good, and the collection
agent arrived as per the schedule. | am very

“Thank you for providing quick service
regarding the loan and its disbursement.
I am fully satisfied and rate L&T Finance 5

proud for taking a loan from L&T Finance.” stars for the same.”

S Saritha, Tamil Nadu Nilanjan Roy, Kolkata

Rural Group Loans & Micro Finance SME Loans

=
g@ Grievance Redressal

Your Company has developed a Grievance Redressal Policy that is based on its robust and systematic approach to customer
grievance redressal. Grievances can be registered through multiple channels across the organisation, the details of which
are published on the website. Welcome kits, emailers, and letters are circulated to the customers, wherein contact details
of call centres and website addresses; providing self-help options are specified. A three-level grievance redressal mechanism
with an escalation matrix has been established in the organisation. The complaints received are examined carefully, and
the necessary steps are taken to resolve them in a timely and resourceful manner. Internal reviews are carried out to ensure
the effectiveness and quality of the grievance redressal mechanism and enhance customer service. Your Company also has
an appointed internal ombudsman to deal with customer complaints in line with the guidelines issued by RBI. Details of
customer and investor grievances are placed before the Board on a quarterly basis for its review. The Grievance Redressal
Policy is available on Company’s website www.Itfs.com.
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Website Self-
Help Option
and FAQs

(AE L

Redressal
Mechanism

Dial the
Letters Call Number of
Modes of Centre customer

_ complaints
eporting received
irievances

23,439 10,981*

Number of
complaints
pending
resolution at

E-mail the close of
the year

1,459 234*
Customer

Walk-ins
at Branch

*Classification of customer complaints was revised
and the numbers shared for FY23 & FY22 are basis
the revision

% Supplier Engagement

Your Company has a publicly available Third-Party
Code of Conduct, which was developed in FY22

to promote ESG awareness in its value chain. It is
applicable to vendors, borrowers, goods and service
providers, and persons holding business relationships
with your Company. The Code of Conduct mentions
LTF's commitment towards the prevention of significant
risks associated with incidents of child labour and
forced or compulsory labour. Your Company fosters

an environment for its value chain partners providing
support and guidance on ESG considerations whenever
required. This facilitates the value chain partners’
incorporation of ESG parameters into their business
and operations. In the reporting year, your Company
conducted an ESG assessment with a few of its Facilities
& Channel Management & IT vendors.

Your Company follows responsible business practices.
The Company being a financial service organisation, does
not require any substantial input materials

to conduct its business. However, it strives to source
materials from MSMEs/ local suppliers wherever feasible.
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Case Study

BigWheelz Program

A noteworthy step in the Two-Wheeler segment
has been the BigWheelz programme. Owing to the
success of this programme, your Company secured
the third position amongst its peers in 2019. LTF
launched this programme with the intent to help
small and medium-sized Two wheeler dealers scale
up their businesses by providing them with the
necessary knowledge, experience, and support to
enhance their overall customer reach and increase
their revenues through wider sales channels. LTF
has been able to create the right impact through
this initiative by enabling dealers to enhance their
operational efficiency, customer service, and sales
revenue. This programme has particularly been

of significant impact given LTF's firm resolve to
differentiate itself from its peers by way of offering
a unique value proposition in the market.

As part of the BigWheelz initiative, your Company
has been conducting trainings and awareness
sessions for its value chain partners and has also
been extending financial aid to help dealers invest
in their businesses and improve their infrastructure.
The success of the BigWheelz programme has been
evaluated on the basis of the number of dealers
who joined the programme and contributed to
LTF's overall business revenue. The participation

E Sustainability Performance

of more than 1,300 dealers has contributed to
more than 50% of the Company’s total business
revenue. This enabled LTF achieve a significant
market share of 17% among the leading retailers
and 6.5% among the remaining 5,500 dealers,
resulting in a major boost to its revenue.

Despite its initial success, the programme
witnessed several challenges with regard to
maintaining its long-term viability. Since the
inception of this programme, your Company

has been continuously adapting and improving

to stay aligned with the evolving needs of both
dealers and the marketplace. With the objective
of keeping the BigWheelz programme in top-gear
to propel the growth of small and medium-sized
Two-Wheeler dealers, LTF plans on extending

the programme coverage to more dealers across
the country, thereby providing them with the
necessary support to reach a level of excellence
amidst the rising competition. Furthermore, LTF is
committed to steering its digital platform towards
innovative methods to help dealers sell their
products and enhance their customer service.

The BigWheelz programme has been a game-
changer for LTF, providing your Company with a
competitive edge over its rivals and facilitating the
growth of small and medium-sized Two-Wheeler
dealers in India. By investing in this programme,
LTF has not only improved the operational
efficiency and customer service of participating
dealers but has also contributed to the
advancement of the Two-Wheeler sector. Going
forward, LTF plans to continue its investment in
the programme and expand its reach and enhance
its digital platform to promote the growth and
success of the Two-Wheeler sector.
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CORPORATE SOCIAL RESPONSBILITY (CSR)

Aligned with the CSR philosophy, your Company focusses on three thrust areas: Digital Financial Inclusion, Disaster
Management, and other initiatives encompassing environmental sustainability, road safety, and healthcare. Through its
Digital Financial Inclusion efforts, LTF aims to bridge the digital divide by providing access to financial services, empowering
undeserved communities, especially women, and promoting financial literacy. Your Company also acknowledges the
importance of disaster management and actively engages in initiatives to support communities affected by natural calamities
as and when required. They contribute to relief and rehabilitation efforts, helping affected individuals and communities
recover and rebuild their lives. Additionally, your Company undertakes various initiatives in environmental sustainability like
capacity building for water user groups, tree plantation under Project Prakruti, road safety awareness, and healthcare.

Through investments in these areas, your Company strengthens its relationships with stakeholders and brings about a
positive difference in society by promoting inclusion, resilience, sustainability, and well-being.

Your Company's CSR footprint is spread across a wide geographic area, covering 9 states, 22 districts, and over 1000
villages. This extensive reach enables for a significant impact on rural communities. The CSR initiatives have positively
touched the lives of more than 30 lakhs beneficiaries, bringing about meaningful change and improving the quality of life for
many individuals and families.

9 22 L/1,000+ 30 1akhs+

States Districts Villages Beneficiaries Reached

through CSR Initiatives

Under the Digital Financial Inclusion initiative, several significant achievements have been made. The Digital Sakhi

project successfully reached out to over 11 lakhs community members, providing them with essential financial services
through digital platforms. LTF successfully empanelled over 400 new Sakhis in new geographies, Karnataka and Kerala.
Additionally, more than 1 lakh community members were connected to various social entitlement schemes, ensuring

better access to Government benefits. Notably, there was a commendable 12% increase in the adoption of digital
payments among community members, promoting a cashless economy and enhancing financial inclusion. Furthermore, the
initiative identified and trained over 5,000 women entrepreneurs on essential entrepreneurship skills, fostering economic
empowerment and sustainable development in the community. These achievements reflect the positive impact of the
Digital Financial Inclusion programme on individuals and communities, driving progress and inclusivity.
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Under the Disaster Management vertical, the CSR initiative has achieved significant milestones. Over 90 sessions were
conducted to enhance the capacity of water user groups (WUGs), empowering them to effectively manage water resources
during disasters. Through various measures, an impressive 280 KL lakhs+ of water was replenished, ensuring sustainable
water management and resilience in the face of calamities. In the realm of environmental sustainability, the CSR initiative
brought about positive change by planting over 50,000 saplings across 140 acres of land through Project Prakruti. This
initiative contributes to the restoration of ecosystems and promotes a greener environment. Furthermore, the CSR initiative
focussed on road safety awareness, reaching out to over 16,000 students through more than 20 sessions. These endeavours
aimed to educate and instil responsible behaviour among the younger generation, making roads safer for everyone.
Additionally, 34,000+ beneficiaries were provided with essential eye care services through 100 Eye Camps, ensuring access
to eye health and promoting well-being. These achievements reflect the commitment of your Company’s CSR initiatives
towards disaster management, environmental sustainability, and the well-being of communities.
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FY23

11 1akhs+ 5,000+ 50,000+

Digital Sakhi: Community Women Entrepreneurs Saplings Planted
Members Reached Trained under Project Prakruti

280 KL lakhs+ 16,000+ 34,000+

Water Replenished Students Reached for Beneficiaries Provided
Road Safety Awareness with Eye-care Services

Cumulative Since Launch

29 lakhs+ 11,600 1,18,000

Digital Sakhi: Community Women Entrepreneurs Saplings Planted under
Members Reached Trained Project Prakruti

46,000+ 34,000+

Students Reached for Beneficiaries Provided
Road Safety Awareness with Eye-care Services
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(@E Grass Root Development Issues & CSR Approach

In rural India, there are several prevailing issues that require attention, especially in the areas of digital and financial literacy

and environmental sustainability. The lack of digital and financial literacy hinders rural communities, especially women, from
fully participating in the digital economy and accessing essential financial services. Moreover, environmental sustainability is

a pressing concern, with deforestation, soil erosion, and depleting natural resources, especially water levels, threatening the
livelihoods of the rural population.

These core issues in rural areas align with the CSR thrust areas for your Company. The emphasis on digital financial inclusion
enables LTF to address the lack of digital and financial literacy in rural communities. This is achieved by providing education
and training programmes on financial services and digital platforms, with a special focus on women. Initiatives promoting
environmental sustainability, particularly plantation drives, align with your Company's commitment to preserving and
restoring ecosystems in rural areas. Additionally, your Company's involvement in road safety initiatives and healthcare,
including eye care camps, addresses the health-related concerns of rural populations. This ensures their well-being and
supports Sustainable Development Goal 3 (good health and well-being).

The CSR thrust areas are aligned with the SDGs as well as LTF's business ambitions.

Alignment with our Business

Thrust Areas
" Sustainability Ambitions

Alignment with SDGs

NO GENDER
1 POVERTY EQUALITY

Top Class ‘Digitally Enabled’ Retail
Finance Company
Financial Literacy (Product Focused to Customer Focused)

Digital and

10 REDUGED
INEQUALITIES

V' N
(=)

v

13 oo 15 oiiuw

Carbon Neutral by FY35 & Maintaining
Disaster Management Water Neutrality

17 PARTNERSHIPS
FOR THE GOALS
Profitability with Ethical, Environmental

Other Initiatives and Social Responsibility @




LTF recognizes the importance of CSR in contributing
to the overall well-being of society. With a focus on
addressing core ground issues, your Company has
realigned its CSR Vision and Mission statements with its
business strategy.

The vision statement of LTF is centered around the
financial and digital transformation of rural communities,
with a strong focus on creating opportunities for
sustainable livelihoods. With an aim to empower
individuals specially women living in rural areas by
equipping them with the necessary financial and digital
knowledge to thrive in an increasingly interconnected
world. By bridging the gap between rural communities

Vision
Financial and digital transformation
of rural communities and creating

opportunities for sustainable
livelihoods for them.

ﬁ Sustainability Performance

and the digital economy, we envision a future where
every individual in these communities has access to
financial services, digital tools, and relevant trainings.

Our mission is to revitalise and create a sustainable
livelihood and financial ecosystem specifically designed
for farmers, rural women, and youth. LTF is dedicated
to empowering these marginalised groups by providing
them with the necessary tools, resources, and support
to enhance their economic opportunities and improve
their overall quality of life. By focusing on revitalise
and creating sustainable livelihoods, we strive to bring
positive and lasting change to these communities and
contribute to their overall development.

Mission

We strive to revitalise and create

sustainable livelihood and financial
ecosystem of and for farmers, rural
women and youth.
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Your Company implements its CSR programmes on-site
through strategic collaborations with NGO partners,
actively involving community-based organisations,

and engaging relevant stakeholders from the served
communities. Recognising the expertise and grassroots
knowledge possessed by NGOs and community-based
organisations, LTF leverages their deep understanding of
local challenges and needs. By working closely with these
partners, your Company ensures that its CSR initiatives
are tailored to address the specific requirements of

the communities. This collaborative approach fosters a
sense of ownership and active participation among the
stakeholders, enabling the programmes to have a more
significant and sustainable impact.

To ensure effective implementation and oversight of
its CSR programmes, LTF CSR Committee comprising
experienced professionals, oversees the planning,
execution, and monitoring of CSR initiatives, ensuring

alignment with the Company's CSR policy and goals.
The Committee conducts regular assessments and
evaluations to measure the impact and effectiveness of
the programmes, making necessary adjustments and
improvements as required.

Additionally, the CSR Committee reports to the Board
of the Company, which provides strategic guidance
and ensures that CSR initiatives align with the overall

vision and values of LTF. This comprehensive governance
structure guarantees that CSR efforts are transparent,
accountable, and continuously aligned with the
Company's commitment to creating a positive and
sustainable impact on society.

Your Company prioritises the monitoring and evaluation
of its CSR projects to ensure their effectiveness and
alignment with the intended goals. Your Company
employs a comprehensive approach that incorporates
various review mechanisms and feedback channels.

Monthly online reviews play a vital role in monitoring and
evaluation, allowing for virtual discussions with the NGO
partners and project team on the ground, tracking project
progress, measuring impact, and gathering feedback from
stakeholders. This enables continuous monitoring and
facilitates prompt decision-making.

On-site field visits form an essential component of the
monitoring process. They provide first-hand insights
into project implementation and allow your Company’s
CSR representatives to assess the impact on the ground.
These visits ensure that the projects are being executed
as planned and help identify any challenges or areas for
improvement.

A robust feedback mechanism is also established to
capture the perspectives of beneficiaries, project partners,
and other stakeholders. Your Company encourages open
communication channels to receive regular feedback

on project performance, impact, and areas that require
attention. This feedback is crucial in evaluating the
effectiveness and sustainability of the projects.

The combination of online reviews, on-site visits, feedback
mechanisms, and regular desk reviews ensures that your
Company maintains a robust monitoring and evaluation
system for its CSR projects. This approach allows for
continuous improvement, accountability, and the
optimisation of project outcomes, ultimately enhancing
the impact of LTF's CSR initiatives.

CSR Thrust Areas

The CSR thrust areas of LTF encompass a range of critical
domains that address key societal needs. Firstly, your
Company places a strong emphasis on digital financial
inclusion, recognising the transformative power of
technology in bridging the financial gap in rural areas by
leveraging digital platforms.
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for FY23 are mentioned below:
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Digital Financial Inclusion — Digital Sakhi Intervention

The Digital Sakhi project is a flagship programme of your Company aimed at empowering rural
women and community members through digital and financial literacy. The programme follows a
cascading model, where trained women, known as Digital Sakhis, in turn, train fellow citizens in their
communities. The Digital Sakhis identify existing women entrepreneurs and help them with capacity-
building programmes, nurturing their entrepreneurial skills. Additionally, they work to converge
various social entitlement schemes to benefit the larger community. State-wise programme highlights

Project Initiation FY20 West Bengal

Villages 167 118
Digital Sakhis 450 100
Women Entrepreneurs 2,000 1,000
Community Members Outreached 7,53,185 82,184
Digital Seva Kendras 80 61

Increase in Adoption Levels Since
Project Initiation

Digital Payments —
15% to 98%

Aadhaar Enabled Payment
System — 0% to 91%

Project Initiation FY23 Karnataka

Villages 310 100
Digital Sakhis 310 100
Women Entrepreneurs 4,100 1,000
Community Members Outreached 2,26,407 60,954
IEC (Informtion, Education &

Communication) Campaign Through 900 150

Wall Paintings
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The Business Plan Competition organised for women entrepreneurs in East Medinipur, West Bengal, by LTF, proved
to be an incredible platform for showcasing their skills and expertise. In FY23, a total of 1,000 talented women
entrepreneurs were carefully chosen to participate in the competition. These aspiring entrepreneurs had the
opportunity to present their well-structured business proposals to a distinguished panel of judges, consisting of
seasoned business professionals and subject matter experts. The competition offered an impressive cash prize of

% 5.50 lakhs, which served as a significant motivation for these women, as it provided the much-needed financial
support to kickstart or expand their ventures. Overall, this competition has played a pivotal role in promoting

and encouraging women's entrepreneurship, empowering them to attain remarkable success in their respective
businesses.

In both the states, six district-level workshops were organised, which witnessed the participation of Government
officials, Non-Governmental organisations, and Media representatives. To enhance capacity building, strategic
partnerships were established with organisations, such as DCC Bank, Myrada, and RSETI (Rural Development and
Self Employment Training Institute). These partnerships facilitated the conduct of training programmes aimed at
empowering the community members and promoting their entrepreneurial skills. The Digital Sakhi projects in
Karnataka and Kerela reflects a comprehensive approach to digital empowerment and community development.

e A1 R | TER MES T R AT 41 R T R WA F IR § S1ET Aol Tl a1 R o e fefes
Tl ATt 44t 99 T TG A G A1 e TR a9 TE St w1 7 art atesrel 6 fefie w0 ¥ @R
FIEUMS &7 F qER T4 w2

“Earlier | used to be afraid of stepping out of the house and | had limited knowledge about savings
and expenditure but now | am called a ‘Digital Sakhi’. | have become self-reliant.”

Secondly, disaster management holds a significant focus for your Company, placing emphasis on capacity building for water
user groups. Recognising the vulnerability of communities to natural calamities, your Company supports initiatives that
enhance community resilience by strengthening their ability to manage and mitigate the impact of disasters. This includes
providing training and resources to water user groups, enabling them to effectively respond to and recover from water-related
emergencies.

The capacity building of water user groups has proven to be an instrumental approach in the effective management of

water resources in Maharashtra’s Osmanabad and Beed districts. Through timely training, these water user groups have been
empowered to make significant contributions towards water replenishment efforts. In a remarkable achievement, over 280+
lakhs kilolitres of water has been replenished because of their enhanced knowledge and skills. This accomplishment is spread
across 122 villages, underscoring the widespread impact of capacity-building initiatives. By equipping these groups with the
necessary tools and techniques, the communities have collectively addressed water scarcity challenges and ensured sustainable
utilisation of this precious resource. In some places, the availability of water has also helped in ensuring biodiversity.

N
o
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Other Initiatives - Environmental

Q b4 o
c»o Sustainability, Roadsafety &
Healthcare

In addition to these core areas, your Company also
undertakes other initiatives in the domains of environmental
sustainability, road safety, and healthcare. Your Company

is committed to promoting environmentally responsible
practices and conservation efforts to protect and preserve
the ecosystems within the communities it operates in
through horticulture and other plantation projects. LTF

also works towards enhancing road safety awareness and
implementing measures that contribute to safer behavioural

practices. Moreover, your Company recognises the
significance of healthcare and supports initiatives that
promote access to quality healthcare services, particularly
for senior citizens in eye health care.

Project Prakruti, initiated by your Company, is a
commendable tree plantation endeavour aimed at
restoring green cover and promoting sustainable
agriculture. Spanning over 140 acres of arid land in
Karnataka, the project has successfully planted more than
50,000 saplings using a horticulture model. Following

the WADI (Orchard) development concept, the project

has implemented various interventions in FY23. In the

first year, activities such as farmer selection, pit digging,
plantation, and maintenance were carried out. The second
year shall focus on capacity building of farmers, replacing
first-year mortalities, and providing training to farmers.
The third year will witness the formation of collectives, the
establishment of backward and forward market linkages,

E Sustainability Performance

and other crucial steps. This scientific approach shall result
in higher survival rates, enhanced farmer engagement,
long-term sustainability, improved yield, and ultimately,
better economic returns for all stakeholders involved.
Project Prakruti stands as a shining example of the positive
impact that tree plantation initiatives can have on the
environment and the economy.

The Road Safety programme in Mumbai and Healthcare
initiative in Nagpur, Maharashtra, have made a significant
impact. The outreach efforts through 20 road safety
awareness sessions have reached over 16,000 school
students, helping them understand the importance of
road safety and promoting safe practices. Additionally,

the 100 eye camps conducted in Nagpur have benefitted
more than 34,000 community members in need, providing
them with essential eye care services.

By focussing on these thrust areas, your Company
demonstrates its commitment to creating a positive and
sustainable impact on society. The Company actively
engages in initiatives that foster financial inclusion,
disaster resilience, environmental sustainability, road
safety, and healthcare, contributing to the overall well-
being and development of communities.
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CSR Communication

Your Company has effectively communicated its CSR
initiatives by utilising various platforms to engage
stakeholders. Through the strategic use of social media,
LTF has shared over 100 posts, effectively reaching a
wide audience and generating awareness about their
CSR programmes. These posts have provided updates,
success stories, and impact reports, allowing stakeholders
to stay informed and connected with your Company's
endeavours. Additionally, your Company has also
employed print media, with more than 40 articles in
newspapers and magazines, further extending the reach
of their CSR communication. By adopting a multi-channel
approach, LTF has actively involved stakeholders, fostering
transparency and encouraging their active participation
and support in their CSR initiatives.

zﬁ@fp CSR Impact Assessments: Brief
%\ (ﬂ Findings

In accordance with Rule 8(3) of the Companies (CSR
Policy) Rules, 2014, LTF has conducted Social Impact
Assessments for three CSR projects completed during
FY21. Your Company recognized the importance of
evaluating the outcomes and effectiveness of its initiatives.
Your Company specifically conducted impact assessments
for the Digital Sakhi project and the Integrated Water
Resource Management project in Maharashtra, enlisting
the expertise of an external agency for this purpose. By

engaging an external agency, your Company ensured an
objective and unbiased evaluation of the social impact
generated by these projects. These assessments provide
valuable insights into the effectiveness and positive changes
brought about by the CSR initiatives, enabling LTF to

make data-driven decisions and further enhance the social
impact of its projects. By adhering to the requirements

set forth in the CSR policy, your Company demonstrates

its commitment to transparency, accountability, and
continuous improvement in its CSR endeavours.

Some of the major findings are elaborated below.
For detailed insights into Impact Assessment Reports, please
visit our website www.[tfs.com

4

The impact assessment findings of Digital Sakhi
Maharashtra (Phase 1) provide valuable insights into the
project’s outcomes and effectiveness. The assessment,
conducted by CRISIL, aimed to evaluate the relevance

of the intervention, the impact on beneficiaries and
households, and the change in financial decision-making
capabilities post-intervention. The project extended from
FY18 to FY21 and was implemented in Pune, Osmanabad,
and Solapur.
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The assessment revealed that the intervention undertaken
through the Digital Sakhi project was highly relevant to

the needs and challenges faced by the beneficiaries. The
project proficiently addressed the digital divide, empowering
women with digital literacy and financial inclusion.

The impact assessment also indicated significant positive
outcomes for the beneficiaries and their households. The
intervention resulted in increased digital access and financial
knowledge, enhancing the participant’s ability to make
informed financial decisions. It also led to an improvement
in digital skills and confidence among the women
beneficiaries, enabling them to leverage digital platforms for
various transactions and services.

g Sustainability Performance

Moreover, the assessment noted a notable shift in the
financial decision-making prowess of the beneficiaries after
the intervention. Women participants exhibited increased
confidence in handling financial matters, showcasing a
positive impact on their overall financial independence and
decision-making capabilities.

Overall, the impact assessment findings demonstrate that

the Digital Sakhi Maharashtra (Phase 1) project effectively
addressed the needs of the beneficiaries, generated a positive
impact in terms of digital literacy, financial inclusion, and
financial decision-making abilities. These findings validate the
project’s success in empowering women and fostering their
socio-economic development in Pune, Osmanabad

and Solapur.
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Snapshot of Findings:
Digital Sakhis

Baseline

Parameters (FY18)

Adoption of Digital Payment Modes

Knowledge of Government Schemes

Contribution to Family Income

Participation in Financial Decision Making

Sustainability of Livelihood

Continued Engagement with BFSI Segment

Women Entrepreneurs

Baseline
(FY18)

Parameters
Adoption of Digital Payment Modes

Impact on Overall Business (Trade Volume, and Profitability,
among others)

Contribution to Family Income

Participation in Financial Decision Making

Awareness on Access to Formal Sources of Financial Services
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Assessment
(FY22)

Assessment
(FY22)
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Community Members

Assessment

Parameters (FY22)

Bank Accounts

Smartphones

Awareness of Digital Payments

Usage of Digital Modes of Payments
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@ Jalvaibhav Project - Maharashtra

The Impact Assessment findings of the Jalvaibhav project,
implemented in Maharashtra, highlight the significant
outcomes achieved during the project period from FY19
to FY21. The assessment, conducted by CRISIL, sheds
light on the project's impact on various aspects related

to water availability, biodiversity, ecological balance, and
agricultural practices. The project covered 122 villages in
Marathwada and its adjoining regions.

One of the major outcomes of the Jalvaibhav project
was an increase in the availability of water. Through
the implementation of various water conservation
and management techniques, the project succeeded
in augmenting water resources in the region, thereby
benefitting the local communities and agriculture.

Furthermore, the project had a positive impact on
biodiversity, both in terms of flora and fauna as well as the
overall ecological balance. By implementing sustainable
practices, the project contributed to the preservation and
enhancement of biodiversity, fostering a healthier and
more resilient ecosystem.

The Jalvaibhav project also focused on capacity building
among farmers, equipping them with climate-resilient
agricultural practices. This enabled farmers to adapt

to changing climatic conditions, mitigate risks, and
enhance productivity. As a result, there was an increase in
production, leading to improved agricultural outcomes for
the farmers involved in the project.

Overall, the Impact Assessment findings of the Jalvaibhav
project demonstrate its positive and transformative
impact. The project effectively addressed water scarcity,
enhanced biodiversity, strengthened ecological balance,
and empowered farmers with climate-resilient practices.
These outcomes have contributed to sustainable
development and improved livelihoods in the 122 villages
of Marathwada and its adjoining regions in Maharashtra.

Snapshot of Findings:

72.55% of respondents found water
harvesting structures impactful in increasing the
groundwater level.

Quality of constructed rainwater storage

55.88%

Excellent Good Fair

Many water structures were constructed in the
past, but no one told us how to maintain the
structures. The Jalvaibhav program involved us
in the process and showed us how to maintain
the structures"

- Annasaheb Vishnu Hugle, Karmala, Solapur

71.24% of farmers strongly emphasised on
maintaining the water harvesting structures in their
villages for a long-lasting impact on agriculture.
There remains a strong accountability among the
farmers to maintain the structures for the larger
benefits of the community.
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ﬁ EMPLOYEE VOLUNTEERING - BOONDEIN

Your Company adopts a multi-faceted approach to its Employee Value Proposition (EVP) initiatives, addressing different
aspects of social development and impacting various areas. The following high impact sessions were conducted:

» Storytelling session with municipal corporation school students
» Capacity building sessions on ESG with NGOs

> Life skills session with teenagers

» Digital and financial learning session for rural women

LTF's EVP initiatives demonstrate your Company’s commitment to social responsibility and employee engagement. It is
inspiring to see the positive impact that your Company is making in the communities it serves.

Employee Volunteering Activities in a Nutshell

828 ®
(@)

No. of Volunteers: 61 " 7 No. of Volunteering hours: 171

B&dOndein

A

No. of Beneficiaries: 558 No. of NGO Partners: 8

=
gﬂ Grievance Redressal: CSR

Your Company has implemented proactive measures to establish a CSR Grievance Redressal System within its projects. This
system ensures that any grievances related to CSR initiatives, along with other grievances, are addressed in a timely and
effective manner. The dedicated grievance redressal team at project site offices is responsible for receiving these grievances
and directing them to the CSR division for resolution.

Notably, in FY23, no grievances were reported under the CSR division, indicating the effective implementation of CSR
initiatives and the satisfaction of the stakeholders involved. This reflects your Company’s commitment to ensuring
transparency, accountability, and the smooth functioning of its CSR projects.

To facilitate communication and access, the contact details of the grievance redressal officer is published and made
available on your Company’s website under the CSR section. Additionally, individuals with grievances can send an email to
csr@ltfs.com, and the CSR team will promptly address their queries, grievances, and complaints related to LTF's CSR projects.

By establishing a dedicated CSR Grievance Redressal System and providing clear channels of communication, LTF
demonstrates its commitment to addressing concerns. It also ensures a transparent and efficient process for handling
grievances in relation to its CSR initiatives.
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LTF recognises the importance of natural resources as a shared resource, which is critical to society’s
well-being. In lines with this belief, your Company has incorporated ‘Sustainable future growth
through ESG’ as an important pillar of its business strategy and formulated clear vision and goals
towards its achievement. In its operation LTF has accelerated its efforts to reduce/optimise its
natural resource consumption and neutralise it wherever possible. This has been realised through
focused projects aimed at natural resource augmentation, in accordance with the UN’s decade of
action requiring accelerating sustainable solutions. 111x surplus water replenishment in FY23,and
30% absolute reduction in the Company’s Scope 1 & 2 emissions throughout pan India operations,
indicates our success and acceleration towards its Lakshya goals.
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LTF's Approach
to Natural Capital

Reducing . .
. . . Climate Action
Environmental Action Against .
. Resource Efficiency through
Impact through Climate Change .
.. investments
Policies

Emissions
and Energy
Management

N
6,728 a

Total Renewable Energy
Procured (Green Power)

N
50,000+

Saplings Planted in FY23

Mitigating Climate
Risk in Business

Water Management Waste Management

AN
%
~30%
Reduction in Scope 1 and 2
Emissions in FY23 over FY22

N
280 lakhs KL+

Water Replenished
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REDUCING ENVIRONMENTAL IMPACT THROUGH POLICIES

Your Company has in place a comprehensive
Environmental Policy with the objective of upholding
environmental sustainability. It is committed to delivering
its products and services in an environmentally safe and
responsible manner. The Policy provides a framework
covering all LTF's offices, branches and companies and
includes aspects on regulatory compliance, energy
conservation, waste management, emissions reduction,
and accurate environmental performance reporting.

Your Company is also cognizant of the environmental
impact through its paper consumption and generation
and disposal of E-Waste because of its significant digital
infrastructure. To mitigate this, it has adopted an E-Waste
Policy which guides safe and responsible disposal of
E-Waste. The Policy has been developed to augment your
Company’s efforts as it strives to achieve zero waste to
landfill and seeks to manage all IT assets in line with the
E-Waste management rules.

LTF has also instituted an ESG Policy and a Sustainability
Policy in line with its intent of being a sustainable
institution. The ESG Policy outlines your Company’s
approach towards sustainability and ESG. It provides a
guiding framework to manage its ESG impacts and risks
and enables responsible financing oriented towards long-
term value creation. Your Company has also instituted

an exclusion list for activities to which it adheres to while
making lending and financing decisions. This exclusion
list also includes activities such as thermal and mining
projects financing, among others. The Sustainability
Policy has been developed to embed its core values in the
organisation’s culture.

Your Company has also instituted a Third-Party Code
of Conduct. Through this, LTF has also extended its
sustainability commitment to its vendors and suppliers.

Developing a Third-Party Code of Conduct

\V/

Extending Third-Party Code of Conduct to all
existing vendors and newly onboarded vendors

7

During FY23, your Company started assessing its suppliers
on various sustainability indicators such as emissions,
energy, water, waste, diversity, human rights, and
corporate governance, among others.

The policies are available on the corporate website and
are accessible to the public through the link: https:/www.
[tfs.com/csr

ACTING AGAINST CLIMATE
CHANGE

The consequences of climate change, such as rising sea
levels, more frequent and severe weather events, and
altered precipitation patterns, have started affecting
communities and businesses worldwide. As a result,
climate change has become an increasingly important
issue for financial institutions to address. These institutions
have a critical role in financing the transition to a low-
carbon economy and managing the financial risks
associated with climate change. LTF takes active steps in
mitigating the impact of climate change in its operations
and strives to promote positive environmental impact
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through its lending activities. Your Company has set a
Carbon Neutrality target in line with this target till 2035.
It has also taken active measures to align its business
activities with the goals of the Paris Agreement of keeping
global warming levels well below 2°C above pre-
industrial levels by 2050. Your Company has developed

a Carbon Neutrality and decarbonisation strategy to
reduce GHG emissions for its operations by 2035. In line
with International action on Climate Change, LTF is in the
process of evaluating its financed emissions and post-
evaluation, intends to strategise its actions/commitments
towards Net Zero as per feasibility.

~ o
@ Emissions Management

Your Company continuously takes measures to reduce
the energy consumption on its premises, which decreases
GHG emissions. Despite its limited emission impact
because of its activities, it has taken initiatives to develop
a comprehensive GHG inventory, monitor environmental
performance and set carbon neutrality targets. The
Scope 1 emissions for LTF are mainly through the fuel
consumption in diesel generators (DG sets) and Company-
owned vehicles. From FY23, your Company has also
established systems to monitor and report the emissions
from refrigerant leakages and fire extinguishers which
falls under Scope 1. The Scope 2 emissions for LTF are from
purchased electricity at its offices and branches. Scope

ﬁ Sustainability Performance

3 emission’s boundary has been expanded to cover
emissions from purchased goods and services, as well as
upstream leased assets, in addition to business travel and
paper consumption reported in the previous year.

LTF has taken significant steps to reduce the emission
impact of its operations through directed steps. To
reduce its Scope 1 emissions, it intends to transition
towards energy generation from solar PV and switch to
greener fuels for DG sets. Your Company will also phase
out high Global Warming Potential (GWP) refrigerants
used in ACs and fire extinguishers. LTF plans to reduce its
Scope 2 emissions at its corporate offices and branches
through adoption of green power and implementation of
energy efficiency measures as feasible. LTF has reduced
its Scope 1 & 2 emissions by ~30% by increasing its
renewable power procurement. Your Company is also
working towards implementing measures to reduce its
Scope 3 emissions. To achieve this, it will encourage

the adoption of electric vehicles, implementation of
digitisation to reduce paper consumption and policy
measures to reduce the emissions from business travel.
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Emission Scope Emission from

Fuel in DG Set tCO,e 49.94 243
Branches tCO,e 37.38 48.25

Scope 1#
Refrigerant* tCO,e 282.63 297.00
Fire Extinguisher* tCO2e - 39.46
Electricity - Corporate

17.2 -

Office 102 817.23

Scope 2* Electricity - Branches tCO,e 2,225.84 1,604.27
Electricity - Rural Group
Loans & Micro Finance tCO.e 1,327.72 1,323.97
Branches

Total Emissions (Scope 1 + Scope 2) tCO,e 4,740.76 3,315.36

Scope 1 and 2 Intensity/Employee tCO,e/employee 0.19 0.12

Total Scope 1 and Scope 2 emissions per ¥ of tCO,e/per ¥ of turn-
turnover over

0.000000038 0.000000025

#For Scope 1 emissions, the boundary changed in FY23 compared to FY22. LTF also started monitoring and reporting emissions from
refrigerant and fire extinguisher leakages and accordingly numbers have been changed.

## The Scope 1 emissions number for FY22 was revised as the emissions from refrigerant leakages have also been accounted.
*For Scope 2 emissions, the emission factor was revised for FY23 based on Central Electricity Authority (CEA) v18.

Business Travel tCO,e 709.68 1,297.76

Paper Consumption tCO,e 2,938.07 367.65

Upstream Leased Assets* tCO,e - 54.72

Purchased Capital Goods* 2,331.79
pertormance indicator ——Junits |2 | _ra

Scope 3 Emissions* tCO,e 3,647.75 4,051.92

Scope 3 Intensity/Employee tCO,e 0.15 0.15

Total Scope 3 Emissions per % of Turnover tCO,e 0.0000000296 0.0000000305

* Scope 3 Emissions included in boundary in FY23
# For Scope 3 emissions, the boundary was changed in FY23 compared to FY22. LTF also started monitoring and reporting emissions from
upstream leased assets and purchased capital goods.
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The increase in Scope 1 and Scope 3 emissions can be attributed to the increased number of branches and the expanded
emission boundary for Scope 1 and Scope 3. Further the drop in Scope 2 emissions in FY23 compared to FY22 is attributed
majorly to increased renewable energy consumption in the Company’s operations and reduced grid electricity emission
factor.

LTF's Emission Reductions

4,741
GJN
o 3,315
Y
(
%]
c
k]
£ ‘
(NN
o ‘o)
Emissions (in tco,e)
LTF’s Scope 1 and 2 emission (FY22) . LTF’s Scope 1 and 2 emission (FY23)

Energy Management:

Switching to Green Power

Your Company started procurement of green power for its
operations. In FY23, 100% operation of its corp