Note: This Preliminary Placement Memorandum is strictly for a private placement and is only an information brochure intended for private use. Nothing in this Preliminary Placement Memorandum shall constitute and/or deem
to constitute an offer or an invitation to offer to the public or any section thereof to subscribe for or otherwise acquire the Debentures in general under any law for the time being in force. This Preliminary Placement Memorandum
should not be construed to be a prospectus or a statement in lieu of prospectus. This Preliminary Placement Memorandum and the contents hereof are restricted for only the intended recipient(s) who have been addressed

directly and specifically through a communication by the Issuer and only such recipient(s) are eligible to apply for the Debentures. All investors are required to comply with the relevant regulations/guidelines applicable to them

for investing in this Issue.
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FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

Serial No.
Addressed to:

PRELIMINARY PLACEMENT MEMORANDUM

LUCKNOW MUNICIPAL CORPORATION
(A municipal corporation constituted under Article 243Q(1)(c) of the Constitution of India, 1949 and
established under the Uttar Pradesh Municipal Corporations Act, 1959 on February 1, 1960)
Date of Incorporation: February 1, 1960
Office: 1, Trilok Nath Road, Lalbagh, Nagar Nigam, Lucknow, Uttar Pradesh — 226001
Telephone No.: 6389300023
Contact Person: Mr. Maha Milind Lal
Email: caolmc@nic.in
Website: www.Imc.up.nic.in

PRELIMINARY PLACEMENT MEMORANDUM FOR PRIVATE PLACEMENT OF UPTO 1,000 (ONE
THOUSAND) RATED LISTED SECURED REDEEMABLE NON-CONVERTIBLE BONDS IN THE
NATURE OF DEBENTURES OF THE FACE VALUE OF RS. 10,00,000/- (RUPEES TEN LAKHS ONLY)
EACH, FOR CASH, AGGREGATING UPTO RS. 100,00,00,000/- (RUPEES ONE HUNDRED CRORES
ONLY) WITH A GREEN SHOE OPTION OF UPTO 1,000 (ONE THOUSAND) RATED LISTED SECURED
REDEEMABLE NON-CONVERTIBLE BONDS IN THE NATURE OF DEBENTURES OF THE FACE
VALUE OF RS. 10,00,000/- (RUPEES TEN LAKHS ONLY) EACH, FOR CASH, AGGREGATING UPTO
RS. 100,00,00,000- (RUPEES ONE HUNDRED CRORES ONLY) COMPRISING OF SEPARATELY
TRANSFERABLE REDEEMABLE PRINCIPAL PARTS (“DEBENTURES”) ON A PRIVATE PLACEMENT
BASIS (“ISSUE”)

BACKGROUND

This Preliminary Placement Memorandum is related to the Debentures to be issued by Lucknow Municipal
Corporation (Lucknow Nagar Nigam) on a private placement basis and contains relevant information and
disclosures required for the purpose of issuance of the Debentures in terms of the Securities and Exchange
Board of India (Issue and Listing of Municipal Debt Securities) Regulations, 2015, as amended from time to
time.

GENERAL RISKS

Investment in debt and debt related securities involve a degree of risk and investors should not invest any
funds in the debt instruments, unless they can afford to take the risks attached to such investments.
Investors are advised to read the Preliminary Placement Memorandum carefully before taking an investment
decision in relation to this Issue. For taking an investment decision, the investors must rely on their own
examination of the Issuer, this Preliminary Placement Memorandum issued in pursuance hereof and the
Issue including the risks involved. Specific attention of investors is invited to statement of Risk Factors
contained under Section 3 (Risk Factors) on page 16 of this Preliminary Placement Memorandum.
These risks are not, and are not intended to be, a complete list of all risks and considerations relevant to
the Debentures or investor’s decision to purchase the Debentures. The Issue of Debentures has not been
recommended or approved by SEBI nor does SEBI guarantee the accuracy or adequacy of this Preliminary
Placement Memorandum.

The Issuer confirms that, as of the date hereof, this Preliminary Placement Memorandum (including the
documents incorporated by reference herein, if any) contains all information that is material in the context
of the Issue and sale of the Debentures and is accurate in all material respects and does not contain any
untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements made herein, in the light of the circumstances under which they are made, not misleading in any
material respect.

CREDIT RATING

The Debentures proposed to be issued by the Issuer have been rated by India Ratings & Research Private
Limited (“India Ratings”) and Brickwork Ratings India Private Limited (“BWR”) (collectively the “Rating
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Agencies”). India Ratings has vide its letter dated February 12, 2020 as revalidated vide its letter dated
March 5, 2020 assigned a rating of ‘Provisional IND AA/ Stable’ in respect of the Debentures and has issued
a rating rationale dated February 12, 2020. BWR has vide its letter dated January 31, 2020 as revalidated
vide its letter dated March 4, 2020 assigned a rating of ‘Provisional BWR AA (CE)/ Stable’ (pronounced
‘Provisional BWR Double A (Credit Enhancement)’) in respect of the Debentures and has issued a rating
rationale dated February 5, 2020. The above ratings are not a recommendation to buy, sell or hold securities
and investors should take their own decision. The ratings may be subject to revision or withdrawal at any
time by the Rating Agencies and should be evaluated independently of any other ratings. Please refer to
Annexure Il of this Preliminary Placement Memorandum for the letters dated February 12, 2020 and March
5, 2020 from India Ratings and the letters dated January 31, 2020, March 4, 2020 and February 5, 2020
from BWR assigning the credit ratings abovementioned and the rating rationale adopted by the Rating
Agencies for the aforesaid credit ratings, respectively.

ISSUE SCHEDULE
Bid Opening Date/ Issue Opening | [e], 2020
Date
Bid Closing Date/ Issue Closing | [e], 2020
Date
Deemed Date of Allotment [], 2020

The Issuer reserves the right to change the Issue Schedule including the Deemed Date of Allotment at its
sole discretion, without giving any reasons or prior notice. The Issue shall be open for subscription during
the banking hours on each day during the period covered by the Issue Schedule.

LISTING

The Debentures are proposed to be listed on the wholesale debt market of the BSE Limited (‘BSE”), being
the designated stock exchange.

This Preliminary Placement Memorandum is dated March 6, 2020

Merchant Bankers to the Issue

Debenture Trustee

Registrar to the Issue

BUILDING BONDS

Gihre BNk
l--l HDFC BANK

Vel LinCaraland yolr word

@JJIL

CATALYST

K-INTECH

A.K. Capital Services Limited
30-38, 3 Floor, Free Press
House, Free Press Journal Marg,
215, Nariman Point, Mumbai-
400021, India

Tel: 022-67546500/ 66349300
Fax: 022-66100594

E-mail:
varun.kaushik@akgroup.co.in
Investor  grievance  E-mail:

investor.grievance@akgroup.co.in
Website: www.akgroup.co.in
Contact Person: Mr. Varun
Kaushik

Compliance Officer: Mr. Tejas
Dawda

Tel. (Compliance Officer): 022-
67546546

Email (Compliance Officer):
tejas.davda@akgroup.co.in
SEBI Registration No.:

HDFC Bank Limited

Peninsula Business Park, 4th
Floor, Tower B, Senapati Bapat
Marg, Lower Parel, Mumbai -
400013, India

Tel: +91 22 66521455

Fax: +91 22 30788584

E-mail:
gaurav.shah2@hdfcbank.com
Investor  grievance  E-mail:

investor.redressal@hdfcbank.com
Website: www.hdfcbank.com
Contact Person: Mr. Gaurav
Shah

Compliance Officer: Mr. Paresh
Soni

Tel. (Compliance Officer): +91
22-24988484

Email (Compliance Officer):
paresh.soni@hdfcbank.com

Catalyst  Trusteeship
Limited (Formerly known
as GDA Trusteeship
Limited)

‘GDA House', Plot No. 85,
Bhusari Colony (Right),
Kothrud, Pune - 411038,
India

Tel: 022-49220543

Fax: 022-49220505
E-mail:  complianceCTL-
Mumbai@ctltrustee.com
Investor grievance E-
mail:
grievance@ctltrustee.com
Website:
www.catlysttrustee.com

Contact Person: Mr.
Umesh Salvi

SEBI Registration No.:
IND000000034

KFin Technologies Private
Limited (Formely known as
Karvy Fintech Private Limited)
Karvy Selenium, Tower B, Plot

No- 31 & 32, Gachibowli,
Financial District,
Nanakramguda, Serilingampally,
Hyderabad, Rangareddi,

Telengana — 500032, India

Tel: +91 40 6716 2222

Fax: +91 40 23431551

E-mail:
einward.ris@kfintech.com
Investor grievance E-mail:
LMC.ncd@kkfintech.com
Website: www.kfintech.com
Contact Person: Mr. M Murali
Krishna

SEBI Registration No.:
INR000000221
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SECTION 1: NOTICE TO INVESTORS AND DISCLAIMERS
GENERAL DISCLAIMER

This Preliminary Placement Memorandum (the “Preliminary Placement Memorandum®) is neither a prospectus
nor a statement in lieu of prospectus. This Preliminary Placement Memorandum has been prepared in conformity
with the SEBI Debt Listing Regulations. This Preliminary Placement Memorandum has not been approved by SEBI.
This Issue of Debentures is being made strictly on a private placement basis. The Preliminary Placement
Memorandum does not constitute and shall not be deemed to constitute an offer or an invitation to the public to
subscribe to the Debentures. Neither the Preliminary Placement Memorandum nor any other information supplied in
connection with the Debentures is intended to provide the basis of any credit or other evaluation and a recipient of the
Preliminary Placement Memorandum should not consider such receipt a recommendation to purchase any
Debentures. Each potential investor contemplating the subscription/ purchase of any Debentures should make its own
independent investigation of the financial condition and affairs of the Issuer and its own appraisal of the
creditworthiness of the Issuer as well as the structure of the Issue. Potential investors should consult their own
financial, legal, tax and other professional advisors as to the risks and investment considerations arising from an
investment in the Debentures and should possess the appropriate resources to analyse such investment and the
suitability of an investment to the investor's particular circumstances. No person has been authorised to give any
information or to make any representation not contained in or incorporated by reference in the Preliminary Placement
Memorandum or in any material made available by the Issuer to any potential investor pursuant hereto and, if given
or made, such information or representation must not be relied upon as having been authorised by the Issuer.

The Preliminary Placement Memorandum and the contents hereof are addressed only to the intended recipients who
have been addressed directly and specifically through a communication by the Issuer. All potential investors are
required to comply with the relevant regulations/ guidelines applicable to them for investing in this Issue. The contents
of the Preliminary Placement Memorandum are intended to be used only by those potential investors to whom they
are distributed. It is not intended for distribution to any other person and should not be reproduced by the recipient or
made public or its contents be disclosed to a third person. No invitation is being made to any person other than the
investor to whom the Preliminary Placement Memorandum has been sent. Any application by a person to whom the
Preliminary Placement Memorandum has not been sent by the Issuer may be rejected without assigning any reason.

You shall not and are not authorised to: (1) deliver the Preliminary Placement Memorandum to any other person; or
(2) reproduce the Preliminary Placement Memorandum, in any manner whatsoever. Any distribution or reproduction
or copying of the Preliminary Placement Memorandum in whole or in part or any public announcement or any
announcement to third parties regarding the contents of the Preliminary Placement Memorandum is unauthorised.
Failure to comply with this instruction may result in a violation of Applicable Laws of India and/or other jurisdictions.
The Preliminary Placement Memorandum has been prepared by the Issuer for providing information in connection
with the proposed Issue. The Issuer does not undertake to update the Preliminary Placement Memorandum to reflect
subsequent events after the Allotment and thus it should not be relied upon with respect to such subsequent events
without first confirming its accuracy with the Issuer.

Neither the delivery of the Preliminary Placement Memorandum nor the issue of any Debentures made hereunder
shall, under any circumstances, constitute a representation or create any implication that there has been no change
in the affairs of the Issuer since the date thereof.

This Issue is a domestic issue restricted to India and no steps have been taken or will be taken to facilitate the Issue
in any jurisdictions other than India. Hence, the Preliminary Placement Memorandum does not constitute, nor may it
be used for or in connection with, an offer or solicitation by anyone in any jurisdiction in which such offer or solicitation
is not authorised or to any person to whom it is unlawful to make such an offer or solicitation. No action is being taken
to permit an offering of the Debentures or the distribution of the Preliminary Placement Memorandum in any jurisdiction
where such action is required. The Preliminary Placement Memorandum is not intended for distribution to, or use by,
any person or entity in any jurisdiction or country where distribution or use of such information would be contrary to
law or regulation. Persons into whose possession the Preliminary Placement Memorandum come are required to
inform themselves about and to observe any such restrictions. The Preliminary Placement Memorandum is made
available to potential investors in the Issue on the strict understanding that it is confidential and may not be transmitted
to others, whether in electronic form or otherwise.
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It is the responsibility of allottees of these Debentures to also ensure that they/ it will transfer these Debentures in
strict accordance with this Preliminary Placement Memorandum and other Applicable Laws and ensure that the same
does not constitute an offer to the public.

We believe our internal estimates for the project cost to be reasonable, such estimates may have not been verified by
any independent sources for all of the projects and neither we nor the Merchant Bankers can assure potential investors
as to their accuracy. Neither the Issuer, its committee members and its officers, nor any of their respective affiliates
or associates, Merchant Bankers nor any of its directors and its officers have any obligation to update or otherwise
revise any statements reflecting circumstances arising after the date hereof or to reflect the occurrence of underlying
events, even if the underlying assumptions do not come to fruition. In accordance with the SEBI Debt Listing
Regulations, the Issuer, the Merchant Bankers will ensure that investors in India are informed of material
developments between the date of filing the Preliminary Placement Document with SEBI and the Allotment. The Issuer
hereby declares that it has exercised due diligence to ensure complete compliance with prescribed disclosure norms
in the Preliminary Placement Memorandum.

DISCLAIMER CLAUSE OF THE ISSUER

The Issuer accepts no responsibility for statements made otherwise than in the Preliminary Placement Memorandum
or any other material issued by or at the instance of the Issuer and that anyone placing reliance on any other source
of information would be doing so at their own risk.

DISCLAIMER CLAUSE OF THE TRANSACTION ADVISOR

AK. Capital Services Limited has been appointed as the transaction advisor in respect of the Issue. The role of the
transaction advisor is limited to assisting the Issuer in preparing the capital investment plan, advising the Issuer in
relation to market scenarios, co-ordination with external agencies, liaising with credit rating agencies etc., in respect
of the Debentures. It is the responsibility of the Issuer to obtain all necessary approvals for the issuance of the
Debentures. The investors should read the Preliminary Placement Memorandum and take their own informed decision
for investment in the Debentures and in no way is the transaction advisor or any of its directors, employees and
officers responsible for any investment decision by prospective investors.

DISCLAIMER CLAUSE OF THE MERCHANT BANKERS/ ARRANGERS

The Issuer has authorised the Merchant Bankers/ Arrangers to distribute this Preliminary Placement Memorandum in
connection with the placement of the Debentures proposed to be issued under this Issue. Nothing in this Preliminary
Placement Memorandum constitutes an offer of securities for sale in the United States or any other jurisdiction where
such offer or placement would be in violation of any law, rule or regulation.

Each person receiving this Preliminary Placement Memorandum acknowledges that such person must read the entire
Preliminary Placement Memorandum and the Risk Factors stated in Section 3 (Risk Factors) on page 16 of this
Preliminary Placement Memorandum and rely on its own examination of the Issuer and the merits and risks involved
in investing in the Debentures. The Merchant Bankers/ Arrangers: (a) are not acting as trustee or fiduciary for the
potential investor; and (b) are under no obligation to conduct any "know your customer” or other procedures in relation
to any person on behalf of any potential investor. Neither the Merchant Bankers/ Arrangers nor their respective
affiliates or their respective officers, directors, partners, employees, agents, advisors or representatives are
responsible for any determination as to whether any information provided or to be provided to any finance party is
non-public information the use of which may be regulated or prohibited by Applicable Law or regulation or otherwise.

The Merchant Bankers/ Arrangers are not acting and have not been engaged to act as an underwriter with respect to
the Debentures. The Merchant Bankers/ Arrangers are authorised to deliver copies of this Preliminary Placement
Memorandum on behalf of the Issuer to potential investors which are considering participation in the Issue and shall
use this Preliminary Placement Memorandum for the purpose of soliciting subscription(s) from potential investors in
the Debentures.

The potential investor should carefully read and retain this Preliminary Placement Memorandum. However, the
potential investors are not to construe the contents of this Preliminary Placement Memorandum as investment, legal,
accounting, regulatory or tax advice, and the potential investors should consult with their own advisors as to all legal,
accounting, regulatory, tax, financial and related matters concerning an investment in the Debentures. This
Preliminary Placement Memorandum is not intended to be (and should not be used as) the basis of any credit analysis
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or other evaluation and should not be considered as a recommendation by the Merchant Bankers/ Arrangers that any
recipient participates in the Issue or advice of any sort. It is understood that each recipient of this Preliminary
Placement Memorandum will perform its own independent investigation and credit analysis of the proposed financing
and the business, operations, financial condition, prospects, creditworthiness, status and affairs of the Issuer, based
on such information and independent investigation as it deems relevant or appropriate and without reliance on the
Merchant Bankers/ Arrangers or on this Preliminary Placement Memorandum.

The Merchant Bankers/ Arrangers are acting for the Issuer in relation to the Issue of the Debentures and not on behalf
of the recipients of the Preliminary Placement Memorandum. The receipt of the Preliminary Placement Memorandum
by any recipient is not to be constituted as the giving of investment advice by the Merchant Bankers/ Arrangers to that
recipient, nor to constitute such a recipient a customer of the Merchant Banker/ Arrangers. The Merchant Bankers/
Arrangers are not responsible to any other person for providing the protection afforded to the customers of the
Merchant Bankers/ Arrangers nor for providing advice in relation to the Debentures.

Each recipient of the Preliminary Placement Memorandum acknowledges that each recipient has been afforded an
opportunity to request from the Issuer and to review and has received from the Issuer all additional information
considered by the recipient to be necessary to verify the accuracy and the Merchant Bankers/ Arrangers shall not be
responsible for any information received by the recipient of the Preliminary Placement Memorandum other than the
information set out herein.

This Preliminary Placement Memorandum is for general information purpose only, without regard to specific
objectives, suitability, financial situations and needs of any particular person. This Preliminary Placement
Memorandum should not be construed as an offer to sell or the solicitation of an offer to buy, purchase or subscribe
to any securities mentioned herein.

This Preliminary Placement Memorandum is confidential and is made available to potential investors in the
Debentures on the understanding that it is confidential. Recipients are not entitled to use any of the information
contained in this Preliminary Placement Memorandum for any purpose other than in assisting to decide whether or
not to participate in the Debentures. This document and information contained herein or any part of it does not
constitute or purport to constitute investment advice in publicly accessible media and should not be printed,
reproduced, transmitted, sold, distributed or published by the recipient without the prior written approval from the
Merchant Bankers/ Arrangers and the Issuer. This Preliminary Placement Memorandum has not been approved and
will or may not approved by any statutory or regulatory authorities in India.

Please note that:

(a) the Merchant Bankers/ Arrangers and/ or their affiliates may, now and/ or in the future, have other investment
and commercial banking, trust and other relationships with the Issuer and other entities related to the Issuer;

(b) as a result of those other relationships, the Merchant Bankers/ Arrangers and/ or their affiliates may get
information about the Issuer and/ or the Issue or that may be relevant to any of them. Despite this, the
Merchant Bankers/ Arrangers and/ or their affiliates will not be required to disclose such information or the
fact that it is in possession of such information to any recipient of this Preliminary Placement Memorandum;

(c) the Merchant Bankers/ Arrangers and/ or their affiliates may, now and in the future have fiduciary or other
relationships under which it, or they may exercise voting power over securities of various persons. Those
securities may from time to time includes securities of the Issuer;

(d) the Merchant Bankers/ Arrangers and/ or their affiliates may exercise such voting powers, and otherwise
perform its functions in connection with such fiduciary or other relationships, without regard to its relationship
to the Issuer and/ or the Debentures.

DISCLAIMER IN RESPECT OF JURISDICTION

Issue of these Debentures have been/ will be made in India to investors as specified under paragraph 6.2(g) (Eligible
Investors) of Section 6 (Other Information and Application Process) on page 93 of this Preliminary Placement
Memorandum in this Preliminary Placement Memorandum, who have been/ shall be specifically approached by the
Issuer. The Preliminary Placement Memorandum is not to be construed or constituted as an offer to sell or an invitation
to subscribe to Debentures offered hereby to any person to whom it is not specifically addressed. Any disputes arising
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out of the Debentures and the Transaction Documents (other than the Issue Proceeds Agreement) shall be subject
to the exclusive jurisdiction of the courts and tribunals at Lucknow. The Issue Proceeds Agreement shall be governed
by and construed in accordance with the laws of India and the parties submit to the exclusive jurisdiction of courts
and tribunals in Mumbai. The Preliminary Placement Memorandum does not constitute an offer to sell or an invitation
to subscribe to the Debentures herein, in any other jurisdiction to any person to whom it is unlawful to make an offer
or invitation in such jurisdiction.

FORCE MAJEURE

The Issuer reserves the right to withdraw the Issue at any time prior to the Issue Closing Date in the event of any
unforeseen development adversely affecting the economic and/ or regulatory environment or otherwise. In such an
event, the Issuer will refund the application money, if any, collected in respect of the Issue without assigning any
reason.

DISCLAIMER CLAUSE OF INDIA RATINGS

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

DISCLAIMER CLAUSE OF BWR

BWR has assigned the rating based on the information obtained from the Issuer and other reliable sources, which are
deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine
the precision or completeness of the information obtained and hence, the information in this report is presented “as
is” without any express or implied warranty of any kind. BWR does not make any representation in respect to the truth
or accuracy of any such information. The rating assigned by BWR should be treated as an opinion rather than a
recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred by users
from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time
for any reason.

DISCLAIMER CLAUSE OF STOCK EXCHANGE

As required, a copy of this Preliminary Placement Memorandum has been filed with the BSE in terms of the SEBI
Debt Listing Regulations. It is to be distinctly understood that submission of this Preliminary Placement Memorandum
to the BSE should not in any way be deemed or construed to mean that this Preliminary Placement Memorandum
has been reviewed, cleared, or approved by the BSE; nor does the BSE in any manner warrant, certify or endorse the
correctness or completeness of any of the contents of this Preliminary Placement Memorandum; nor does the BSE
warrant that the Issuer’s Debentures will be listed or will continue to be listed on the BSE; nor does the BSE take any
responsibility for the soundness of the financial and other conditions of the Issuer, its promoters, its management or
any scheme or project of the Issuer.

DISCLAIMER CLAUSE OF SEBI

It is to be distinctly understood that this Preliminary Placement Memorandum should not in any way be deemed or
construed to have been approved by SEBI and that this Issue is not recommended or approved by SEBI. SEBI does
not take any responsibility either for the financial soundness of the Issuer or any proposal for which the proceeds of
the Issue are proposed to be used or for the correctness of the statements made or opinions expressed in this
Preliminary Placement Memorandum.

DISCLAIMER CLAUSE OF GoUP

It is to be distinctly understood that this Preliminary Placement Memorandum should not in any way be deemed or
construed to have been approved by the GoUP. GoUP does not take any responsibility either for the financial
soundness of the Issuer or any proposal for which the proceeds of the Issue are proposed to be used or for the
correctness of the statements made or opinions expressed in this Preliminary Placement Memorandum.
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ISSUE OF DEBENTURES IN DEMATERIALISED FORM

The Debentures will be issued in dematerialised form. The Issuer has made arrangements with the Depositories for
the issue of the Debentures in dematerialised form. The investor will have to hold the Debentures in dematerialised
form as per the provisions of the Depositories Act. The Issuer shall take necessary steps to credit the Debentures
allotted to the beneficiary account maintained by the investor with its depository participant. The Issuer will make the
Allotment to investors on the Deemed Date of Allotment after verification of the Application Form and the
accompanying documents.
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SECTION 2: DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates or requires, the following terms shall have the meanings given below in this
Preliminary Placement Memorandum.

General Terms

Term

Issuer/ Lucknow Municipal
Corporation/ Municipal
Corporation/ Corporation/
LMC/ Lucknow Nagar
Nigam/ Nigam

Issuer related terms

Term
Act

AMRUT

AMRUT Incentive

CFAO

Infrastructure Development
Fund/ IDF

Gol
GoUP

Jalkal Vibhag

Description

Lucknow Municipal Corporation (Lucknow Nagar Nigam) constituted under Article
243Q(1)(c) of the Constitution of India, 1949 and established under the Uttar
Pradesh Municipal Corporations Act, 1959 on February 1, 1960 vide Notification
No. 41 Ma-PRA-II/XI-C-12: Corp-59 dated January 18, 1960, under the Uttar
Pradesh Municipal Corporation Act, 1959 with its office at 1, Trilok Nath Road,
Lalbagh, Nagar Nigam, Lucknow, Uttar Pradesh - 226001, India

Description
Uttar Pradesh Municipal Corporations Act, 1959

Atal Mission for Rejuvenation and Urban Transformation programme launched by
the Government of India in June 2015 with an aim of providing basic civic amenities
like water supply, sewerage, urban transport, parks as to improve the quality of life
for all especially the poor and the disadvantaged

The incentive amount of Rs. 13,00,00,000 (Rupees Thirteen Crores) for every Rs.
100,00,00,000 (Rupees One Hundred Crores) of bonds issued by urban local
bodies (up to Rs. 200,00,00,000 (Rupees Two Hundred Crores) worth of bonds per
urban local body), to be received by urban local bodies from the MoHUA,
Government of India, pursuant to the notification dated June 20, 2019 issued by
the MoHUA, Government of India bearing notification no. D.O. No. K-
16012/02/2018-AMRUT-IIB, which amount shall be deposited in the Escrow
Account

The chief finance and accounts officer of the Issuer appointed in terms of the Act

The infrastructure development fund for credit enhancement and debt servicing
obligations of urban local bodies to promote/ incentivise issuance of municipal
bonds according to the order issued by GoUP dated July 30, 2019 wherein the
GoUP has created a policy for utilisation of the funds

Government of India
Government of Uttar Pradesh

Refers to Jalkal Department, Lucknow Municipal Corporation converted from Jal
Sansthans under the provisions of Section 100-A of the U.P. Water Supply and
Sewerage Act, 1975 vide Office Memorandum No. 380/9-2-2010-58Miss/2007
dated February 4, 2010 issued in Town Development Session -2, GoUP and
further clarified vide Office Memorandum No. U.0.38/9-7-10-58Miss/2007 dated
May 20, 2010 issued in the Town Development Session-7, GoUP. The budgets of
the Jalkal Department are passed from the Lucknow Municipal Corporation
premises, however the Jalkal Department has a separate fund and separate
General Manager with financial powers up to Rs. 5,00,000 (Rupees Five Lakhs),
powers to manage the fund and recruit employees of the decentralised services of
the Jalkal Department. The water supply and sewerage taxes are collected by the
Jalkal Department and do not form a part of the Issuer collections. The budgets
and financial statements of Jalkal Department are separate from the budgets and
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Term

LDA
MoHUA

Municipal Commissioner

Issue related terms

Term
12 Month Block

Allotment/Allot

Applicable Law(s)

Application Form

Audited Financial
Statements
Merchant Banker(s)/
Arranger(s)

Beneficial Owner(s)

Banker to the Issue

Bid Opening Date/ Issue
Opening Date

Bid Closing Date/ Issue
Closing Date

BSE

Business Day

Description
financial statements of the Issuer

Lucknow Development Authority
Ministry of Housing and Urban Affairs

The municipal commissioner of Lucknow Municipal Commissioner appointed in
terms of the Act

Description
Each period of 12 (Twelve) months starting from the Deemed Date of Allotment
until the relevant Maturity Date

The allotment of the Debentures

Any statute, law, bye-law, enactment, regulation, ordinance, policy, treaty, rule,
notification, direction, directive, guideline, requirement, license, rule of common
law, order, decree, judgment, or any restriction or condition including any similar
form of decision of, or determination, application or execution by, or interpretation
or pronouncement having the force of law of, any Governmental Authority having
jurisdiction over the matter in question, whether in effect as of the date hereof or
thereafter

The form in which an investor can apply for subscription to the Debentures, which
form is annexed as Annexure | hereto

Refers to audited balance sheet, the income and expenditure statement of the
Issuer and the cash flow statement for the Financial Year 2016-2017, Financial
Year 2017-2018 and Financial Year 2018-2019, audited by Habibullah & Co., the
auditor of the Issuer

AK. Capital Services Limited and HDFC Bank Limited

Holder(s) of the Debentures in dematerialised form as defined under Section 2 of
the Depositories Act

HDFC Bank Limited, a company incorporated under the Companies Act, 1956 and
registered as a banking company under the Banking Regulation Act, 1949, having
its registered office at HDFC Bank House, Senapati Bapat Marg, Lower Parel,
Mumbai - 400013, being the bank where the Issue Proceeds Account is to be
opened for receipt of proceeds from the Issue

As is set out in the Issue Schedule above

As is set out in the Issue Schedule above

BSE Limited

A day (other than a public holiday for the purpose of Section 25 of the Negotiable
Instruments Act, 1881 (26 of 1881), a Saturday or a Sunday) on which the money
market is functioning in Lucknow and Mumbai and “Business Days” shall be
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Term Description
construed accordingly

CDSL Central Depository Services (India) Limited

Collection Account(s) The account(s) maintained by the Issuer wherein the property tax (or any other tax
levied in place of property tax as per Section 173 of the Act), fees and user charges
are collected/ pooled by Issuer

Coupon The coupon payable on the Debentures on the Coupon Payment Dates, at the
Coupon Rate and shall include Default Interest, where applicable

Coupon Payment Date The date immediately succeeding the last date of each Coupon Period

Coupon Period The period of 6 (Six) months commencing from the Deemed Date of Allotment and
every subsequent period of 6 (Six) months thereafter provided however that the
last Coupon Period shall commence from the preceding Coupon Payment Date
and end on the relevant Maturity Date

Debenture Holder(s)/ Bond The holder of the Debentures pursuant to Allotment in this Issue and/or whose
Holder (s) name appears in the register of debenture holders or in the beneficial ownership
record furnished by NSDL/ CDSL for this purpose

Debenture Trust Deed Deed to be executed by and between Debenture Trustee and the Issuer in respect
of the Debentures

Debenture Trustee Trustee for the Debenture Holders, in this case being Catalyst Trusteeship Limited
(Formerly GDA Trusteeship Limited), a company incorporated under the provisions
of the Companies Act, 1956 and having its registered office at GDA house, Plot No.
85, Bhusari Colony (Right), Kothrud, Pune — 411038

Debenture Trustee Agreement to be executed by and between the Debenture Trustee and the Issuer

Agreement for the purposes of appointment of the Debenture Trustee to act as the debenture
trustee in connection with the issuance of the Debentures

Debenture Trustee Securities and Exchange Board of India (Debenture Trustees) Regulations, 1993,
Regulations as amended from time to time

Debt  Service Reserve The bank account to be opened by the Issuer with the Escrow Bank and operated
Account/ DSRA by the Debenture Trustee in the manner and upon the terms and conditions

provided for in the Escrow Agreement

Deemed Date of Allotment ~ The date on which the Debentures are deemed to be allotted to the Debenture
Holder(s), viz. [e], 2020

Depositories Act The Depositories Act, 1996, as amended from time to time

Depository(ies) A depository registered with the SEBI under the Securities and Exchange Board of
India (Depositories and Participant) Regulations, 2018, as amended from time to
time, in this case being NSDL and CDSL

Depository Participant/ DP A depository participant as defined under the Depositories Act

DP-ID Depository Participant Identification Number

DSRA Amount An amount equal to the 4 (Four) succeeding Coupon payments required to be paid
by the Issuer in respect of the Debentures
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Term
DSRA Amount Shortfall

Due Date

ECS

Electronic Book Provider/
EBP

Escrow Account

Escrow Agreement

Escrow Bank

FY/ Financial Year
Gol

Governmental Authority

Interest Payment Account

Issue

Description
The amounts utilised from the Debt Service Reserve Account (being the whole or
a portion of the DSRA Amount) to fund the shortfall in the Interest Payment Account
for the discharge of the Coupon payable on any Coupon Payment Date

Any date or dates on which the Debenture Holder(s) are entitled to any payments
in relation to the Debentures, which shall include, without limitation, the Coupon
Payment Date(s) and the Maturity Date

Electronic Clearing System

BSE Limited

The bank account opened by the Issuer with the Escrow Bank for the deposit of
inter alia all property tax (or any other tax levied in place of property tax as per
Section 173 of the Act) collected/ pooled by the Issuer and fees and user charges
collected/ pooled by the Issuer in the Collection Accounts for onward transfer to the
Interest Payment Account and the Sinking Fund Account and for servicing of the
Debentures, which account is operated in the manner and upon the terms and
conditions provided for in the Escrow Agreement

The agreement to be entered into by and between Lucknow Municipal Corporation,
Catalyst Trusteeship Limited and HDFC Bank Limited (in its capacity as the Escrow
Bank) with respect to the Escrow Account, the Debt Service Reserve Account, the
Interest Payment Account and the Sinking Fund Account

HDFC Bank Limited, a company incorporated under the Companies Act, 1956 and
registered as a banking company under the Banking Regulation Act, 1949, having
its registered office at HDFC Bank House, Senapati Bapat Marg, Lower Parel,
Mumbai - 400013, being the bank where the Escrow Account, Debt Service
Reserve Account, the Interest Payment Account and the Sinking Fund Account is
to be opened

The period of 12 (Twelve) months ended March 31 of that particular year
Government of India

Includes the President of India, the Government of India, the Governor and the
Government of any State in India, any Ministry or Department of the same, any
local government authority, any authority or private body exercising powers
conferred by Applicable Law and any court, tribunal or other judicial or quasi-judicial
body and shall include, without limitation, a stock exchange and any regulatory
body

The bank account to be opened by the Issuer with the Escrow Bank and operated
by the Debenture Trustee in the manner and upon the terms and conditions
provided for in the Escrow Agreement

Private placement of up to 1,000 (One Thousand) Rated Listed Secured
Redeemable Non-Convertible Bonds in the nature of debentures of the face value
of Rs. 10,00,000/- (Rupees Ten Lakhs only) each, for cash, aggregating up to Rs.
100,00,00,000/- (Rupees One Hundred Crores only) with a green shoe option of
up to 1,000 (One Thousand) Rated Listed Secured Redeemable Non-Convertible
Bonds in the nature of debentures of the face value of Rs. 10,00,000/- (Rupees
Ten Lakhs only) each, for cash, aggregating up to Rs. 100,00,00,000/- (Rupees
One Hundred Crores only) comprising of separately transferable redeemable
principal parts on a private placement basis
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Term
Issue Proceeds Account

Issue Proceeds Agreement

Majority Debenture Holders

Minimum Balance

NEFT
NSDL

Pay-In Date

Permitted Investments

Placement Memorandum
Preliminary Placement
Memorandum

Purpose/ Purpose of the
Issue

R&T Agent/ Registrar to the
Issue

RBI

Redemption Date

RTGS

Description
The bank account to be opened by the Issuer with the Banker to the Issue for
proceeds received from the Issue, in the manner and upon the terms and conditions
provided for in the Issue Proceeds Agreement

The Agreement to be entered into between the Issuer, the Banker to the Issue and
the Merchant Bankers in relation to the operation of the Issue Proceeds Account

The Debenture Holders holding an aggregate amount representing not less than
75% (Seventy Five Percent) of the value of the nominal amount of the Debentures
for the time being outstanding; it is however clarified that, if a resolution is required
to be passed in relation to a matter concerning a particular STRPP, the term
“Majority Debenture Holders” shall mean the Debenture Holder(s) holding an
aggregate amount representing not less than 75% (Seventy Five Percent) of the
value of the nominal amount of that STRPP for the time being outstanding

In any period expiring on the Transfer Date, it shall mean the amount required to
be transferred to the Interest Payment Account and Sinking Fund Account at the
end of such month on the terms as particularly set out in the Debenture Trust Deed

National Electronic Fund Transfer service
National Securities Depository Limited

The date on which the Debenture Holders have remitted the subscription monies
for the Debentures, as per the terms of this Preliminary Placement Memorandum

Shall mean: (a) with respect to the funds lying in the Escrow Account, the Interest
Payment Account (to the extent of the Minimum Balance) and the Debt Service
Reserve Account, mean fixed deposits with scheduled commercial banks having a
rating of dual AA or higher; (b) with respect to the funds lying in the Sinking Fund
Account, mean government securities, securities guaranteed by government or
debentures of the Issuer or such other instruments which may be permitted in terms
of the Act; (c) with respect to the funds of AMRUT Incentive lying in the Escrow
Account, mean fixed deposits with scheduled commercial banks having a rating of
dual AA or higher

The placement memorandum to be filed with SEBI and BSE through which the
Issue will be made

This preliminary placement memorandum dated March 6, 2020 being filed with
SEBI and BSE

The purpose for which the proceeds of the Issue shall be used by the Issuer, i.e.
incurring capital expenditure in respect of various projects by the Issuer more
particularly described in paragraph 4 (Objects of the Issue) of Section 4 (Regulatory
Disclosures) on page 36 of this Preliminary Placement Memorandum

Registrar and Transfer Agent to the Issue being KFin Technologies Private Limited
(Formerly known as Karvy Fintech Private Limited)

Reserve Bank of India
The dates as set out in the row titled ‘Redemption Date’ in paragraph 5.3 (Summary
of Term Sheet) in Section 5 (Term Sheet) on page 76 of this Preliminary Placement

Memorandum

Real Time Gross Settlement
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Term
SCORES

SEBI

SEBI Act

SEBI Debt Listing
Regulations

SEBI  Electronic  Book
Mechanism Guidelines

Secured Obligations

Sinking Fund Account

Sinking Fund Mismatch

Transaction Documents

Transfer Date

Tripartite Agreement

Description
SEBI Complaints Redressal System

The Securities and Exchange Board of India constituted under the SEBI Act

The Securities and Exchange Board of India Act, 1992, as amended from time to
time

The SEBI (Issue and Listing of Municipal Debt Securities) Regulations, 2015 issued
by SEBI, as amended from time to time

The guidelines issued by SEBI and pertaining to the Electronic Book Mechanism
set out in the terms specified by SEBI in its Circular dated January 05, 2018
(bearing reference number SEBI/HO/DDHS/CIR/P/2018/05) titled ‘Electronic book
mechanism for issuance of securities on private placement basis’ read with the
related clarifications dated August 16, 2018 (bearing reference number
SEBI/HO/DDHS/CIR/P/2018/122), and the related operational guidelines issued by
the concerned Electronic Book Provider, as may be amended, clarified or updated
from time to time

All obligations at any time due, owing or incurred by the Issuer to the Debenture
Trustee and the Debenture Holders in respect of the Debentures and shall include,
without limitation, the obligation to redeem the Debentures in terms thereof
including payment of the Coupon on the Coupon Payment Dates, the Redemption
Amounts on the relevant due dates together with any Default Interest (if any), any
outstanding remuneration of the Debenture Trustee and all fees, costs, charges
and expenses payable to the Debenture Trustee and other monies payable by the
Issuer in respect of the Debentures under the Transaction Documents

The bank account to be opened by the Issuer with the Escrow Bank and operated
by the Debenture Trustee in the manner and upon the terms and conditions
provided for in the Escrow Agreement

The mismatch between the amount required to be deposited in the Sinking Fund
Account in each 12 Month Block and the amounts actually deposited in that
particular 12 Month Block

Preliminary Placement Memorandum, the Placement Memorandum, the
Debenture Trustee Agreement, the Deed of Hypothecation, the Escrow Agreement,
the Issue Proceeds Agreement, the Debenture Trust Deed, the Tripartite
Agreement and any other agreement or document designated as such by the
Debenture Trustee (acting on the instructions of the Majority Debenture Holders)

The date immediately preceding each monthly anniversary of the Deemed Date of
Allotment, i.e. in the event that the Deemed Date of Allotment is [e], the Transfer
Dates shall be [e], [®] and so on

The tripartite agreement to be entered amongst the GoUP, the Debenture Trustee
and the Issuer in respect of the Debentures, for payment of funds by the GoUP from
the Infrastructure Development Fund in terms of such agreement:

(a) into the Debt Service Reserve Account for creation of the upfront DSRA
Amount;

(b) into the Debt Service Reserve Account on the occurrence of a DSRA
Amount Shortfall; and

(c) into the Sinking Fund Account on the occurrence of a Sinking Fund
Mismatch.
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SECTION 3: RISK FACTORS

An investment in the Debentures involves a certain degree of risk. The risk factors set forth below do not purport to
be complete or comprehensive in terms of all the risk factors that may arise in connection with the Issuer’s business
or any decision to purchase, own or dispose off the Debentures. Prospective investors should carefully consider the
risks and uncertainties described below, in addition to the other information contained in this Preliminary Placement
Memorandum before making any investment decision relating to the Debentures.

The following risks include risk envisaged by the management of the Issuer relating to the Issuer, the Debentures, the
projects, the market in general and those risks which are external and beyond the control of the Issuer. Potential
investors should carefully consider all the risk factors in this Preliminary Placement Memorandum for evaluating the
Issuer, its business and the Debentures before making any investment decision relating to the Debentures. The Issuer
believes that the factors described below represent the principal risks inherent in investing in the Debentures but does
not represent that the statements below, regarding the risks of holding the Debentures are exhaustive. The risks and
uncertainties described in this Section 3 (Risk Factors) are not the only risks that the Issuer currently faces. Additional
risks and uncertainties not known to the Issuer may also have an adverse effect on the Issuer’s business, results of
operations and financial condition. The market prices of the Debentures could decline due to such risks and potential
investors may lose all or part of their investment.

This Preliminary Placement Memorandum contains statements that involve risk and uncertainties. The Issuer’s actual
results could differ materially from those anticipated as a result of several factors, including the considerations
described below and elsewhere in this Preliminary Placement Memorandum.

Unless otherwise indicated, the financial information included herein is based on the Issuer’s audited financial
statements as included in paragraph 7(l)(a)(Abridged Balance Sheet, Income and Expenditure and Receipts and
Payment Accounts for the last three years with major heads) of Section 4 (Regulatory Disclosures) on page 49 of this
Preliminary Placement Memorandum.

Investors are advised to read the following risk factors carefully before making an investment in the Debentures offered
in this Issue. Potential investors must rely on their examination of the Issuer and this Issue, including the risks and
uncertainties involved.

The order of the risk factors is intended to facilitate ease of reading and reference and does not in any manner indicate
the importance of one risk factor over another. Potential investors should also read the detailed information set out
elsewhere in this Preliminary Placement Memorandum and reach their own views prior to making any investment
decision.

If any of the following stated risks or other risks that are not currently known or are now deemed immaterial actually
occur, the Issuer’s business, financial conditions, implementation of projects could suffer and, therefore, the value of
the Issuer’s Debentures could decline and/ or the Issuer’s ability to meet its obligations in respect of the Debentures
could be affected. Potential investors should perform their own independent investigation of the financial condition
and affairs of the Issuer, and their own appraisal of the creditworthiness of the Issuer. Potential investors should
consult their own financial, legal, tax and other professional advisors as to the risks and investment considerations
with respect to the Debentures. Potential investors should thereafter reach their own views prior to making any
investment decision.

Please note that unless specified or quantified in the relevant risk factors, the Issuer is not in a position to quantify the
financial or other implications of any risk mentioned hereinbelow:

INTERNAL RISK FACTORS
3.1 Repayment is subject to the credit risk of the Issuer

Potential investors should be aware that receipt of the payments that may be due in respect of the
Debentures is subject to the credit risk of the Issuer. Potential investors assume the risk that the Issuer
will not be able to satisfy their obligations under the Debentures. The Issuer has income from its own
sources comprising of tax revenues, assigned revenues and compensation, fees and user charges (net
of provisions and write-off of property tax) aggregating to approximately Rs. 330,40,79,927.54/- (Rupees
Three Hundred and Thirty Crores Forty Lakhs Seventy Nine Thousand Nine Hundred and Twenty Seven
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3.2

33

3.4

decimal point Five Four) in Financial Year 2018-2019 and approximately Rs. 362,79,04,711.05/- (Rupees
Three Hundred and Sixty Two Crores Seventy Nine Lakhs Four Thousand Seven Hundred and Eleven
decimal point Zero Five) in Financial Year 2017-2018. The Issuer has reported net balances being surplus
carried over to municipal fund of Rs. 55,92,27,956.16/- (Rupees Fifty Five Crores Ninety Two Lakhs
Twenty Seven Thousand Nine Hundred and Fifty Six decimal point One Six) in Financial Year 2018-2019
and Rs. 26,44,70,740.23/- (Rupees Twenty Six Crores Forty Four Lakhs Seventy Thousand Seven
Hundred and Forty decimal point Two Three) in Financial Year 2017-2018. The Issuer believes that
income generated is adequate for building up the funds in the Interest Payment Account and the Sinking
Fund Account for meeting the obligations of the Issuer in respect of the Debentures.

Rating Downgrade Risk

India Ratings has vide its letter dated February 12, 2020 as revalidated vide its letter dated March 5, 2020
assigned a rating of ‘Provisional IND AA/ Stable’ in respect of the Debentures. BWR has vide its letter
dated January 31, 2020 as revalidated vide its letter dated March 4, 2020 assigned a rating of ‘Provisional
BWR AA (CE)/ Stable’ (pronounced ‘Provisional BWR Double A (Credit Enhancement)’) in respect of the
Debentures. The Issuer cannot guarantee that these credit ratings will not be downgraded by the Rating
Agencies in future. The ratings provided by the Rating Agencies may be suspended, withdrawn or revised
at any time including without limitation on financial deterioration of the Issuer. Any revision or downgrading
in the above credit rating may lower the value of the Debentures and may also affect the Issuer's ability to
raise further debt. In such cases where the value of the Debentures decreases, potential investors may
incur losses on sale of their investment in the secondary market.

Further, in terms of the rating rationale issued by BWR on February 5, 2020 and India Ratings on February
12, 2020, the outlook has been kept as Stable as the Debentures carry a structured payment mechanism
with sufficient times provided for funding support from various sources, credit enhancement from the
Infrastructure Development Fund and the expectation that the Issuer’'s performance is likely to remain
consistent from cash flows from property taxes and fees and user charges, grants from the government
and net surplus being available.

Inconsistent Revenue Collection

The revenue collections of the Issuer vary from month to month. Shortage in collections in any period may
resultin a mismatch in revenue and expenditure of the Issuer and the funds may be inadequate for transfer
to the Escrow Account. Such shortfall will impact the Issuer’s financial condition and the Issuer’s ability to
meet its obligations in respect of the Debentures. The obligations towards Debentures are covered through
the structured payment mechanism and any shortfall towards payments to be made in respect of the
Debentures will be transferred from the Infrastructure Development Fund by the GoUP, in terms of the
Transaction Documents.

Outstanding Litigations

The Issuer is a party to various legal proceedings and has received notices from certain statutory
authorities. These legal proceedings are pending at different levels of adjudication before various courts,
tribunals, statutory and regulatory authorities, and if determined against the Issuer, could have an adverse
impact on the business, implementation of projects, income and the financial condition of the Issuer. No
assurances can be given as to whether these legal proceedings will be decided in the Issuer's favour or
have no adverse outcome, nor can any assurance be given that no further liability/ loss will arise out of
any claims/ final outcome. The details of material litigations involving the Issuer are set out in paragraph
8(i) (Pending Litigations and Material Developments) of Section 4 (Regulatory Disclosures) on page 62 of
this Preliminary Placement Memorandum.

A majority of the documents in respect of the aforementioned proceedings are in vernacular language and
accurate translations are not available for all of them and hence, may not cover the full description of such
proceedings. Further, the Issuer does not have the records of the cases involving the Issuer which were
filed prior to the year 2012 and any liability arising from any such proceedings against the Issuer cannot
be ascertained. It may be noted that the number of proceedings in which the Issuer is involved is not
unusual for a municipal corporation of a major city like Lucknow.
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35

3.6

3.7

3.8

3.9

High Receivables

The Issuer has high outstanding receivables which are mainly property tax due from various property
owners. The amount of receivables has increased from Rs. 607,00,52,527.99/- (Rupees Six Hundred and
Seven Crores Fifty Two Thousand Five Hundred and Twenty Seven decimal point Nine Nine) in Financial
Year 2017-2018 to Rs. 625,82,78,512.16/- (Rupees Six Hundred and Twenty Five Crores Eighty Two
Lakhs Seventy Eight Thousand Five Hundred and Twelve decimal point One Six) in Financial Year 2018-
2019. The Issuer has written off an amount of Rs. 14,45,05,872.57/- (Rupees Fourteen Crores Forty Five
Lakhs Five Thousand Eight Hundred and Seventy Two decimal point Five Seven) and Rs.
27,37,68,276.06/- (Rupees Twenty Seven Crores Thirty Seven Lakhs Sixty Eight Thousand Two Hundred
and Seventy Six decimal point Zero Six) in Financial Year 2018-2019 and Financial Year 2017-2018
respectively. Such a trend of increasing receivables and write-offs will have an impact on the financial
condition of the Issuer.

Low collection ratios

The current collection ratios of property tax which is one of the main source of own revenue for the Issuer
are low at 58.86%* (Fifty Eight decimal point Eight Six percent) in Financial Year 2018-2019. However,
the Issuer has seen an improvement in the current collection ratios due to various reforms adopted by the
Issuer in the past. The current collection ratios have improved from 42.60% (Forty Two decimal point Six
Zero percent) and 46.77%* (Forty Six decimal point Seven Seven percent) in Financial Year 2016-2017

and Financial Year 2017-2018 respectively.
*For further details please refer to the details of property tax collection in paragraph 7(1ll) (Details of Property Tax Collection) of Section 4 (Regulatory
Disclosures) on page 55 of this Preliminary Placement Memorandum

Dependency on Information Technology

The Issuer's operations are dependent on information technology. The Issuer has undertaken various
reforms towards digitisation of payment of property tax and other services. A failure, inadequacy or
security breach in the information technology and telecommunication systems or an inability to adapt to
rapid technological changes may adversely affect the Issuer’s business, timely collection of taxes and the
Issuer’s financial condition.

The Issuer’s ability to maintain and upgrade its information technology systems and infrastructure on a
timely and cost-effective basis, including the ability to process a large number of transactions on a daily
basis may have an impact on the Issuer’s business. The Issuer's operations also rely on the secure
processing, storage and transmission of confidential and other information in its computer systems and
networks. The Issuer’s financial, accounting or other data processing systems, real-time property tax
collection data and its website are hosted on the cloud or at data centres. These services may fail to
operate adequately or become disabled as a result of events that may be beyond the Issuer’s control,
including a disruption of electrical or communications services. Further, the computer systems, software
and networks may be vulnerable to unauthorised access, computer viruses or other attacks that may
compromise data integrity and security and result in information or identity theft.

Reliance on third-party intermediaries

The Issuer while undertaking various projects relies on third-party intermediaries, contractors and service
providers who may not perform their obligations satisfactorily or in compliance with Applicable Law.

The Issuer enters into outsourcing arrangements/ contracts with civil contractors for undertaking various
civil contracts and with third party vendors for providing various services. Any failure by the contractors or
service providers to provide a specified service or a breach in security/ confidentiality or non-compliance
with legal and regulatory requirements may result in financial loss, loss of reputation, delay in the projects
and have an adverse impact on the financial condition of the Issuer.

Leakage of tax collection may affect volume of collections and inflows which may in turn affect
the ploughed back capital and grants the Issuer receives from Gol/ GoUP, and the Issuer’s future
execution capabilities and revenue collections
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The tax collections are primarily dependent on the integrity of tax/ charges collection systems and any
leakage in the same due to fraud or technical faults affects the Issuer’s collections and inflows and may
affect the ploughed back capital and grants which the Issuer receives from the Gol/ GoUP, resulting in
reduction of the Issuer’s future execution capabilities.

If the tax collection is not properly monitored, such tax leakages may reduce the Issuer's revenue.
Although the Issuer has systems in place to minimise leakages due to fraud and pilfering, yet any
significant failure by the Issuer to control leakage in the collection systems, though not quantifiable
monetarily, could have a material adverse effect on the Issuer’'s operations and prospects. Further, any
leakage in the collections resulting in avoidance of payment of taxes/ charges, may also adversely affect
the Issuer’s operations. Further, there may be situations where the tax/ charges collection is disrupted or
halted due to public agitation which may result in lesser revenue collection by the Issuer. Any such
disruption or stoppage of tax/ charges collection will adversely affect the Issuer’s revenue collections.

Auditor Observations

The Auditor has expressed certain reservations regarding the financials of the Issuer. In their audit report
for Financial Year 2016-2017, signed by the auditor on November 22, 2018, the Auditor's major
observations were as follows:

“(1) Statutory liabilities of PF, Income Tax, Service Tax, Labour Cess and VAT have not been timely
deposited on due dates. Party-wise and year-wise details of such liabilities could not be ascertained.
Returns filed for Service Tax, VAT. Labour Cess could not be made available to us (2) Property Tax is the
major source of Revenue for Municipal Corporation. Management has made a provision of 41%
(Unrecovered amount for the year) based on working provided by Property Tax department after
reconciliation on current data i.e. for the FY 2018-19. (3) Ten bank accounts are showing negative
balances due to excess cheque issued or due to Non Reconciliation thereof. It has also been observed
that out of 98 Bank Accounts, 90 Bank Accounts have been reconciled for the year, and 8 Bank Accounts
could not be reconciled. Even rectification entries for Amounts Outstanding in Bank Reconciliation
Statements for current year as well as previous years prepared have not been incorporated in the Financial
Statements; (4) Retirement benefits are accounted for on Cash Basis. There is no system of ascertaining
the liability on accrual basis at year end (5) TDS is deducted on passing of J.V. and making Amounts due,
but it is deposited at the time of payment to Party, which is against the established Norms; (6)
Reconciliation with Electricity Department regarding Street Light Electricity dues, amount adjusted against
SFC Grant and Property Tax is not proper, whereby an outstanding of Rs. 258.95 Crores is reflected as
payable to electricity department; (7) Annual Physical verification has not been carried out by the
management for the Fixed Assets or Inventory to arrive at its actual quantity; (8) Proper adjustment or
Recovery of Advances is not undertaken in majority of the Advances. As on 31-03-2017, there is an
amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam (JNURRM), an amount of Rs. 209.73
Crores outstanding against G.M.U.P. Gomti Pradushan Unit of Jal Nigam Rs. 44.43 Crores from Maha
Prabahndak U.P. Jal Kal, besides several others which are outstanding for adjustment for past several
years pending adjustment on receipt of Utilisation Certificate; (9) There is an amount of Rs. 1708.28 Lakhs
reflected as FDR- Provident Fund of Nagar Nigam. During the course of Audit, it was informed that it
pertains to P.F. Dues of Employees, alongwith Balance in Nodal Account-P.F. held with Banks (Rs.
2159.91 Lakhs) which in our opinion is not an Asset of the Corporation, and is wrongly reflected in the
Financial Statements.”

The other observations of the Auditor reported on the audit of accounts were as follows:

“(1) The Nigam has incorporated land in this year of Rs. 12,88,01,38,435.00 as per the valuation done by
Tehsildar. It has been narrated that this land was not included in the Fixed Assets and the land is
undisputed i.e. there is no dispute regarding ownership of this land. Accordingly to take the effect of the
same Municipal General Reserve Fund has been created. (2) It was also observed that still few of the
accounts are showing negative balances. The list of those accounts are:

Sr. No. Bank Name & Account No. Closing Balance (in Rs.)
1, Axis Bank — 88652 50,88,10.11
2. Axis Bank — 83049 25,81,339.82
3. Axis Bank - 83076 1,02,21,378.21
4. P.N.B. - 4678 1,62,667.76
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5. P.N.B. - 4702 25,48,188.76
6. P.N.B. - 10872 16,25,183.00
7. SBI Kaisarbagh — 92259 2,13,33,588.00
8. S.B.I. Lalbagh — 25216 84,96,986.24
9. UBI India Nagar — 3857 1,19,362.65
10. UBI Indira Nagar - 1015 1,43,95,641.25

The reason for the negative balances was due to issuance of cheques in excess than available balance
in the bank. The negative balance in Union Bank of India and Punjab National Bank JNNURM is old
difference which is not reconciled; (3) Changes made in various heads: We would also like to bring into
your knowledge some of the major changes made in the Balance Sheet compiled by us on the directions
and under the supervision of statutory auditor. Changes are listed point wise below to explain them clearly:
(A) An amount of Rs. 2,00,00,000) was under the head Unsecured Loans-331 in the Financial Year 2015-
2016 and now an entry has been passed on April 1, 2016 and is transferred under the head Loans
(Liability) in the Financial Year 2016-2017; (B) Grant received under the Scheme of Swach Bharat Mission
(SBM) has been bifurcated under the head Central Government & State Government. Expenses done
under this scheme has been booked from Central Government share only; (C) Some of the grants have
been transferred into Municipal General Fund as it was told that the expenditure has been done in earlier
years but was not debited to their respective grants and hence in this year these are transferred. The
details are given below:

Sr. No. Detail of Grant Amount (in Rs.)
1 State Govt. Awasthapana Nidhi - 3202009 32,72,306.00

2 State Govt. Gomti pollution/URIF — 3202005 31,66,000.00

3. State Gowvt. Livelihood — 3202003 9,42,000.00

4, State Govt. Natural Disaster — 3202004 1,78,15,000.00

5 Civil Work Deposit From LDA — 3411001 149,37,10,621.00
6 Total 151,89,05,927.00

(4) Contingent Liabilities: (A) It has been informed to us that many cases are pending in Hon’ble High
Court and various other lower courts which are still not concluded whose outcome of which is remote and
not ascertainable at this point of time; (B) An amount of Rs. 7,41,25,027 is deducted by the Income Tax
Department against their TDS Demand of previous years regarding short deduction, wrong pan numbers,
interest etc. the amount has been deducted from IDBI Bank, Bank of India, Union Bank of India, Axis Bank
and Bank of Baroda. The Corporation is doing rectification of such errors and is pursuing this with the
Income Tax Department. The same has been shown as Deposit with income Tax Department under the
head Loans, Advances & Deposits code in Assets Side.”

In the auditor’s report for Financial Year 2017-2018, signed by the auditor on December 18, 2018, the
major observations of the Auditor were as follows:

“(1) Statutory liabilities of PF, Income Tax, Service Tax, Labour Cess and VAT have not been timely
deposited on due dates. Party-wise and year-wise details of such liabilities could not be ascertained.
Returns filed for Service Tax, VAT. Labour Cess could not be made available to us; (2) Adherence to GST
Laws is not being properly implemented in Lucknow Nagar Nigam. Even after 01-07-2018 the effective
date of introduction of G S T, Bills and MB are being processed under old VAT laws without obtaining tax
invoices as required under GST Law. No GST is being levied on Commercial Complexes/ Shops on Rent,
Auction of Parking Lots (3) Property Tax is the major source of Revenue for Municipal Corporation.
Management has made a provision of 41% (Unrecovered amount for the year) based on working provided
by Property Tax department after reconciliation on current data i.e. for the FY 2018-19 (4) Bank
Reconciliation has been done after taking opening Balance difference of each account as on 01-04-2017;
(5) 15 (Fifteen) bank accounts are showing negative balances due to excess cheque issued or due to Non
Reconciliation thereof. It has also been observed that out of 111 Bank Accounts, 103 Bank Accounts have
been reconciled for the year, and 8 Bank Accounts could not be reconciled. Even rectification entries for
Amounts Outstanding in Bank Reconciliation Statements for current year as well as previous years
prepared have not been incorporated in the Financial Statements; (6) Retirement benefits are accounted
for on Cash Basis. There is no system of ascertaining the liability on accrual basis at year end; (7) TDS is
deducted on passing of J.V. and making Amounts due, but it is deposited at the time of payment to Party,
which is against the established Norms. Further, TDS is not being deducted on payment of Mobilisation
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Advance to Contractors; (8) Reconciliation with Electricity Department regarding Street Light Electricity
dues, amount adjusted against SFC Grant and Property Tax is not proper, whereby an outstanding of Rs.
313.66 Crores is reflected as payable to electricity department; (9) Annual Physical verification has not
been carried out by the management for the Fixed Assets or Inventory to arrive at its actual quantity; (10)
Proper adjustment or Recovery of Advances is not undertaken in majority of the Advances. As on 31-03-
2018, there is an amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam (JNURRM), an
amount of Rs. 251.77 Crores outstanding against G.M.U.P. Gomti Pradushan Unit of Jal Nigam Rs. 44.43
Crores from Maha Prabahndak U.P. Jal Kal, besides several others which are outstanding for adjustment
for past several years pending adjustment on receipt of Utilisation Certificate; (11) There is an amount of
Rs. 1505.70 Lakhs reflected as FDR- Provident Fund of Nagar Nigam. During the course of Audit, it was
informed that it pertains to P.F. Dues of Employees, alongwith Balance in Nodal Account-P.F. held with
Banks (Rs. 2159.91 Lakhs) which in our opinion is not an Asset of the Corporation, and is wrongly reflected
in the Financial Statements; (12) Nagar Nigam is having more than 450 vehicles. Insurance Cover note
of any vehicle could not be provided to us nor could it be corroborated with books of accounts for any
payment for it; (13) No provision for Contingent Liability has been made. As informed to us there are many
cases pending in Hon'ble High Court and various lower Courts which are under process whose outcome
and quantum of liability is not ascertainable; (14) An amount of Rs. 7,41,25,027.00 has been deducted by
| Tax Department against TDS Demand etc. N. Nigam is under the process of rectification of such errors
and recovery of the same from | Tax Department. Same is reflected as Deposit with | Tax Department
under Head Loans, Advances & Deposits.”

In the auditor's report for Financial Year 2018-2019, signed by the auditor on January 6, 2020, the
Auditor’s major observations were as follows:

“(1) Statutory liabilities of PF, Income Tax, Service Tax, G.S.T. Labour Cess and VAT have not been
timely deposited on due dates. There are large Liabilities outstanding, at year end against the same
Further Returns Filed for Trade Tax, Labour Cess could not be made available to us; (2) Adherence to
GST Laws is not being properly implemented in Lucknow Nagar Nigam. Even after 01-07-2017 the
effective date of introduction of G S T, Bills and MB are being processed under old VAT laws without
obtaining tax invoices as required under GST Law; (3) Property tax is the major source of revenue for
Municipal Corporation. Management has made an adhoc provision of 41% (towards unrecovered amount
for the year) based on working provided by property tax department after reconciliation on current data
i.e. for the FY 2018-19; (4) Bank reconciliation has been done after taking opening balance difference of
each account as on 01-04-2017, whereby bank reconciliation statements prepared, for earlier years have
been shelved, without giving effect to outstanding entries therein in books of accounts. Further bank
reconciliation of 2 major bank accounts, (pertaining to salary account, and user charges account) have
not been done for the year. On scrutiny of bank reconciliation statements produced to us we have
observed that there are many entries outstanding under various banks, for which adjustment entries have
not been passed in books of accounts, due to which several banks are showing negative balances also;
(5) Retirement benefits are accounted for on cash basis. There is no system of ascertaining the liability
on accrual basis at year end; (6) TDS is deducted on passing J.V. and making amounts due, but it is
deposited at the time of payment to party, which is against the established norms. There are huge defaults
in timely deposit of TDS; (7) Reconciliation with electricity department regarding street light electricity
dues, amount adjusted against SFC grant and property tax is not proper, whereby an outstanding of Rs.
307.68 Crores is reflected as payable to electricity department; (8) Annual physical verification has not
been carried out by the management for the fixed assets or inventory to arrive at its actual quantity; (9)
Proper adjustment or recovery of advances is not undertaken in majority of the advances. As on 31-03-
2019, there is an amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam (JNURRM), an
amount of Rs. 241.77 Crores outstanding against G.M.U.P. Gomti Pradushan Unit of Jal Nigam Rs. 49.66
Crores from Maha Prabahndak U.P. Jal Kal, besides several others which are outstanding for adjustment
for past several years pending adjustment on receipt of utilisation certificate; (10) No provision for
contingent liability has been made. As informed to us there are many cases pending in Hon'ble High Court
and various lower courts which are under process whose outcome and quantum of liability is not
ascertainable; (11) An amount of Rs. 7,41,25,027.00 has been deducted by | Tax Department against
TDS demand etc. N. Nigam is under the process of rectification of such errors and recovery of the same
from | Tax Department. Same is reflected as deposit with | Tax Department under head loans, advances
& deposits.”
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3.1

3.12

3.13

3.14

3.15

Financial Risk

The Issuer’s ability to pay Coupon accrued on the Debentures and/or the principal amounts outstanding
from time to time in connection therewith would be subject to various factors, including inter alia the
Issuer’s financial condition, profitability, revenue generation and general economic conditions prevailing
in India and in the global financial markets. The Issuer is creating a structured payment mechanism
through which the property tax and user charges are being routed to ensure 100% (One Hundred percent)
cover for the Debentures and interest accrued thereon and the Issuer has created sufficient security to
cover the repayments of the Debentures.

Labour Related Risks

India has stringent labour legislation that protects the interests of workers, including legislation that sets
forth detailed procedures for discharge of employees and dispute resolution and imposes financial
obligations on employers upon employee layoffs. As a result of such stringent labour regulations, it is
difficult for the Issuer to maintain flexible human resource policies, discharge employees or downsize,
which may adversely affect our business, financial condition and results of operations. Additionally, some
of the Issuer’'s employees are part of certain industry labour unions and such unions could result in labour
unrest. Strikes or work stoppages or any mishaps/ accidents impacting the labour in future could have an
adverse impact on the Issuer’s operations.

The Issuer, from time to time, for certain activities, appoints independent contractors who in turn may
engage on-site contract labour for performance of certain activities. The Issuer may be held responsible
for any payment of wages/ compensate for any accidents or losses relating to such contracted labourers
in certain cases even though such labourers are not directly engaged by the Issuer. Such an event may
have an adverse impact on the Issuer’s financial position and operations.

The Issuer has not procured any insurance coverage for labourers for any contingency, which may
adversely affect the Issuer’s business, results of operations and financial condition

The Issuer has not taken any insurance policy to safeguard or protect the Issuer’s labourers from any
illness or injuries that may occur in the course of their employment. If any such incidents or accidents
happen and the labourers are affected, the Issuer may have to pay compensations for the same and it
may result into interruption or increase in our labour costs. If the Issuer is held liable for large uninsured
losses or amounts in this respect, the Issuer’s business, results of operations and financial condition may
be materially and adversely affected.

The Issuer has certain contingent liabilities, the materialisation of which may adversely affect the
Issuer’s financial condition

The Issuer, in the ordinary course of its business, is involved in various claims, suits, investigations, and
legal proceedings that arise from time to time. Although the Issuer does not expect that the outcome in
any of these legal proceedings, individually or collectively, will have a material adverse effect on the
Issuer’s financial position or results of operations, yet litigation is inherently unpredictable. Therefore, the
Issuer could incur judgements or enter into settlements of claims that could adversely affect the Issuer’s
operating results or cash flows in a particular period. As on the date of this Preliminary Placement
Memorandum, there are a number of ongoing civil and consumer claims against the Issuer and for which
no provision for contingent liabilities has been recognized in the Issuer’s financial statements. The
outcomes of these cases are remote and the financial implications are not ascertainable. In the event that
any of these contingent liabilities materialise, the Issuer’s financial condition may be adversely affected.
For details of non payment of statutory dues of the Issuer, please refer to Paragraph 8(vii) (Legal and
Other Information) on page 67 of this Preliminary Placement Memorandum.

Dependence on Grants

The projects undertaken by the Issuer are very capital intensive and any reduction in budgetary allocation
of capital, funding or grants by the Gol and GoUP may materially affect the Issuer’'s performance and
asset generation capacity. Further, the growth plans of the Issuer are mainly determined by the amount
of grants and support in the form of budgetary allocations and any adverse developments in the policy of
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the government in the manner in which it seeks to address the development of the infrastructure needs of
India will have a material and adverse effect on the Issuer’s operations. Moreover, if the funding from
grants decreases or if there is any adverse change in the pattern of allocation of the tax collected by Gol
or if there is a downturn in the macroeconomic environment in India or in the sectors which are directly
dependent on the infrastructure projects that the Issuer undertakes/ proposes to undertake, the result of
the Issuer’s operations and future performance could be materially and adversely affected.

EXTERNAL RISK FACTORS

3.16

347

3.18

3.19

3.20

3.21

3.22

The secondary market for the Debentures may be less liquid

The Debentures may be less liquid, and no secondary market may develop in respect thereof. Even if
there is a secondary market for the Debentures, it is not likely to provide significant liquidity. Potential
investors may have to hold the Debenture until redemption to realise any value.

There is no guarantee that the Debentures issued pursuant to this Issue will be listed on the stock
exchanges in a timely manner, or at all

In accordance with Applicable Law, permissions for listing and trading of the Debentures issued pursuant
to this Issue will not be granted until the Debentures have been issued and allotted. Approval for listing
and trading will require all relevant documents authorising the issuance of the Debentures to be submitted.
There could be a failure or delay in listing the Debentures on the BSE. However, the Issuer shall do all
necessary actions for listing of the Debentures in timely manner.

Tax considerations and Legal considerations

Special tax considerations and legal considerations may apply to certain types of investors. Potential
investors are urged to consult with their own financial, legal, tax and other professional advisors to
determine any financial, legal, tax and other implications of this investment.

Accounting considerations

Special accounting considerations may apply to certain types of taxpayers. Potential investors are urged
to consult with their own accounting advisors to determine implications of this investment.

Material changes in regulations to which the Issuer is subject could impair the Issuer’s ability to
meet payment or other obligations

The Issuer is subject generally to changes in Indian law, as well as to changes in government regulations
and policies and accounting principles. Any changes in the regulatory framework could adversely affect
the profitability of the Issuer or its future financial performance, by requiring a restructuring of its activities,
increasing costs or otherwise.

Legality of purchase

Potential investors of the Debentures will be responsible for the lawfulness of the acquisition of the
Debentures, whether under the laws of the jurisdiction of its incorporation or the jurisdiction in which it
operates or for compliance by that potential investor with any law, regulation or regulatory policy applicable
to it.

Government Policies

The Issuer’s operations are dependent on the policies of the government, central as well as state
initiatives. Any changes in government policies detrimental to the Issuer may affect the collection of
revenue of the Issuer and may also affect the management of the expenditure of the Issuer. Any lack of
support in terms of regulatory initiatives will adversely affect the Issuer’s operations, as will any delayed
response in policy alteration or other regulatory impediments, which will adversely affect the Issuer’s
operations. Additionally, policies of central and state government which mandate urban local bodies to
focus on development in certain specific sectors or areas will affect the Issuer’s projects and operations.
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3.23

3.24

Political Scenario

Periodic elections and/ or rotation of the officers might pose a risk to the business of the Issuer since a
change in the government might shift the policy focus for the municipal corporation which will impact the
ongoing activities of the Issuer. Such changes in policy focus might affect the relative priority of capital
expenditures for the Projects and other projects undertaken by the Issuer. However, this will not impact
the repayment of the Debentures, as the structured payment mechanism would ensure timely repayment
of interest and principal of the Debentures.

Decentralisation

The Issuer has legislative and operational control over its operating revenues, expenditures and capital
plans. However, the Issuer also receives grants from the state and the central government and changes
in the grants from state and central government, their revenue sources and regulatory frameworks could
have an effect on the credit profile of the Issuer.

PROJECT RISK FACTORS

3.25

3.26

The Projects are not revenue generating projects and the Issuer may not be able to adhere to the
timelines.

The Jankipuram Water Supply Project in Abhishekpuram at Lucknow is meant to provide better water
management facilities to the citizens by providing piped water supply facilities to these areas and the
Aurangabad-Khalsa Residential Project is meant for providing the residents with housing along with
internal development, water supply, sanitation and park.

The projects are supposed to be financed through the proceeds of the Issue and grants from GoUP and
Gol. A funding gap may develop due to cost overrun, in which case it could pose a contingent budgetary
risk for Issuer or result in a request to the standing committee for additional borrowings for these projects.
There is also a possibility that the projects may be delayed due to issues in relation to the work force or
the contractors.

The Issuer has applied for the required approvals for the projects, however, certain approvals that have
been applied for by the Issuer are yet to be received (including the approval from the State Environment
Impact Assessment Authority (SEIAA), Directorate of Environment, UP, Lucknow with respect to the
Aurangabad-Khalsa Residential Project). Delay in obtaining such approvals/ non receipt may defer the
project timelines. The projects are also susceptible to the policies of the state and cost overruns, however,
these will not affect the debt servicing of the Debentures, which are backed by the appropriate revenues
of the Issuer, to be collected and remitted to the Escrow Account for payment during tenure of Debentures.

With respect to the Aurangabad-Khalsa Residential Project, the Lucknow Omaxe City Residents Allottees
Association and others have filed a writ petition in the High Court of Allahabad, Lucknow Bench against
the action of the Issuer in connection with demolition of a part of the boundary wall built around the Omaxe
City (a township). For further details with respect to this proceeding, please refer to paragraph 8 (Legal
and Other Information) of Section 4 (Regulatory Disclosures) on page 62 of this Preliminary Placement
Memorandum.

Fund requirement mentioned in the Objects of the Issue have not been appraised by any
governmental or regulatory body, bank or financial institution

The proceeds of the Issue are intended to be used towards the Projects identified under paragraph 4(a)
(The proceeds of the proposed issue shall be clearly earmarked for a defined project or a set of projects
along with the location of the project and plant and machinery, technology, process, etc.) of Section 4
(Regulatory Disclosures) on page 36 of this Preliminary Placement Memorandum. The fund requirement
and deployment is based on internal estimates and the detailed project reports prepared by the architects
(in respect of the Aurangabad-Khalsa Residential Project) and approved by the Issuer’s internal project
teams. The costs of the Projects are indicative and has not been appraised by any governmental or
regulatory body, bank or financial institution.

Page 24 of 225



Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

3.27

3.28

3.29

3.30

3.31

Delay in Implementation Schedule

The schedule of implementation of the Projects may not be achieved due to several external reasons
including non-availability of timely grants, non-availability of approvals, delays because of third party
contractors etc. Though the cash inflows from the Projects are not earmarked for servicing the obligations
of the Issuer in respect of the Debentures, non-implementation of the Projects as per the schedule of
implementation may affect the cash flow of the Issuer.

Funding of the project

The construction of the housing project under the Aurangabad-Khalsa Residential Project has to be funded
from the revolving fund, inflow from the allotment and sales proceeds from the apartment as well as the
fund raised by the issue of the Debentures. The delay in realisation from allottees may delay the
completion of the project. However, this will not impact the debt servicing of the Debentures as the Issuer
has created an escrow mechanism over property taxes and other user charges.

Regulatory Approvals

Regulatory approvals, sanctions, licenses, registrations and permissions may be required to be obtained
by the Issuer for undertaking projects. The Issuer may not receive such approvals (including the approval
from the State Environment Impact Assessment Authority (SEIAA), Directorate of Environment, UP,
Lucknow with respect to the Aurangabad-Khalsa Residential Project) or be able to renew such approvals
within the time frames anticipated by the Issuer or at all, which could adversely affect the Issuer. If the
Issuer does not receive, renew or maintain such regulatory approvals required to operate the Issuer’s
business, the same may impede the effective operations of the Issuer in the future. Additionally, any
historical or future failure to comply with the terms and conditions of the existing regulatory or statutory
approvals may cause the Issuer to lose or become unable to renew such approvals.

Exploring new ventures

The Issuer is basically providing services for civic amenities to the residents of Lucknow and real estate
is a new venture for the Issuer. The customer/ allottee’s response to the housing project under the
Aurangabad-Khalsa Residential Project is a challenge in the present scenario of real estate sector.
Though the Issuer has the required expertise for the execution of the projects, the selling and marketing
of the projects might pose a challenge to the Issuer given the current economic scenario and real estate
scenario in India.

Real Estate Market Scenario

With the proposed housing project under the Aurangabad-Khalsa Residential Project, the Issuer will have
exposure to the real estate sector and any negative events affecting this sector could adversely affect the
Issuer’s business and financial condition. In the event the real estate sector is adversely affected due to
a decline of demand for real estate properties, changes in regulations or other trends or events, which
negatively impact the real estate sector, the value of Issuer’s collaterals may diminish which may affect
the Issuer’'s business. Among the various regulatory developments that have impacted the real estate
sector recently, the implementation of the Real Estate (Regulation and Development) Act, 2016, as
amended (“RERA Act’) is expected to have the biggest impact over the long term. After notification of
certain sections of the RERA Act with effect from May 2016, the full provisions of the RERA Act became
effective from May 2017 onwards. Subsequent to this, the obligations of real estate project developers
under the provisions of the RERA Act, including mandatory project registration, enhanced disclosure
norms and penal provisions for violation of rules have become effective across India. While most of the
state governments have notified rules in relation to the RERA Act, other states are in the process of doing
s0. These developments could adversely affect the Issuer’s business and financial condition.

Page 25 of 225



Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

SECTION4:  REGULATORY DISCLOSURES
1. ABOUT THE ISSUER

Lucknow, the capital of Uttar Pradesh, lies in the middle of the Uttar Pradesh heritage arc. The municipal
administration of Lucknow city vests with Lucknow Municipal Corporation (Nagar Nigam Lucknow). The
Issuer is a municipal corporation established under the Act on February 1, 1960 and is constituted under
Article 243Q (1)(c) of the Constitution of India, 1949. The Issuer, being a corporation established under the
Act, which is a state act, is a public sector company for the purposes of the Income Tax Act, 1961, which
defines the term ‘public sector company’ under Section 2(36A) to mean any corporation established by or
under any central, state or provincial act or a government company as defined in the Section 617 of the
Companies Act, 1956.

Roles and Responsibilities of the Issuer

The Act defines the scope and extent of responsibilities of the Issuer. The Issuer is mainly responsible for
the administration of Lucknow city and the maintenance, operation and development of certain public utilities
in Lucknow city. Water supply and sewerage are under the purview of the Jalkal Vibhag.

In terms of the Act, the Issuer is required to make reasonable and adequate provision, by any means or
measures, which it is lawfully competent to use or to take, for inter alia, the naming or numbering of
streets and of public places vesting in the Issuer and the numbering of premises, the watering, scavenging
and cleansing of all public streets and places in Lucknow city and the removal of all sweepings therefrom,
guarding from pollution water used for human consumption and preventing polluted water from being so
used, the lighting of public streets, the markets and public buildings and other public places vested in the
Issuer, the construction and maintenance of parking plots, bus stops and public conveniences, the
establishment, maintenance or supports of public hospitals and dispensaries including hospitals for the
isolation and treatment of persons suffering or suspected to be infected with a contagious or infectious
disease and carrying out other measures necessary for public medical relief, preventing and checking the
spread of contagious, infectious and dangerous diseases, maintenance of ambulance service, establishing
and maintaining a system of public vaccination and the registration of vital statistics including births and
deaths.

Composition of the Issuer

The Municipal Corporation consists of democratically elected members and is headed by the Mayor. The
Mayor is elected on the basis of universal adult suffrage by electors in the city and is an ex-officio member
of the municipal corporation. The executive committee of the Issuer is vested, for and on behalf of the Issuer,
with the superintendence of the municipal administration of Lucknow city.

Subject to the general control and direction of the Mayor and the sanction of the Municipal Corporation or
of the executive committee of the Municipal Corporation (where applicable), the executive power for the
purposes of carrying out the provisions of the Act shall vest in the municipal commissioner who shall also
perform all the duties and exercise all the powers specifically imposed or conferred on the municipal
commissioner.

Lucknow Smart City Limited (“LSCL") was formed under the Companies Act, 2013 as a special purpose
vehicle in August 2016. The Municipal Commissioner, who is a member of the Bond Issue Committee, is
the ex-officio chief executive officer of LSCL and Mr. Amit Kumar, the Additional Municipal Commissioner
of the Issuer and a member of the Bond Issue Committee, are also on the board of directors of LSCL.
Through LSCL, various developmental, infrastructural upgradation and beautification projects are being
implemented in Lucknow city. The endeavour includes converting Lucknow from art city to smart city. The
activities being implemented through the LSCL include the following:

Transportation condition in the city;

Water availability in the city and reduction in water wastage;
Solid waste management programs in the city;

Safety/ security condition in the city;

Energy availability and reduction of outages in the city;

bR
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6. Housing situation in the city.

For further details on the above, please refer to information available at the following link
http://smartcities.gov.in/upload/uploadfiles/files/SCP_Lucknow.pdf.

GENERAL INFORMATION

Name and address of the head office and other offices of the Issuer:

Name

Address of the head office of
the Issuer

Address of the other
offices of the Issuer

Lucknow Municipal Corporation
(Lucknow Nagar Nigam)

1, Trilok Nath Road, Lalbagh,
Nagar Nigam, Lucknow, Uttar
Pradesh - 226001, India

Sansthan A-Block
Indira Nagar;

(viii) Zone 8 Office — Nagar
Nigam near Bijnor

Zonal Offices of the Issuer:

() Zone 1 Office -T.N.
Road, Lalbagh,
Lucknow;

(ii) Zone 2 Office — Water
Work  Road  near
Eidgah Aishbagh;

(iii) Zone 3 Office — Nagar
Maha Palika,
Kapoorthala Complex,
Aliganj;

(iv) Zone 4 Office — Nagar
Nigam, near Huseriya

Chouraha, Gomti
Nagar;

(v) Zone 5 Office — Nagar
Nigam Chandan

Nagar, Alambagh;

(vi) Zone 6 Office — Nagar
Nigam, Gang Hat near
Ghantaghar Chowk;

(vii) Zone 7 Office — Near
Convention Centre Jal

Crossing, Bijnor.

Registered and corporate office of the Issuer (if applicable):

Not Applicable

Details of Mayor/ Deputy Mayor including date of appointment, etc.:

Designation Name Date of Appointment
Mayor Smt. Sanyukta Bhatiya December 12, 2017
Deputy Mayor Not applicable Not applicable

Details of Commissioner/ Deputy Commissioner including date of appointment, etc.:

Designation

Name

Date of appointment

Commissioner

Dr. Indramani Tripathi

June 1, 2018

Additional Commissioner

Mr. Amit Kumar

August 3, 2018

Additional Commissioner

Ms. Archana Dwivedi

February 23, 2019

Additional Commissioner

Mr. Rakesh Kumar Yadav

August 5, 2019
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The Issuer does not have any deputy commissioner.

Details of the members of the Committee approving the project/ various Standing Committees relating to
Taxation/ Finance/Accounts/ Audit/ Infrastructure:

Executive Committee

Under the Act, the executive committee is vested, for and on behalf of the municipal corporation, with the
superintendence of the municipal administration of Lucknow city (except as otherwise expressly provided
in the Act). The details of the present members of the executive committee of the Issuer are set out below:

S. Name and Designation Date of Member of Remarks
No. Appointment/ Committee since
Resignation (in case of
resignation)

1. Mrs. Sayukta Bhatia (Mayor/ | December 12, 2017 -
Chairman)

2. Mr. Rajnish Kumar Gupta January 10, 2020 -

3. Mrs. Sadhna Verma (Member) | January 10, 2020 -

4, Mr. Harish Chandra Lodhi | January 10, 2020 -
(Member)

5. Mr. Ram Kumar Verma | January 10, 2020 -
(Member)

6. Mr. Syed Yavar Hussain | January 10, 2020 -
(Member)

7. Mrs. Tara Chandra Rawat | January 10, 2020 -
(Member)

8. Ms. Kumkum Rajpoot | January 22, 2019 -
(Member)

9. Mr. Kaushalendra Dwivedi | January 22, 2019 -
(Member)

10. Mr.  Mohammed Saleem | January 22, 2019 -
(Member)

11. Mr. Nagendra Singh Chauhan | January 22, 2019 -
(Member)

12. Mr. Sudheer Kumar Mishra | January 22, 2019 -
(Member)

13. Mr. Shailendra Singh | January 22, 2019 -
(Member)

Bond Issue Committee

The Issuer vide the resolution of the house dated December 5, 2018 constituted a bond issue committee
(“Bond Issue Committee”) with respect to the proposed Issue for inter alia deciding the quantum, time and
nature of the bonds, mode of issuance and appointment of various intermediaries. The committee members
have been authorised to sign the documents in connection with the Issue. The details of the present
members of the Bond Issue Committee of the Issuer are set out below:

S. Name and Designation Date of Member of Remarks
No. Appointment/ Committee since
Resignation (in case of
resignation)
1. Dr. Indramani Tripathi | December 5, 2018 -
(Municipal Commissioner)
2. Mr. Amit Kumar (Additional | December 5, 2018 -
Commissioner)
3. Mr. Maha Milind Lal (Chief | December 5, 2018 -
Finance and Accounts Officer)
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S. Name and Designation Date of Member of Remarks
No. Appointment/ Committee since
Resignation (in case of
resignation)
4, Mr. Ashok Singh (Chief Tax | December 5, 2018 - -
Assessment Officer)

The Issuer does not have any standing committee relating to Taxation/ Finance/Accounts/ Audit/
Infrastructure.

Proposed Project Management Unit

The Issuer has proposed to set up a project management unit to supervise the execution of the Projects
and maintain financial discipline of such Projects. The project management unit shall consist of (i) a finance
expert; (i) a town planner; (iii) information technology expert; and (iv) project management/ project cum
market expert. The project management unit is proposed to be funded from the administrative and
office expenses sanctioned under the AMRUT.

Name, designation, address and DIN of each member of the board of directors of the issuer if the issuer is
a company.

Not applicable.

Name, address, telephone number and email address of the compliance officer of the issuer

Name Address Telephone Email address
Mr. Maha Milind Lal, | Lucknow  Municipal | 6389300023* caolme@nic.in
Chief Finance and | Corporation, 1,
Accounts Officer Triloknath Road,
Lalbagh, Lucknow -
226001, Uttar Pradesh

*The telephone number provided above is a cell phone number assigned to the designation of Chief Finance and
Accounts Officer of the Issuer.

Complete Details of the Official In-charge of dealing with investor grievances related to the Municipal Bonds,
his/her address, phone number, email ID, etc

Name Address Telephone Email address
Mr. Maha Milind Lal, | Lucknow  Municipal | 6389300023 caolmc@nic.in
Chief Finance and | Corporation, 1,
Accounts Officer Triloknath Road,
Lalbagh, Lucknow -
226001, Uttar Pradesh

*The telephone number provided above is a cell phone number assigned to the designation of Chief Finance and
Accounts Officer of the Issuer.

Chief Accounts and Finance Officer or equivalent of the Issuer

Name Address Telephone Email address
Mr. Maha Milind Lal, | Lucknow  Municipal | 6389300023* caolmc@nic.in
Chief Finance and | Corporation, 1,
Accounts Officer Triloknath Road,
Lalbagh, Lucknow -
226001, Uttar Pradesh

*The telephone number provided above is a cell phone number assigned to the designation of Chief Finance and
Accounts Officer of the Issuer.
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Arrangers, if any, of the instrument:

The Merchant Bankers to the Issue are the Arrangers. The details of the Merchant Bankers to the Issue are
set out below:

A.K. Capital Services Limited

30-38, 3rd Floor, Free Press House, Free Press Journal Marg, 215, Nariman Point, Mumbai-400021, India.
Tel: 022-67546500/ 66349300

Fax: 022-66100594

E-mail: varun.kaushik@akgroup.co.in

Investor grievance E-mail: investor.grievance@akgroup.co.in
Website: www.akgroup.co.in

Contact Person: Mr. Varun Kaushik

Compliance officer: Mr. Tejas Dawda

Tel. (Compliance Officer): 022-67546546

Email (Compliance Officer): tejas.davda@akgroup.co.in
SEBI Registration No.: INM000010411

CIN: L74899MH1993PLC274881

HDFC Bank Limited

Peninsula Business Park, 4t Floor, Tower B, Senapati Bapat Marg, Lower Parel, Mumbai — 400 013, India.
Tel: +91 22 66521455

Fax: +91 22 30788584

E-mail: gaurav.shah2@hdfcbank.com

Investor grievance E-mail: investor.redressal@hdfcbank.com
Website: www.hdfcbank.com

Contact Person: Mr. Gaurav Shah

Compliance officer: Mr. Paresh Soni

Tel. (Compliance Officer): +91 22 24988484

Email (Compliance Officer): paresh.soni@hdfcbank.com
SEBI Registration No.: INM000011252

CIN: L65920MH1994PLC080618

Debenture trustee of the Issue:

Catalyst Trusteeship Limited

GDA house, Plot No. 85, Bhusari Colony (Right), Kothrud, Pune — 411038, India
Tel: 022-49220543

Fax: 022-49220505

E-mail: compliance CTL-Mumbai@ctltrustee.com

Investor grievance E-mail: grievance@ctltrustee.com

Website: www.catlysttrustee.com

Contact Person: Umesh Salvi

SEBI Registration No.: IND000000034

Registrar to the Issue:

KFin Technologies Private Limited (Formely known as Karvy Fintech Private Limited)
Selenium, Tower B, Plot No- 31 & 32, Gachibowli, Financial District, Nanakramguda, Serilingampally,
Hyderabad, Rangareddi, Telengana — 500032, India

Tel: +91 40 6716 2222

Fax: +91 40 23431551

E-mail: einward.ris@kfintech.com

Investor grievance E-mail: LMC.ncd@kkfintech.com

Website: www.kfintech.com

Contact Person: M Murali Krishna

SEBI Registration No.: INR000000221
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(m)

Credit Rating Agency(ies) of the Issue:

India Rating & Research Private Limited

Address: Wockhardt Towers, 4t floor, Bandra Kurla Complex, Bandra East, Mumbai —
400051

Tel: +91 22 4000 1700

Fax: +91 22 4000 1701

Email: shrikant.dev@indiaratings.co.in

Investor Grievance Email Id: investor.services@indiaratings.co.in

Website: www.indiaratings.co.in

Contact Person: Mr. Shrikant Dev, Compliance Officer

SEBI Registration No: IN/CRA/002/1999

Brickwork Ratings India Private Limited

Address: 3 Floor, Raj Alkaa Park, Kalena Agrahara, Bannerghatta Road, Bengaluru — 560076
Tel: +91 80 40409940

Fax: +91 80 40409941

Email: liena.t@brickworkratings.com

Website: www.brickworkratings.com

Contact Person: Ms. Liena Thakur

SEBI Registration No: IN/CRA/005/2008

Auditor of the Issuer:

M/s. Habibullah and Company

Address: 1, Dalibagh Apartments, Butler Road, Lucknow - 226001
Tel.: 0522-4231643

Fax: 0522-4231643

E-mail: kklalchandani@yahoo.com

Website: www.hcoca.com

Contact Person: C.A. KK. Lalchandani

Membership Number: 074788

Names, addresses, telephone numbers, contact person, website addresses and e-mail addresses of the
lead manager(s), registrars to the issue, bankers to the issue, brokers to the issue and syndicate member(s);
along with URL of SEBI website listing out the details of self-certified syndicate banks, registrar to the issue
and depository participants, etc., if applicable.

Lead Manager Not Applicable as the Issue is on a private placement basis.

Merchant Bankers A.K. Capital Services Limited

30-38, 31 Floor, Free Press House, Free Press Journal Marg, 215, Nariman
Point, Mumbai-400021, India.

Tel: 022-67546500/ 66349300

Fax: 022-66100594

E-mail: varun.kaushik@akgroup.co.in

Investor grievance E-mail: investor.grievance@akgroup.co.in

Website: www.akgroup.co.in

Contact Person: Mr. Varun Kaushik

Compliance officer: Mr. Tejas Dawda

Tel. (Compliance Officer): 022-67546546

Email (Compliance Officer): tejas.davda@akgroup.co.in

SEBI Registration No.: INM000010411

CIN: L74899MH1993PLC274881

URL of SEBI Website:
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=ye
s&intmld=9

HDFC Bank Limited
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Peninsula Business Park, 4th Floor, Tower B, Senapati Bapat Marg, Lower
Parel, Mumbai — 400 013, India.

Tel: +91 22 66521455

Fax: +91 22 30788584

E-mail:

gaurav.shah2@hdfcbank.com

Investor grievance E-mail: investor.redressal@hdfcbank.com

Website: www.hdfcbank.com

Contact Person: Mr. Gaurav Shah

Compliance officer: Mr. Paresh Soni

Tel. (Compliance Officer): +91 22-24988484

Email (Compliance Officer): paresh.soni@hdfcbank.com

SEBI Registration No.: INM000011252

CIN: L65920MH1994PLC080618

URL of SEBI Website:
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=ye

s&intmld=9
Registrar to the | KFin Technologies Private Limited (Formely known as Karvy Fintech
Issue Private Limited)

Selenium, Tower B, Plot No- 31 & 32, Gachibowli, Financial District,
Nanakramguda, Serilingampally, Hyderabad, Rangareddi, Telengana —
500032, India

Tel: +91 40 6716 2222

Fax: +91 40 23431551

E-mail: einward.ris@kfintech.com

Investor grievance E-mail: LMC.ncd@kkfintech.com

Website: www.kfintech.com

Contact Person: M Murali Krishna

SEBI Registration No.: INR000000221

URL of SEBI Website:
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=ye
s&intmlhttps://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised
Fpi=yes&intmld=10 d=10

Banker to the Issue | HDFC Bank Limited

FIG-OPS Department Lodha, | Think Techno Campus,

0-3 Level, Next to Kanjurmarg Railway Station, Kanjurmarg (East),
Mumbai 400042

Tel: 022-30752928/ 2915

Fax: 022.25799801

Email: Vincent.Dsouza@hdfcbank.com, Siddharth.Jadhav@hdfcbank.com,
Prasanna.uchil@hdfcbank.com, Neerav.desai@hdfcbank.com
Website: www.hdfcbank.com

Contact Person: Vincent Dsouza, Siddharth Jadhav, Prasanna Uchil
CIN: L65920MH1994PLC080618

Escrow Bank HDFC Bank Limited

31/31 M.G. Road, Hazratganj, Lucknow - 226001

Tel: 9305784626

Fax: 022-25799801

Email: Ajay.tewari@hdfcbank.com

Website: www.hdfcbank.com

Contact Person: Mr. Ajay Tewari

CIN: L65920MH1994PLC080618

Brokers to the Issue | Not applicable as the Issue is on a private placement basis.

Syndicate Members | Not applicable as the Issue is on a private placement basis.

(p) Names, addresses, telephone numbers and e-mail addresses of the Company Secretary, legal advisor,
underwriters and bankers to the issuer.
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Company Secretary | Not Applicable
to the Issuer
Legal Advisor to the | Wadia Ghandy & Co.

Issuer NM Wadia Buildings,

123, Mahatma Gandhi Road,

Mumbai, Maharashtra - 400 001

Tel: +91 22 22715600/ 22670669

Fax: +91 22 22676784/ 22670226/ 22610249

Email: contact@wadiaghandy.com

Underwriter to the | Not Applicable as the Issue is on a private placement basis.
Issuer
Banker to the Issuer | Not applicable*

*The Issuer has not availed of any facilities from any bank.

Names of the debenture trustee(s) shall be mentioned with a statement to the effect that the debenture
trustee(s) has given his consent to the Issuer for his appointment. This also needs to be mentioned in all
subsequent communications sent to the holders of debt securities.

The debenture trustee of the proposed Issue of the Debentures is Catalyst Trusteeship Limited (formerly
known as GDA Trusteeship Limited). Catalyst Trusteeship Limited has given its written consent for its
appointment as Debenture Trustee to the Issue. The consent letter from Debenture Trustee is provided in
Annexure V hereto.

Investor grievances redressal mechanisms

Arrangements have been made to redress investor grievance expeditiously as far as possible. The Issuer
endeavours to resolve the investor’s grievances within 30 (Thirty) days of its receipt. All grievances related
to the Issue may be addressed to the compliance officer at the head office of the Issuer or emailed to
caolmc@nic.in and shall quote the application number (including prefix), number of Debentures applied for
the amount paid on application.

All investors are hereby informed that the Issuer has appointed a compliance officer who may be contacted
in case of any pre-issue/post-issue related problems such as non-credit of the Debentures in the demat
account, no-receipt of refund order(s), interest warrant(s), cheque(s) etc. The contact details of the
compliance officer are set out in paragraph 2(g) (Name, address, telephone number and email address of
the compliance officer of the issuer) of Section 4 (Regulatory Disclosures) on page 29 of this Preliminary
Placement Memorandum. The Issuer is registered with the SCORES platform of SEBI (SCORE ID is
COMZ00545) for the convenience of investors with respect to filing of any complaint/ raising grievances.

ABOUT THE ISSUER AND CAPITAL STRUCTURE OF THE ISSUER

The constitution document:

The Uttar Pradesh Municipal Corporations Act, 1959 and the notification no. 41 Ma-PRA-II/XI-C-12: Corp-
59 dated January 18, 1960 issued by the governor of GoUP. However, the Issuer is unable to obtain a copy
of the said notification and accordingly a certificate from the principal secretary, urban development
department, GoUP has been obtained confirming that the Issuer is validly constituted vide the notification
no. 41 Ma-PRA-II/XI-C-12: Corp-59 dated January 18, 1960 and the same is annexed hereto and marked
as Annexure VIl hereto.

Details of capital structure of Issuer, if applicable.

Not Applicable

Details of the management structure of the Issuer:

The management structure of the Issuer is as set out below:
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(d) Shareholding pattern of the issuer along with top 10 shareholders of the issuer, if applicable
Not Applicable
(e) Resolution authorizing the borrowing and list of authorized signatories

Please refer to Annexure lll hereto.
Details of necessary Resolution(s) for the allotment of municipal debt securities
Not applicable

(9) Memorandum and Articles of Association in case the Issuer is a body corporate incorporated under
Companies Act, 2013, if applicable

Not applicable
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(h) Details of any Reorganization or Reconstruction of management in the last 1 year of the issuer:
The Issuer has not undergone any reorganization or reconstruction in the last 1 (One) year.
(i) Details of all the project undertaken or proposed in terms of cost and means of financing:
The Issuer is presently engaged in undertaking the following projects™:
1. Aurangabad-Khalsa (Khasra no. 1650 Kha, 1686 Sa, 1686, 1704, 1706, 1709 Kha, 1711, 1713 Kha,

1707, 1013 Tehsil-Sarojini Nagar) near Omaxe City Residential Scheme (hereinafter referred to as
the “Aurangabad-Khalsa Residential Project”):

The project is proposed on 5.0791 (Five Decimal Point Zero Seven Nine One) hectare land of the
Issuer on which 684 (Six Hundred and Eighty Four) flats are planned along with the basement for
parking space. The structure is designed as a multi-story framed structure of G+3, G+6 and G+8
floors and is designed to be earthquake and wind resistant. In the project, there is complete provision
for internal development, water supply, sanitation and park. The cost and means of financing of this
project is set out in paragraph 4(j)(B) (Capital Structure relating to projects for which funds are
proposed to be mobilised) of this Section 4 (Regulatory Disclosures) on page 35 of the Preliminary
Placement Memorandum.

2. Chakbast Multilevel Parking Office — Commercial Complex project:

The Chakbast Multilevel Parking Office — Commercial Complex project received the approval of the
house of the Issuer on December 17, 2013. The work on the project started on March, 2018 and
completion is expected by March, 2021. The proposed office building relating to the project will be
situated at Mohalla Bazar, Jhaulol, Chakbast Road, Lucknow. Moreover, the project contemplates
basement parking inclusive of construction works such as main gate, internal drains, boundary walls,
interlocking parking system, solar lighting etc. In terms of the detailed project report prepared with
respect to this project, the estimated project cost is Rs. 33,36,73,000 (Rupees Thirty Three Crore
Thirty Six Lakh and Seventy Three Thousand).

* The projects set out herein do not include the projects being undertaken by the Issuer through the Jalkal
Vibhag.

) Capital structure relating to projects for which funds are proposed to be mobilized:
A summary of capital cost and sources of funds for the Projects are presented in the table below:

A Jankipuram Water Supply Scheme in Abhishekpuram at Lucknow under AMRUT (hereinafter
referred to as the “Jankipuram Water Supply Project”):

The Jankipuram Water Supply Project is being undertaken by the Jalkal Vibhag and is proposed
to be undertaken in Abhisekhpuram, Vashishtha Puram, Saraswatipuram, Pragati Vihar, Alisha
Nagar and Mariyaon Village for providing piped water supply facility to these areas. These areas
come under the Jankipuram - | ward of the Issuer. The cost and means of financing of this project
is set out below:

S. Name of Approved | GoUP Centage* | Work Means of Finance of the Work Cost
No. Project Project Cost (Rs. In Crores)
Cost (Rs. (Column | Government | GoUP | Issuer’s Share
In 3- of India - Proposed to
Crores) Column be funded
2) through the
Issue
Jankipuram
1 Water Supply 19.70 2.06 17.64 5.88 6.47 5.29
Scheme in
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Abhishekpuram
at Lucknow

*Centage is the amount paid by government for overhead charges for supervision of project.

B. Aurangabad-Khalsa Residential Project:
Approved Means of Finance (Rs. in Crores)
_ Project Contribution from the
S. No. Name of Project Cost Issuer/ Revolving Fund Proposed to be
(Rs. in of the GoUP/ Allottees fundedlthrough it
Crores) under self-financing ssue
Aurangabad-Khalsa
(Khasra no. 1650 Kha,
1686 Sa, 1686, 1704,
1706, 1709 Kha, 1711,
1. 1713 Kha, 1707, 1013 291.25 96.54 194.71
Tehsil-Sarojini Nagar)
near Omaxe City
residential scheme

The Issuer confirms that the contribution of the Issuer for the Issue shall not be less than 20% (Twenty
percent) of the cost of the Projects, which shall be contributed from its internal resources or grants that may
be in cash or kind.

(k) Capital grant for the proposed project and the amount received in this regard:

Jankipuram Water Supply Project:

Particulars Amount (Rs. in Crores)
Government of India 5.88
GoUP 6.47
Centage 2.06
Total 14.41*
*The aggregate amount of grant received and utilised from Gol and GoUP till date — Rs. 14,40,85,000/- (Rupees Fourteen Crores Forty Lakhs and Eighty Five
Thousand)
() Details of State Finance Commission Grant on annual basis:

The Issuer receives finance commission grants which are not specific to the Projects. The details of the
State Finance Commission grants received by the Issuer in the last three Financial Years are detailed

hereunder:
Particulars Gross Amounts Received (Rs. In Crores)
Financial Year 2018-2019 398.46
Financial Year 2017-2018 377.85
Financial Year 2016-2017 336.48
4, OBJECTS OF THE ISSUE
(a) The proceeds of the proposed issue shall be clearly earmarked for a defined project or a set of projects

along with the location of the project and plant and machinery, technology, process, etc.:

The proceeds of the Issue are being earmarked for the following projects (“Projects”):
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1. Jankipuram Water Supply Project:

The project is proposed in Abhisekhpuram, Vashishtha puram, Saraswatipuram, Pragati Vihar,
Alisha Nagar and Mariyaon for providing piped water supply facility to these areas. These areas
come under the Jankipuram - | ward of the Issuer. The project has been launched in line with the
mission of AMRUT to provide basic services (e.g. water supply) to households and build amenities
in cities which will improve the quality of life for all. E-tendering process for the work has been
completed and the project is under construction.

2. Aurangabad-Khalsa Residential Project:

The project is proposed on 5.0791 (Five Decimal Point Zero Seven Nine One) hectare land of the
Issuer on which 684 (Six Hundred and Eighty Four) flats are planned along with the basement for
parking space. The structure is designed as a multi-story framed structure of G+3, G+6 and G+8
Floors and has earthquake and wind resistance design along with other loads. In the project there
is complete provision for internal development, water supply, sanitation and park etc.

Total area of Land 5.0791 hectare
Total no. of Floors G+3, G+6 and G+8
Total no. of Towers 19 towers

Total no. of Flats/apartments 684 flats

The proceeds of the proposed Issue shall be used only for the purpose indicated in the row titled ‘Objects
of the Issue’ under paragraph 5.3 (Summary of Term Sheet) of Section 5 (Term Sheet) on page 76 of this
Preliminary Placement Memorandum viz. the Jankipuram Water Supply Project and the Aurangabad-Khalsa
Residential Project (the Jankipuram Water Supply Project and the Aurangabad-Khalsa Residential Project
are collectively referred to as “Projects”) and as stipulated under the head of term ‘Objects of the Issue’
under paragraph 5.3 (Summary of Term Sheet) of Section 5 (Term Sheet) on page 76 of this Preliminary
Placement Memorandum.

The Issuer confirms that: (a) Issue proceeds will not be released until all formalities in connection with the
Issue have been completed and listing trading approval is received from the BSE; (b) the Issue proceeds
shall be utilised in accordance with the schedule of implementation of the Projects as set out in paragraph
4(e) (Schedule of implementation of the project) of Section 4 (Regulatory Disclosure) on page 39 of this
Preliminary Placement Memorandum; and (c) the Issue proceeds shall not be utilised until the Debenture
Trust Deed is executed by the Issuer.

Where the issuer proposes to undertake more than one activity or project, such as diversification,
modernization, or expansion, etc., the total project cost activity-wise or project wise, as the case may be.

The activity-wise project cost for the Projects is given below:

1. Jankipuram Water Supply Project:
Activity Amount (Rs. in Crore)
Tube well 04 Nos. 3.48
01 No. OHT 1600 KL / 22 M 2.36
01 No. CWR 650 KL 0.57
Pump House 04 Nos. 0.23

Distribution System 5046 Km & House | 10.24
connection 2880 No.
Rising Main 2130 M 0.76

Total 17.64*

*Total cost of the Jankipuram Project including Centage is Rs 19,70,00,000/- (Rupees Nineteen Crores and Seventy Lakhs)

2. Aurangabad-Khalsa Residential Project:
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Activity Amount (Rs. in Crore)
Design, drawing, DPR preparation 517
Foundation, digging and raft construction and

. 49.79
basement construction.
Super structure, community center, guard

210.50

room and local shop
Infrastructure development 21.95
Boundary wall, gate 1.58
Overhead tank with tube well 0.76
Services testing and project-completion 1.50
Total 291.25

Where the issuer is implementing the project in a phased manner, the cost of each phase, including the
phase, if any, which has already been implemented, shall be separately given

1. Jankipuram Water Supply Project:

This project is proposed to be completed by the Issuer in a single phase.

2. Aurangabad-Khalsa Residential Project:

This project is proposed to be completed by the Issuer in a single phase.

An investment plan for the project components as well as phases thereof as well as financing thereof as
approved by the local authority or the agency as the case may be.

A summary of capital cost and sources of funds for the proposed Projects are presented in the table below:

A. Jankipuram Water Supply Project:

S. Name of Approved | GoUP Centage* | Work Means of Finance of the Work Cost
No. Project Project Cost (Rs. In Crores)
Cost (Rs. (Column | Government | GoUP | Issuer’s Share
In 3- of India - Proposed to
Crores) Column be funded
2) through the
Issue
Jankipuram
Water Supply
1 Scheme in 19.70 2.06 17.64 5.88 647 |5.29
Abhishekpuram
at Lucknow
*Centage is the amount paid by government for overhead charges for supervision of project.
B. Aurangabad-Khalsa Residential Project:
Means of Finance (Rs in Crores)
) Approved Contribution from the
S. No. Name of Project Project Cost | |ssyer/ Revolving Fund Proposed to be funded

(Rs in Crores)

of the GoUP/ Allottees
under self-financing

through the Issue

Aurangabad-Khalsa
(Khasra no. 1650 Kha,
1686 Sa, 1686, 1704,
1706, 1709 Kha, 1711,
1713 Kha, 1707, 1013

291.25

96.54

194.71
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Tehsil-Sarojini Nagar)
near Omaxe City
residential scheme

Schedule of implementation of the project:

(i) Jankipuram Water Supply Project:
Sr. . Physical Target Financial Target
No. Name of the Project Month (Rs. in Crore)
Jankipuram  Water  Supply Till date 65% 14.41*
1 Scheme in Abhishekpuram at
Lucknow June 2020 100% 19.70

* The amount till date has been funded from grants of the Gol and the GoUP as certified by Habibullah & Co., the Auditor of the Issuer vide their certificate dated March

6, 2020.
(ii) Aurangabad-Khalsa Residential Project:
Sr. . Physical Target Financial Target (Rs. in
No. Name of the Project Quarter Crore)
Aurangabad-Khalsa near Till Date 11.50% 33.24*
Omaxe City  residential
scheme 1st 12.50% 36.00
2nd 13.00% 40.00
3rd 16.50% 50.00
4th 12.00% 35.00
1 5th 11.50% 25.00
oth 8.50% 15.00
7t 9.50% 17.00
gth 5.00% 40.01
Total 100% 291.25

* The amount till date has been funded from the Issuer.

4] Benchmarks for commencement and completion of the project including milestone dates for all components
of the project:
(i) Jankipuram Water Supply Project:
Jankipuram Water Supply Scheme in Abhishekpuram at Lucknow is the first of its kind project
being undertaken by the Issuer under AMRUT. Accordingly, there are no benchmarks available
with respect to any similar project of the Issuer under AMRUT. Set out below are the milestones
for the present project:
Sr. . . Date of Start Date of
No. Name of the Project Activity Completion
Jankipuram  Water  Supply Tube well 04 Nos. April 1, 2018 June 1, 2020
1 | Scheme in Abhishekpuram at
Lucknow under AMRUT 01 No. OHT 1600 KL /22 M February 1, 2019 June 1, 2020
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Sr. . . Date of Start Date of
No. Name of the Project Activity Completion
01 No. CWR 650 KL April 1, 2019 June 1, 2020
Pump House 04 Nos. January 1, 2019 June 1, 2020
Distribution System 50.46 August 1, 2018 June 1, 2020
Km & House connection
2880 No.
Rising Main 2130 M August 1, 2018 June 1, 2020
(ii) Aurangabad-Khalsa Residential Project:
Aurangabad-Khalsa near Omaxe City residential scheme is the first residential project being
undertaken by the Issuer. Accordingly, there are no benchmarks available with respect to any
similar previous project of the Issuer. Set out below are the milestones for the present project:
ﬁ:)_ Name of the Project Activity Date of Start Date of Completion
Aurangabad-Khalsa near Design, Drawing, DPR Already Completed
Omaxe  City  residential Preparation
scheme Foundation, Digging & raft May 1, 2018 August 1, 2020
Construction& Basement
construction
Super structure, community
center, guard room & local April 1, 2020 September 1, 2021
1 shop
Infrastructure Development April 1, 2021 December 1, 2021
Boundary wall, Gate May 1, 2020 December 1, 2020
Overhead Tarkwih Tube March 1, 2021 Decerber 1,2021
Services Testing & Project January 1, 2022 March 1, 2022
Completion
() Details and status of the regulatory approval (if required):
(i) Jankipuram Water Supply Project:
Stat
3;‘ Name of the Project Particulars aws
Jankipuram  Water  Supply | State Level Technical Committee Approved
Scheme in Abhishekpuram at
1 Lucknow under AMRUT State Level High Powered Steering | Approved
Committee
Governmental order for Project Approval | Approved
(ii) Aurangabad-Khalsa Residential Project:
3;' Name of the Project Particulars Status
Aurangabad-Khalsa near | House Approval Approved
1 | Omaxe  City  residential
scheme Government of UP Approval Approved
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Sr.
No.

Name of the Project

(AAI)

Particulars Status
Lay out & Map Approval from LDA Approved
Approval from Airport Authority of India | Approved

Assessment Authority

Approval from State Environment Impact
(SEIAA),
Directorate of Environment, UP, Lucknow

Applied for approval

Approval from fire department

To be applied for approval

Expenses of the Issue:

Expenses of the issue along with a break-up for each item of expense, including details of the fees payable
to/for separately as under (in terms of amount, as a percentage of total issue expenses and as a percentage

of total issue size):

Expenses Head Amount (in Rs.) Percentage | Percentage
(Excluding of total issue of total
Taxes)* expenses issue size

Fees to Merchant Banker(s) (including | 8,42,002 29.37% 0.04%
commissions, if any), Registrar to the Issue and
legal counsel
Advertising and marketing expenses (including | 5,00,000 17.44% 0.025%
road shows and investors meet)
Regulators including stock exchange 25,000 0.88% 0.001%
Others, if any (Travelling, printing, stationery, | 15,00,000 52.32% 0.075%
out of pocket expenses, certifications, fees of
Rating  Agencies, Debenture  Trustee,
Depositories etc.)
Total (exclusive of taxes) 28,67,002.00 100% 0.14%

*Indicative amounts

The Issuer has not and any person connected with the Issue shall not offer any incentive, whether direct or
indirect, in any manner, whether in cash or kind or services or otherwise to any person for making an
application in the Issue, except for fees or commission for services rendered in relation to the Issue. The
expenses in relation to the Issue are not being paid out of the proceeds of the Issue. The expenses in
relation to the Issue are being met through the internal accruals of the Issuer.
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5. TAX BENEFITS

Any special tax benefits (under direct and indirect tax laws) for the issuer and its investors

“To,

Lucknow Municipal Corporation,
Trilok Nath Marg,

Lalbagh,

Lucknow

Dear Sirs,

Re:

Statement of Special Tax Benefits available to the debenture holders of Lucknow Municipal
Corporation in connection with the proposed private placement of secured non-convertible
bonds in the nature of debentures (hereinafter referred to as the “Issue”)

We, Habibullah & Co., refer to the proposed Issue by Lucknow Municipal Corporation (the “Issuer”)
and enclose the Statement of special tax benefits available to the Issuer and Investors under the
Income-tax Act, 1961 (the “Statement”) showing the special tax benefits on issue of Municipal Bond
applicable to the Issuer and Investors as per the provisions of the Income Tax Act, 1961 (the “Act”)
and Income tax Rules, 1962 including amendments made by Finance (No 2.) Act 2019 and Taxation
Laws (Amendment) Ordinance, 2019 as applicable for the financial year 2019-2020, for inclusion in
the Preliminary Placement Memorandum and Placement Memorandum which are proposed to be
filed by the Issuer with the Stock Exchanges, the Securities and Exchange Board of India and any
other regulatory in connection with the Issue. Several of these benefits are dependent on the
Investors fulfilling the conditions prescribed under the relevant provisions of the Act. Hence the
ability of the Investors to derive these tax benefits is dependent upon their fulfilling such conditions.

The benefits discussed in the enclosed statement are neither exhaustive nor conclusive. The
contents stated in the Statement are based on the information and explanations obtained from the
Issuer. This statement is only intended to provide general information to the Investors and is neither
designed nor intended to be a substitute for professional tax advice. In view of the individual nature
of the tax consequences and the changing tax laws, each debenture holder is advised to consult
their own tax consultant with respect to the specific tax implications arising out of their participation
in the Issue. We are neither suggesting nor are we advising the Investors to invest money based on
this statement. We do not express any opinion or provide any assurance as to whether:

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

We hereby give our consent to include the Statement in the Preliminary Placement Memorandum
and Placement Memorandum in connection with the Issue to be filed by the Issuer with the Stock
Exchange(s), the Securities and Exchange Board of India and any other regulatory authority in
relation to the Issue and such other documents as may be prepared in connection with the Issue.

Limitations

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

This Statement is addressed to you solely for the use of the Issuer in relation to the Issue and,
except with our prior written consent, is not to be transmitted or disclosed to or used or relied upon
by any other person or used or relied upon by you for any other purpose, save that you may disclose
this Statement to A.K. Capital Services Limited and HDFC Bank Limited (together, the “Merchant
Bankers’ or “Permitted Recipients”).
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M/s Habibullah & Co.
Chartered Accountants
Firm Registration No: 1087C

K K. Lalchandani
(Partner)
Membership No: 074788

Place: Lucknow
Date: March 6, 2020
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STATEMENT OF SPECIAL TAX BENEFITS

Under the existing provisions of law, the following special tax benefits, inter alia, will be available to the
Issuer and Debenture Holder(s). The tax benefits are given as per the prevailing tax laws and may vary from
time to time in accordance with amendments to the law or enactments thereto.

The information given below lists out the special tax benefits available to the Issuer and Debenture Holder(s)
of Lucknow Municipal Corporation, in a summary manner only and is not a complete analysis or listing of
all potential tax consequences of the subscription, ownership and disposal of the Debentures. The
Debenture Holders are advised to consider in its own case, the tax implications in respect of subscription to
the Debentures after consulting its tax advisor as alternate views are possible. We are not liable to the
Debenture Holders in any manner for placing reliance upon the contents of this statement of special tax
benefits.

We have also perused the relevant provisions of Income Tax Act, 1961, Central Goods and Service Tax Act
(CGST), State Goods and Service Tax Act (SGST) and Integrated Goods and Service Tax Act (IGST)
alongwith the notifications issued by the revenue authorities from time to time.

On the basis of such perusal/examination of the provisions and on the discussions held with the officials of
Issuer, we are of the opinion that the following special tax benefits are available to the Issuer and the
Debenture Holders:

DIRECT TAXES

IMPLICATIONS UNDER THE INCOME-TAX ACT, 1961 (“IT Act”)
We have perused various provisions of tax exemption / tax rebates specified under Chapter Ill and Chapter
VI A of the IT Act. From the perusal of the said Chapters, our opinion is as under:

Benefits to the Issuer

The Income of the Issuer from specified sources are exempted under Section 10(20) of the IT Act. The
provisions under Section 10(20) of the IT Act are as under:

“the income of a local authority which is chargeable under the head "Income from house property", "Capital
gains" or "Income from other sources" or from a trade or business carried on by it which accrues or arises
from the supply of a commodity or service (not being water or electricity) within its own jurisdictional area or
from the supply of water or electricity within or outside its own jurisdictional area.

Explanation. —For the purposes of this clause, the expression "local authority" means—
(i) Panchayat as referred to in clause (d) of article 243 of the Constitution; or
(ii) Municipality as referred to in clause (e) of article 243P of the Constitution; or

(iii) Municipal Committee and District Board, legally entitled to, or entrusted by the Government with, the
control or management of a Municipal or local fund; or

(iv) Cantonment Board as defined in section 3 of the Cantonments Act, 1924 (2 of 1924);”

As per the provisions of Section 10(20) of the IT Act read with the other relevant provisions of the IT Act
and the Income Tax Rules, 1962 and as per the information and explanations given to us, any income
arising to the Issuer on the issuance of the Debentures shall be assessed as "Income From Other Sources”
which is exempted under Section 10(20) of IT Act.

Apart from the above, there are no special tax benefits available under the IT Act.

Benefits to the Debenture holder(s)

The interest income earned on investment made in municipal bonds are not exempt under the provisions of
Chapter 1l of the IT Act. Also, there are no special tax benefits available under any other provisions of the
IT Act.

Also, the capital gains arising on transfer of municipal bond are not exempt under Chapter IV of IT Act.

Tax at source shall be deducted on interest as per the rate applicable under the IT Act.
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Tax deduction at source concession to the Foreign Portfolio Investors (“FPIs”)

As per provisions of Section 194LD of the IT Act, it is proposed that foreign portfolio investors shall be
eligible for concessional rate of tax deduction at source on the interest on bonds at 5%. Section 194LD of
the IT Act reads as under:

“(1) Any person who is responsible for paying to a person being a Foreign Institutional Investor or a Qualified
Foreign Investor, any income by way of interest referred to in sub-section (2), shall, at the time of credit of
such income to the account of the payee or at the time of payment of such income in cash or by the issue
of a cheque or draft or by any other mode, whichever is earlier, deduct income-tax thereon at the rate of five
per cent.

(2) The income by way of interest referred to in sub-section (1) shall be the interest payable in respect of
investment made by the payee in—

(i) a rupee-denominated bond of an Indian company; or

(i) Government security:

Provided that the rate of interest in respect of bond referred to in clause, (i) shall not exceed the rate as may
be notified by the Central Government in this behalf.

Explained.: -

a) ‘Foreign Institutional Investor’ is a registered institution that invests in a country other than its own.

b) ‘Qualified Foreign Investor’ is a subcategory of FIl who is a foreign individual, group or association
restricted from those countries, which are the members of FATF.

¢) ‘Rupee-denominated bond’ is a bond issued by an Indian entity in a foreign market where the buying,
selling and repayment are expressed in rupees.

d) ‘Government security’ is a Government issued bond, which is of low risk.”

A foreign institutional investor or a qualified foreign investor consider investing in securities to be gainful and
thus, make investments claiming a security interest on the collateral. The interest payable by the Indian
concern or entity to a foreign entity is deducted at 5% tax at source and disbursed in terms of rupees.

INDIRECT TAXES
Benefits to the Issuer

The Issuer is exempted from provisions of goods and service tax only on municipal services. There are no
special tax benefits on the issuance of municipal bonds.

Benefits to the Debenture holder(s)
No special indirect tax benefits are available on issue of municipal bonds to the investors.

No assurance is given that the revenue authorities/ courts will concur with the views expressed herein. Our
views are based on the existing provisions of law and its interpretation, which are subject to changes from
time to time. We do not assume responsibility to update the views consequent to such changes. We shall
not be liable to any claims, liabilities or expenses relating to this assignment except to the extent of fees
relating to this assignment, as finally judicially determined to have resulted primarily from bad faith or
intentional misconduct. We will not be liable to any other person in respect of this statement.
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ISSUE SPECIFIC INFORMATION
Issuefinstrument specific regulations - relevant details (Relevant Act, RBI guidelines, etc.).

The Issue of the Debentures shall be in conformity with the applicable provisions of the SEBI Debt Listing
Regulations.

The detailed rating rationale (s) adopted (not older than one year on the date of opening of the issue)/ credit
rating letter issued (not older than one month on the date of opening of the issue) by the rating agencies
shall be disclosed. Names of all the credit rating agencies from which credit rating including unaccepted
rating has been obtained.

The Debentures proposed to be issued by the Issuer have been rated by India Ratings and BWR. India
Ratings has vide its letter dated February 12, 2020 as revalidated vide its letter dated March 5, 2020
assigned a rating of ‘Provisional IND AA/ Stable’ in respect of the Debentures and has issued a rating
rationale dated February 12, 2020. BWR has vide its letter dated January 31, 2020 as revalidated vide its
letter dated March 4, 2020 assigned a rating of ‘Provisional BWR AA (CE)/ Stable’ (pronounced ‘Provisional
BWR Double A (Credit Enhancement)’) in respect of the Debentures and has issued a rating rationale dated
February 5, 2020. Please refer to Annexure Il of this Preliminary Placement Memorandum for the letters
dated February 12, 2020 from India Ratings and the letters dated January 31, 2020 and February 5, 2020
from BWR assigning the credit rating abovementioned and the rating rationale adopted by the Rating
Agencies for the aforesaid credit rating.

Credit Enhancement Mechanisms if any, with complete details, if any:

Please refer to the row titled ‘Structured Payment Mechanism’ under paragraph 5.3 (Summary of Term
Sheet) of Section 5 (Term Sheet) on page 80 of this Preliminary Placement Memorandum.

Names of all the recognised stock exchanges where the debt securities are proposed to be listed clearly
indicating the designated stock exchange:

The Debentures are proposed to be listed on the WDM segment of the BSE. The Issuer shall comply with
the requirements of the listing agreement for debt securities to the extent applicable to it on a continuous
basis. The in-principle approval of the BSE will be obtained in this regard.

Additional interest to be paid, above the Coupon Rate, in case of default in payment of Interest and/or
principal redemption on the due dates:

Please refer to the row titled ‘Default Interest’ under paragraph 5.3 (Summary of Term Sheet) of Section 5
(Term Sheet) on page 87 of this Preliminary Placement Memorandum.

Penal interest payable by the Municipal Corporation in case of delay in listing of debt securities from the
Deemed Date of Allotment:

Please refer to paragraph 2 of the row titled ‘Condition Subsequent to Disbursement’ under paragraph 5.3
(Summary of Term Sheet) of Section 5 (Term Sheet) on page 87 in this Preliminary Placement
Memorandum.

DRR/such other reserve creation - relevant regulations and applicability:

Not applicable.

Application process:

Please refer to Section 6.2 (Application Process) on page 90 of this Preliminary Placement Memorandum.

Procedure for deciding and adjusting payment dates (in response to days when payment cannot be made
due to any reason such as sudden bank holiday:
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Please refer to the row titled ‘Business Day Convention’ under paragraph 5.3 (Summary of Term Sheet) of
Section 5 (Term Sheet) on page 78 of this Preliminary Placement Memorandum.

‘Terms of payments’ and procedure and time schedule for allotment and issue certificates/demat credit

For the terms of payment, please refer to paragraph 6.2(0) (Mode of Payment) of Section 6 (Other
Information and Application Process) on page 95 of this Preliminary Placement Memorandum.

For the time schedule for allotment and issue of certificates/ demat credit, please refer to paragraph 6.2(q)
(Letters of Allotment) of Section 6 (Other Information and Application Process) on page 95 of this Preliminary
Placement Memorandum.

How to apply, availability of application forms and letter of offer and mode of payment.

Please refer to paragraph 6.2 (Application Process) of Section 6 (Other Information and Application
Process) on page 90 of this Preliminary Placement Memorandum for the application process. For the mode
of payment, please refer to paragraph 6.2(o) (Mode of Payment) of Section 6 (Other Information and
Application Process) on page 95 of this Preliminary Placement Memorandum.

Change in terms and conditions of municipal debt securities issued in past 5 years (i.e. change in coupon,
maturity, call/put option etc.)

Not applicable.

Procedure and time schedule for allotment and issue of municipal debt securities

Please refer to Section 6.2 (Application Process) on page 90 of this Preliminary Placement Memorandum.
Details of escrow payment mechanism for the repayment of the interest/principal

Please refer to the row titled ‘Structured Payment Mechanism’ under paragraph 5.3 (Summary of Term
Sheet) of Section 5 (Term Sheet) on page 80 of this Preliminary Placement Memorandum.
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1.

FINANCIAL INFORMATION

Following details as per the financial statements for past 3 years in tabular format:

Abridged Balance Sheet, Income and Expenditure and Receipts and Payments Accounts for the last three
years with major heads:

To,

EXAMINATION REPORT ON FINANCIAL INFORMATION

Lucknow Municipal Corporation,
Nagar Nigam,

Lalbagh,
1, Trilok

Nath Road,

Lucknow — 226001Dear Sirs,

1.

We have examined the Financial Information comprising the Abridged Balance Sheet, Income and
Expenditure Statements and Cash Flow Statements for the year ended March 31, 2019, March
31, 2018 and March 31, 2017 (collectively, the “Financial Information”) of Lucknow Municipal
Corporation (the “Issuer”) annexed to this report for the purpose of inclusion in the Preliminary
Placement Memorandum and the Placement Memorandum to be filed by the Issuer with the
Securities and Exchange Board of India (“SEBI") and the stock exchange where the Debentures
are proposed to be listed (“Stock Exchange”) for private placement by the Issuer of up to 1,000
(One Thousand) rated listed secured redeemable non-convertible bonds in the nature of
debentures of the face value of Rs. 10,00,000/- (Rupees Ten Lakh only) each, for cash,
aggregating up to Rs. 100,00,00,000/- (Rupees One Hundred Crore only) with a green-shoe option
of up to 1,000 (One Thousand) rated listed secured redeemable non-convertible bonds in the
nature of debentures of the face value of Rs. 10,00,000/- (Rupees Ten Lakh only) each, for cash,
aggregating up to Rs. 100,00,00,000/- (Rupees One Hundred Crore only) comprising of separately
transferable redeemable principal parts (‘Debentures”) (the “Issue”).

The Financial Information has been prepared by the Management of the Issuer in connection with
its proposed Issue prepared in terms of the requirements of the proposed Issue and prepared in
terms of the requirement of:

a) Securities and Exchange Board of India (Issue and Listing of Municipal Debt Securities)
Regulations, 2015, as amended from time to time (‘Regulations”);

b) The National Municipal Account Manual;

c) The Uttar Pradesh Municipal Corporations Act, 1959 (“Act”) and the rules framed thereunder;

d) The guidance notes issued from time to time by the Institute of Chartered Accountants of India
(“ICAI"), as amended from time to time (the “Guidance Notes”).

The Financial Information have been sourced from the audited financial statements of the Issuer
audited by us pursuant to the Auditor's Reports issued by us dated December 20, 2019, December
18, 2018 and November 05, 2018 on the financial statements of the Issuer as on and for the
financial years ended March 31, 2019, March 31, 2018 and March 31, 2017.

Management Responsibility

The management of the Issuer is responsible for the preparation of the financial statements that
gives a true and fair view of the financial position and financial performance of the Lucknow
Municipal Corporation. This responsibility includes the design, implementation and maintenance of
the internal control relevant to the preparation and presentations of the financial statements that
gives a true and fair view and are free from material misstatements, whether due to fraud or error.

Auditors Responsibility

2.

We have examined such Financial Information taking into consideration:
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Opinion

a) The terms of reference and terms of our engagement agreed upon with you in accordance
with our engagement letter dated February 27, 2020 in connection with the proposed Issue
of the Debentures of the Issuer;

b) The Guidance Notes. we are required to comply with the ethical requirements of the Code
of Ethics issued by the ICAI;

c) Concepts of test checks and materiality to obtain reasonable assurance based on
verification of evidence supporting the Financial Information; and

d) Our work was performed solely to assist you in meeting your responsibilities in relation to
your compliance with the Act, the Regulations and the Guidance Notes in connection with
the proposed Issue of Debentures.

Based on our examination and according to the above-mentioned regulations of National
Municipal Accounts Manual and the Regulations, we report that:

The Financial Information comprising the Abridged Balance Sheet, the Income and Expenditure
Statements and Cash Flow Statements for the financial years ended March 31, 2019, March 31,
2018 and March 31, 2017 (collectively, the “Financial Information”) is accurately extracted from
the audited financial statements of the corporation for the financial years ended March 31, 2019,
March 31, 2018 and March 31, 2017.

This report should not in any way be construed as a reissuance or re-dating of any of the previous
audit reports issued by us, nor should this report be construed as a new opinion on any of the
financial statements referred to herein.

We have no responsibility to update our report for events and circumstances occurring after the
date of the report.

Our report is intended solely for use of the purpose set out in first paragraph and in connection
with the proposed issue of Debentures. Our report should not be used, referred to, or distributed
for any other purpose except with our prior consent in writing. We hereby provide our consent for
sharing of our report with SEBI, the stock exchanges or any other statutory/ regulatory authority,
as may be required.

For HABIBULLAH & COMPANY
Chartered Accountants
(Firm’s Registration No. 1087C)

CA K.K. Lalchandani

Partner

(Membership No. 074788)

UDIN:

Place: Lucknow
Date: March 6, 2020
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Abridged Balance Sheet (Rs. In Crores)
Financial Year
Particulars 2016-17 2017-18 2018-19
Audited Audited Audited
LIABILITIES
Municipal (General) Fund
General Fund 2,618.73 2,674.62 2,721.81
Earmarked Funds - -
Reserves - -
Total 2,618.73 2,674.62 2,721.81
Grants, Contributions for specific purposes 1,469.97 1,456.95 1,472.60
Loans
Secured Loans - -
Unsecured Loans 621.17 629.68 625.24
Total Loans 621.17 629.68 625.24
Current Liabilities and Provisions
Deposits Received 15.17 19.85 18.01
Deposit works 91.94 79.96 128.73
Other Liabilities (Sundry Creditors) 736.99 798.68 684.15
Provisions - -
Total Current Liabilities and Provisions 844.09 898.49 830.89
TOTAL LIABILITIES 5,553.97 5,659.73 5,650.54
ASSETS
Fixed Assets
Gross Block 2,942.30 3,010.57 2,955.54
Less: Accumulated Depreciation 103.72 110.53 109.64
Net Block 2,838.58 2,900.04 2,845.90
Capital Work-in-Progress 16.10 26.46 5.16
Total Fixed Assets 2,854.68 2,926.50 2,851.06
Investments -
Investment — General Fund 18.54 15.14 12.33
Investments — Other Funds - -
Total Investments 18.54 15.14 12.33
Current Assets, Loans and Advances - -
Stock in Hand (Inventories) 3.13 34.67 35.88
Sundry Debtors (Receivables) 566.38 607.01 625.83
Prepaid Expenses 0.25 - 0.09
Cash and Bank Balances 582.30 500.22 546.68
Loans, advances and deposits 1,528.68 1,576.20 1,578.68
Less: Accumulated provision against Loans Net Amount
outstanding - -

Page 50 of 225




Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

Total Current Assets, Loans & Advances 2,680.74 2,718.09 2,787.16

Other Assets - - -

Miscellaneous Expenditure (to the extent not written off) - - -

TOTAL ASSETS 5,553.97 5,659.73 5,650.54
Income and Expenditure Statement (Rs. In Crores)

Major Head of Accounts Financial Year
Particulars 2016-17 2017-18 2018-19

Audited Audited Audited
Tax Revenue 286.96 271.99 273.79
Assigned Revenues & Compensation 75.37 75.55 24.88
Rental Income from Municipal Properties 9.42 4.89 2.31
Fees & User Charges 37.71 4263 46.18
Sale & Hire Charges 2.59 2.34 3.67
Revenue Grants, Contributions & Subsidies

584.85 541.46 570.05
Income from Investments 1.87 0.91 1.65
Interest Earned 6.65 10.27 33.17
Other Income 0.27 1.05 0.48
A-Total - INCOME 1,005.69 951.10 956.19
Establishment Expenses 305.50 331.91 356.92
Administrative Expenses 14.87 23.31 31.46
Operations & Maintenance 522.51 430.86 371.77
Interest & Finance Expenses 0.03 0.05 0.02
Programme Expenses 117 0.60 0.96
Revenue Grants, Contributions & subsidies

- - 15.04
Provisions & Write off-Property Tax 27.06 27.38 14 .45

Miscellaneous Expenses - -

Depreciation 103.72 110.53 109.64

Bond Interest R R

Consumption of Stock - -

B-Total - EXPENDITURE 974.86 924.64 900.27

(A-B) Gross surplus/ (deficit) of income over
expenditure before Prior Period Items
30.83 26.46 55.92

Add: Prior period Items (Net) (0.01) (0.01)
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30.82 26.45 55.92
Net balance being surplus/ deficit carried over to
Municipal Fund 30.82 26.45 55.92
Cash Flow Statement (Rs. In Crores)

Financial Year
Particulars 2016-17 2017-18 2018-19
Audited Audited Audited

Cash flows from
Operating Activities: (A)
Gross surplus/ (deficit)
over expenditure 30.82 26.45 55.92
Add:
Depreciation 103.72 110.53 109.64
Interest & finance expenses 0.03 0.05 0.02
Less:
Investment income 1.87) (0.91) (1.65)
Interest income received (6.65) (10.27) (33.17)
Adjusted income over expenditure before effecting
changes in current assets and current liabilities and extra- | 126.05 125.85 130.76
ordinary items.
Changes in current assets and current liabilities
(Increase)/decrease in Sundry debtors (38.36) (40.62) (18.82)
(Increase)/decrease in Stock in Hand 5.11 (31.54) (1.21)
(Increase)/decrease in Prepaid Expenses (0.10) 0.25 (0.09)
(Increase)/decrease in other current assets - -
(Decrease)/increase in Deposits received 9.07 4.68 (1.84)
(Decrease)/increase in Deposits Work (159.47) (11.98) 48.77
(Decrease)/increase in other current liabilities (121.85) 61.69 (114.53)
(Decrease)/increase in Provisions - -
Net cash generated from/(used in) operating activities
(A) (179.55) 108.33 43.03
B. Cash flows from Investing Activities
(Purchase) of fixed assets &
CWIP (165.91) (182.35) (34.19)
Increase/ (Decrease) in Municipal Fund 151.89 29.44 (8.72)
Increase/ (Decrease) in Special Funds/Grants 65.96 (13.02) 15.65
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Increase/ (Decrease) in Earmarked Funds - -

Sale/ (Purchase) of Investments 0.92 3.40 2.81
Add:

Investment income received 1.87 0.91 1.65
Interest income received 6.65 10.27 33.17
Net cash generated from/ (used in) investing activities

(B) 61.38 (151.35) 10.37
C. Cash flows from Financing Activities

Add:

Loans from Banks/Others Received (Unsecured &
Secured) 46.00 8.50 4.90

Transfer to Reserve - -

Loan Recovered from Employees - -

Less:
Deposits Made (66.59) (47.52) (2.48)
Repayment of Loan (Unsecured & Secured) - - (9.34)

Loans & Advances to Employees - -

Loans & Advances to Others - -

Interest & Finance Expenses (0.03) (0.05) (0.02)
Net cash generated from/(used in) financing activities

(9] (20.62) (39.06) (6.94)
Net increase/ (decrease) in cash and cash equivalents

(A+B+C) (138.79) (82.09) 46.46
Cash and cash equivalents

at beginning of the period 721.09 582.30 500.22
Cash and cash equivalents

at end of the period 582.30 500.22 546.68

Cash and cash equivalent at the end of the year comprises
of the following account balances at the end of the year:

Cash balances - -

Bank balances 582.30 500.22 546.68

Link to the web page where the entire financials of the Issuer can be accessed:
The Audited Financial Statements can be accessed at http:/Imc.up.nic.in/lekhavibhag.aspx

Copy of budget documents for last 3 (Three) years containing actual financial performance and/or revised
estimates along with the details of related party transactions:

Set out below is a summary of the financial budget of the Issuer as set out in the rating rationale dated
February 12, 2020 issued by India Ratings:

Particulars FY 18 FY 19 (Revised Estimate)
Revenue income (Rs. in Crore) 5,85.445 11,41.150
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Particulars FY 18 FY 19 (Revised Estimate)
Revenue expenditure (Rs. in | 6,24.509 11,01.771
Crore)
Revenue balance (Rs. in Crore) | -39.064 39.38
Ratios
Capital expenditure/total | 52.52% 41.76%
expenditure (%)
Revenue  expenditure/revenue | 106.7% 96.55%
income (%)

Please refer to Annexure IV hereto for the detailed budget for the last three Financial Years.

Financial Parameters:

(Rs. In Crores)

Financial Year
Key Financial Figures 2016-2017 2017-2018 2018-2019
Audited Audited Audited
Revenue Income 1,005.69 951.10 956.19
Revenue* expenditure  (Excl. 974.83 924 59 900.25
Interest)
Operating revenue Surplus 30.86 26.51 95.94
Interest expense 0.03 0.05 0.02
Principal repayment (outside sinking | i
Fund)
Contribution to Sinking fund - -
Revenue Surp|us** 30.83 26.46 55.92
Capital Income 176.57 330.03 28.27
Capital Expense 165.91 182.35 34.19
Capital Surplus 10.66 147.68 (5.92)
OQverall Surp|us*** 41.49 174.14 50.00
Deposits and Advances (net)**** 1,528.68 1,576.20 1,578.68
Initial Cash/Bank balance 721.09 582.30 500.22
Change in Cash/Bank balance (138.79) (82.08) 46.46
Final Cash / Bank Balance 582.30 500.22 546.67
Loan repayment from sinking fund | - -
Initial Sinking fund Balance - -
Change in sinking fund - -
Final sinking fund balance - -
Total Debt 621.17 629.68 625.24
Total Expenditure 1,140.78 1106.99 934.46
Total Revenue 1,182.26 1,281.13 984.46
Ratio of Total Expenditure/Total
Revenue 96.49% 86.41% 94.92%
Cash Surplus / Total Revenue**** | 14.57% 24.36% 17.68%
Ratio of Debt Service / Total
Revenug****** 0.00% 0.00% 0.00%
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*includes depreciation

**Gross surplus before making transfer to reserve funds

***before making transfer to reserve funds

**** oans, Advances and Deposits given by the Issuer

*****Cash Surplus {During the year} = (Overall Surplus + Depreciation + Provision write off)
***¥**(Interest expense + Principal repayment)/Total revenue. The interest free unsecured loan granted by GoUP, details of which are set out in paragraph
7(V)(c) (Details of Unsecured Loan Facilities) of Section 4 (Regulatory Disclsoures) on page 60 of this Preliminary Placement Memorandum, have not
been considered in arriving at this ratio as the Issuer has no repayment obligations in respect of such loan and GoUP may in its discretion deduct such
amounts from any further grants which may be provided by GoUP.

Details of top 5 revenue sources for last 3 (Three) years

Details of the top 5 revenue sources for Financial Year 2017-2018 and Financial Year 2018-2019

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

Revenue Receipt Type Actual (Rs. In Crores) Actual (Rs. In
Crores)
Financial Year 2017- Financial Year 2018-
2018 2019
Revenue Grants, Contribution and | 541.46 570.05
subsidies
Tax Revenue 271.99 273.79
Fees & User Charges 42.63 46.18
Interest earned 10.27 33.17
Assigned Revenues and | 75.55 24.88
Compensation
Details of the top 5 revenue sources for Financial Year 2016-2017
Revenue Receipt Type
Actual
Financial Year 2016-2017 (Rs. In Crores)
Revenue Grants, Contribution | 584.85
and subsidies
Tax Revenue 286.96
Fees & User Charges 37.71
Rental Income from Municipal | 9.42
Properties
Assigned Revenues and | 75.37
Compensation
M. Details of Property tax collection
(Rs. In Crores)
Particulars Demand Raised Collection Overall Current
Collectio | Collection
Arrears | Current | Total | Arrears | Current | Total QiU RELE
2018-2019 | 604.92 | 291.01 | 895.9 | 84.48 17129 | 255.7 | 28.55% 58.86%
3 7
2017-2018 | 565.53 | 267.83 | 833.3 | 75.78 12527 | 201.0 | 24.13% 46.77%
6 5
2016-2017 | 526.60 | 277.55 | 804.1 93.33 11822 | 2115 | 26.31% 42.60%
5 5
Note:

(1) The time bound rebate up to 10% (Ten percent) and electricity bill adjustment in current year
demand are included in the current collections.

(2)  The current year demand includes the demand of property tax of earlier years for the newly
established/ identified properties which were not taxed in earlier years.
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Status of reforms with respect to e-governance, cost recovery on water supply and solid waste management
(SWM), property tax, double entry accounting and others, as specified by the central government and
authorities concerned

(a)

Steps taken by the Issuer for implementation of E-governance under AMRUT:

. The Issuer has embedded the digital payment regime with the revenue collection system
including property tax, rent of properties, license fee, advertisement charges and other
miscellaneous taxes being collected online;

o 77 (Seventy Seven) e-suvidha centre of the Issuer have been set-up by the Issuer to
collect taxes online. The data center at the Issuer head office is linked with servers at the
State Data Center (SWAN) and the local area network of all the zonal offices of the Issuer
and Jalkal Vibhag.

. Collection of water and sewerage taxes and charges are effected online by the Jalkal
Vibhag.
. The Issuer’s online public grievance redressal platform and the integrated e-tender

system is operational online.
Solid Waste Management

. Lucknow waste generation is processed at the processing, treatment and sanitary
landfill site facilities established at village Shivri and Palenda;

. Further, the extent of cost recovery of the Issuer related to the solid waste management
services in the Financial Year 2018-2019 is at 87.62% (Eighty Seven decimal point Six
Two percent).

Double Entry Accounting System

The following steps have been implemented towards double entry accounting system by way of
improvements in the back-office system:

. The National Municipal Accounting Manual has been followed by the Issuer to provide
adequate civic services on a timely basis to its citizens, with a view to providing better
financial management, improved governance, accountability and transparency of
management;

. Zone-wise bank collection accounts of property tax and other charges has been
maintained to regulate and oversee proper and systematic collection of taxes and
charges so as to reduce the revenue leakage of the department;

. Monthly bank reconciliation is prepared for more accuracy and efficiency as against
annual bank reconciliation made earlier which involved several drawbacks;

o Recording, classifying and summarising transactions on day-to-day basis to ensure
timely preparation of financial information and reports for efficient analysis and
decisions.

Reforms and Studies to Improve Property Tax Revenues

The Issuer is allowed to levy property tax under the Act. Property tax is the source of own revenue
for the Issuer and it is an important revenue income source comprising about 97% (Ninety Seven
per cent) of the tax revenues received by the Issuer in the Financial Year 2018-19. Property tax
comprises of the following taxes being imposed:
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Section  of | Definition Imposed | Taxes Present
the Act by Slab Tax Rates
172 Taxes to be imposed under this 22%-32% of annual value
Act -
(1) (a) Property Taxes.-
173 Property Taxes leviable -
(a) A general tax which may be levied, | Issuer 10%-15% | 15%
if the Corporation so determines,
on a graduated scale;
(b) Water Tax (leviable in areas | Jalkal 7.5%- 12.5%
where water is supplied by the | Vibhag 12.5%
Corporation);
(c) Drainage Tax leviable in areas | Jalkal 2.5%-5% | 3%
provided with sewer system by the | Vibhag
Corporation;

The annual value is enumerated on the basis of the monthly rental rate notified by the Issuer from
time to time, the latest revision of which shall impact the overall demand and collection of the
property tax, water tax and sewerage tax in a large way from the Financial Year 2020-2021.

The Issuer pioneered the property tax reforms and undertook computerisation of property tax
administration and centralised operations of a dedicated software and data base in the year 2002.

Details of work done by the Issuer to increase property tax

1. To increase transparency in property tax assessment and facilitate online payment to
general public, with the introduction of new software managed by National Informatics
Centre (NIC), an online house tax collection facility has been made available to the public.

2. All the data related to property taxes has been made online through the said software and
citizens can get information about the owner of the house and the receipt of the house tax
can be obtained from the same;

3. With the facility of online tax assessment, information can be obtained by the general
public about the taxation of the buildings located around them with the facility to register
complaints in case of incompatibility, thereby increasing the transparency in the online
house tax assessment;

4, Introduction of cashless payment options- Subsequent to the introduction of
computerisation of collection of payments with provision of online software, the Issuer has
taken continuous steps for increasing the modes of cashless and online payment options
for tax collection. The facility of payment of house tax through debit cards/credit cards and
internet banking has made making payment convenient from any place/any time to the
general public. Additionally, payment of the house tax also has been provided through
point-of-sale (“POS”) machine at the centers run by the Issuer and at different public utility
centers like e-Suvidha centers. POS facility is also provided at Lucknow Metro Station to
facilitate passengers to use “GoSmart” Card to make payment for property tax at metro
ticket counters;

5. Hand-held machine integrated with online software have been made available to all the
inspectors for effective supervision and for payment facility of house tax. This enables an
option for general public to pay taxes at their doorstep;

6. With the efforts made by the Issuer, the recovery from house tax has increased from Rs.
201,05,43,356.55* (Rupees Two Hundred and One Crores Five Lakhs Forty Three
Thousand Three Hundred and Fifty Six decimal point Five Five) in Financial Year 2017-
2018 to Rs. 255,76,76,135.54* (Rupees Two Hundred and Fifty Five Crores Seventy Six
Lakhs Seventy Six Thousand One Hundred Thousand and Thirty Five decimal point Five
Four) in Financial Year 2018-2019;
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10.

1.

*For further details please refer to the details of property tax collection in paragraph 7(Ill) (Details of Property tax collection) of
Section 4 (Regulatory Disclosures) on page 55 of this Preliminary Placement Memorandum.

The reforms have also led to improvement in current collection efficiency from 46.77%*
(Forty Six decimal point Seven Seven percent) in Financial Year 2017-2018 to 58.86%*
(Fifty Eight decimal point Eight Six percent) in Financial Year 2018-2019;

*For further details please refer to the details of property tax collection in paragraph 7(Ill) (Details of Property tax collection) of
Section 4 (Regulatory Disclosures) on page 55 of this Preliminary Placement Memorandum

Facilitation of application and fee for mutation provided by internet through online software;

Implementation of online house tax collection and tax assessment software has led to
effective control over recovery and review for the house tax. The Issuer has also rolled out
one-time settlement schemes in the past which have helped in recovery from the large
arrears;

Real time information is available on the home page of the Issuer's tax website with
pictorial image of the residential, non-residential tax assessment and the collection which
helps in reviewing tax assessment and collection on real time basis;

Geographic information system based map survey of properties through assigning unique
identification number to each property and developing property information system has
resulted further revision and coverage of properties leading to positive impacts on property
tax.

Promotional Services to facilitate the taxpayers

1.

Incentives for early payment: The Issuer has provided general discount on early
payment of house tax. i.e. 10% (Ten percent) in the months of April to July and 5% (Five
percent) in the months of August to December in every Financial Year.

Incentives to promote environmental causes: Incentive to the owners or occupiers of
non-residential buildings may be provided rebate by the Issuer by way of 2% (Two
percent) in the annual value of the building or land as the case may be in the following
cases:

(@)  Building in which the system of rain water harvesting or ground water recharging
is installed and operational provided; or

(b) atleast 40% (Forty percent) of the area is covered by the plantation and greenery;
or

(c) proper and adequate parking lots are available; or
(d) if engaged in trade of manufacture or any activity which causes pollution, but

effective anti pollution measures have been adopted, shall be provided incentive
to each by giving tax concession on house tax.

Above rebates is granted on year to year basis after verifying the existence and proper up-keep
of the facilities and measures mentioned above. Further annual value shall be increased by 2%
(Two percent) if the building does not provide for above measures.

Digital facilities for tax payers:

In addition to the above reforms adopted for increasing house tax collections, following additional
facilities are provided to facilitate the tax payers:

1.

2.

short messaging service alert for taxes due;

E-bill on mobile having link to pay online.
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3. Payment facility at all branches of ICICI Bank Limited and, HDFC Bank Limited;
4, Property tax payment facility through Unified Payment Interface;
5. Property tax payment facility through ‘PAYTM’ mobile application.
Borrowings
(a) Details of borrowings of the Issuer, as on the latest quarter end:

The Issuer does not have any existing borrowing other than the unsecured interest-free loans granted by
the GoUP to the Issuer under various state government schemes. These loans do not have any fixed
repayment obligation on the Issuer and the same may only be deducted/ adjusted by the GoUP against the
further grants/transfers of funds made by GoUP to the Issuer. The amounts outstanding in respect of such
interest free loans as on December 31, 2019 is Rs. 626,23,84,280 (Rupees Six Hundred and Twenty Six
Crores Twenty Three Lakhs Eighty Four Thousand Two Hundred and Eighty). For details, please refer to
paragraph 7(V)(c) (Details of Unsecured Loan Facilities) of Section 4 (Regulatory Disclosures) on page 59
of this Preliminary Placement Memorandum.

Details of Secured Loan Facilities:

Nil.

Details of Unsecured Loan Facilities:

The details of unsecured loans received from the GoUP under various state government schemes during
the last 3 (Three) Financial Years are given below:

Lender’'s Name | Type of Facility Amount Principal Repayment
Sanctioned Amount Date/ Schedule
Outstanding
GoUP Unsecured Rs. 12,50,00,000 | Rs. The repayment of
interest free loans | (Rupees Twelve | 626,23,84,280 these loans is in
granted under the | Crore Fifty Lakh) | (Rupees Six | 10 (Ten) equal
Naya Savera Hundred and | annual
Nagar Vikas Twenty Six Crores | instalments by
Yojana Twenty  Three | way of adjustment
Lakhs Eighty Four | against the further
GollP pnsecured Rs. 5’00’00’0.00 Thousand  Two | grants made by
interest free loans | (Rupees Five Hundred and | the GoUP.
granted under the | Crore) ;
Nava Savera Eighty) (Please
y , refer to the note
Nagar Vikas below)
Yojana
GoUP Unsecured Rs. 3,50,00,000
interest free loans | (Rupees  Three
granted under the | Crore Fifty Lakh)
Naya Savera
Nagar Vikas
Yojana
GoUP Unsecured Rs. 10,00,00,000
interest free loans | (Rupees Ten
granted under the | Crore)
Naya Savera
Nagar Vikas
Yojana
GoUP Unsecured Rs. 10,00,00,000
interest free loans | (Rupees Ten
granted under the | Crore)
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Principal
Amount
Outstanding

Repayment
Date/ Schedule

granted under the

Pandit Deen
Dayal Upadhyay
Nagar Vikas
Yojana

Lender's Name | Type of Facility Amount
Sanctioned

Naya Savera
Nagar Vikas
Yojana

GoUP Unsecured Rs. 5,00,00,000
interest free loans | (Rupees Five
granted under the | Crore)
Naya Savera
Nagar Vikas
Yojana

GoUP Unsecured Rs. 4,25,00,000
interest free loans | (Rupees  Four
granted under the | Crore Twenty Five
Pandit Deen | Lakh)
Dayal Upadhyay
Nagar Vikas
Yojana

GoUP Unsecured Rs. 4,25,00,000
interest free loans | (Rupees  Four
granted under the | Crore Twenty Five
Pandit Deen | Lakh)
Dayal Upadhyay
Nagar Vikas
Yojana

GoUP Unsecured Rs. 1,98,68,000
interest free loans | (Rupees One
granted under the | Crore Ninety Eight
Pandit Deen | Lakh and Sixty
Dayal Upadhyay | Eight Thousand)
Nagar Vikas
Yojana

GoUP Unsecured Rs. 1,98,68,000
interest free loans | (Rupees One
granted under the | Crore Ninety Eight
Pandit Deen | Lakh and Sixty
Dayal Upadhyay | Eight Thousand)
Nagar Vikas
Yojana

GoUP Unsecured Rs.93,46,000
interest free loans | (Rupees Ninety
granted under the | Three Lakh Forty
Pandit Deen | Six Thousand)
Dayal Upadhyay
Nagar Vikas
Yojana

GoUP Unsecured Rs. 99,56,500
interest free loans | (Rupees Ninety

Nine Lakh Fifty
Six Thousand and
Five Hundred)

Note: The total amounts outstanding in respect of all interest free unsecured loans granted by GoUP is Rs.
626,23,84,280 (Rupees Six Hundred and Twenty Six Crores Twenty Three Lakhs Eighty Four Thousand
Two Hundred and Eighty) as of December 31, 2019.
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(d)

VI.

VII.

Details of NCDs/Bonds:

Nil.

List of Top 10 (Ten) Debenture Holders (as on December 31, 2019):
Not Applicable

Details of Commercial Paper: The total Face Value of Commercial Papers Outstanding as on the latest
quarter end to be provided and its break up in following table:-

Nil.
Details of Rest of Borrowings:
Nil.

Details of any outstanding borrowings taken/ debt securities issued for consideration other than cash,
whether in whole or part, at a premium or discount, or in pursuance of an option:

Nil.
Sufficient revenue generation and resources for timely servicing and redemption

The Debentures are proposed to be serviced through a structured payment mechanism. Under the
structured payment mechanism, property tax and fees and user charges collected by and due to the Issuer
will be deposited every month (on a daily basis) into the Escrow Account. Please refer to the row titled
‘Structured Payment Mechanism’ under paragraph 5.3 (Summary of Term Sheet) of Section 5 (Term Sheet)
on page 80 of this Preliminary Placement Memorandum for details of the structured payment mechanism.

In order to ensure timely servicing and redemption, the Issuer shall establish 3 (Three) accounts solely for
the purpose of servicing the debt. The Debt Service Reserve Account shall be established with a deposit
such that at any point of time the Debt Service Reserve Account holds an amount equivalent to 4 (Four)
succeeding Coupon payments. The Interest Payment Account shall be opened where the Issuer shall
deposit an amount every month for payment of the Coupon. To ensure adequacy of funds for redemption of
the bonds, a Sinking Fund Account shall be opened where amounts shall be deposited for redemption of
the principal amounts of the Debentures. There is sufficient revenue generation/collection from property tax
and fees and user charges for timely servicing and redemption. The total collection from property tax and
fees and user charges during the last 3 (Three) Financial Years is approximately Rs. 280.63 Crores
(Financial Year 2018-2019), Rs. 230.44 Crores (Financial Years 2017-2018) and Rs. 242.17 Crores
(Financial Years 2016-2017).

Estimated Scenarios of Asset Liability Mis-matches, efforts intended to resolve the same:

As there is sufficient tax collection, there does not seem to be any scenario of asset liability mismatch. With
respect to the repayment of debt and revenue generation, the Debentures are to be paid from own revenues
(property tax and fees and user charges) of the Issuer. The current collections are sufficient to ensure the
redemption of the Debentures. The structured payment mechanism as provided in this Preliminary
Placement Memorandum shall ensure that the funds deposited over period will be sufficient to service the
Debentures. Further tax collections are estimated to remain sufficient; therefore we do not foresee any
scenario of Asset Liability mismatch in future as well. Further, any shortfall towards payments to be made
in respect of the Debentures will be transferred from the Infrastructure Development Fund by the GoUP, in
terms of the Transaction Documents.

Page 61 of 225



Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

8.

LEGAL AND OTHER INFORMATION

Pending litigations and material developments:

Pending Litigations involving the issuer/ its directors/ promoters/ subsidiaries*:

The Bond Issue Committee in its meeting held on March 6, 2020 has adopted a materiality threshold for
disclosure of litigation involving the Issuer and the members of the Bond Issue Committee which may have
an adverse impact on the position of the Issuer, the operations of the Issuer and the projects which are

being funded by the proceeds of the Debentures.

Save as disclosed herein below, there are no:

(i) Material criminal proceedings involving the Issuer or any of the members of the Bond Issue
Committee;
(ii) Material actions by any regulatory and statutory authorities against the Issuer or any of the

members of the Bond Issue Committee;

(iii) Material disciplinary action including penalty imposed by SEBI or stock exchanges against the
Issuer or any of the members of the Bond Issue Committee during the previous 5 (Five) Financial
Years including outstanding action;

(iv) other material pending litigation involving the Issuer or any of the members of the Bond Issue
Committee.

With respect to the claims related to direct and indirect taxes, please refer to paragraph 8(a)(iv) (Claims
related to direct and indirect taxes, in a consolidated manner, giving the number of cases and total amount)
of Section 4 (Regulatory Disclosures) on page 63 of this Preliminary Placement Memorandum wherein the
such details are set out in a consolidated manner.
(i) All criminal proceedings

Issuer:

Nil

Members of the Bond Issue Committee:

Nil
(ii) All actions by regulatory and statutory authorities
Issuer:

Based on the materiality threshold defined by the Bond Issue Committee, set out below are the
material actions by regulatory and statutory authorities with respect to the Issuer:

A. The Issuer has received a show cause notice dated December 30, 2019 from the Uttar
Pradesh Pollution Control Board in respect of violation of the Solid Waste Management
Rules, 2016 as a result of non-operation of the processing plant by M/s Eco Green
Private Limited in Shivery, Lucknow at its full capacity of 1200 (One Thousand and Two
Hundred) tons per day. The inspections conducted by the officials of the Uttar Pradesh
Pollution Control Board recorded that the water samples of the sludge and the air quality
at the processing plant were deficient in meeting the prescribed standards. The said
show cause notice further states that the environmental compensation to be paid by the
Issuer for default period of 107 (One Hundred and Seven) days from September 3, 2019
to December 18, 2019 as calculated by the Uttar Pradesh Pollution Control Board is Rs.
14,40,71,000 (Rupees Fourteen Crores Forty Lakhs and Seventy One Thousand) (in
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(ii)

terms of the report of the Central Pollution Control Board In-House Committee on
Methodology for Assessing Environmental Compensation and Action Plan to Utilise the
Fund). The Issuer has not filled any reply to the said show cause notice till date.

B. U.P. Solid Waste Management Monitoring Committee Lucknow, a body constituted by
National Green Tribunal, New Delhi to resolve and hear the issues relating to solid waste
management, water pollution and other related issues in Uttar Pradesh had proposed
an environmental compensation of Rs. 5,00,00,000 (Rupees Five Crores) with regard to
the non-compliance by the Issuer of the Solid Waste Management Rules, 2016.

Members of the Bond Issue Committee:

Nil

Disciplinary action including penalty imposed by SEBI or stock exchanges against the promoters
during the previous five financial years including outstanding action;

Issuer:
Nil

Members of the Bond Issue Committee:

Nil

Claims related to direct and indirect taxes, in a consolidated manner, giving the number of cases
and total amount

Issuer:
Sr. No. Particular Number of Amounts (Rs. In
Cases Crores)
Direct Tax
1. | Tax deduction at source default cases | 1 [ 7.41
Indirect Tax
2. | Service Tax cases [ 3 | Not quantifiable*

*The Issuer has contested the claims of the tax authorities.

Members of the Bond Issue Committee:

Nil

Other pending litigation - As per the policy of materiality defined by the Board of Directors of the
Issuer and disclosed in the offer document/placement memorandum.

Issuer:

Based on the materiality threshold defined by the Bond Issue Committee, set out below are the
other material litigation pending with respect to the Issuer:

A The Issuer has filed a writ petition before the Hon’ble High Court of Allahabad, Lucknow
Bench to quash proceedings of the sale of land leased out by the Issuer to Uptron Digital
Systems Limited (“Respondent”). The said land was leased out to the Respondent for
a period of 30 (Thirty) years towards payment of certain amounts by the Respondent to
the Issuer as premium. Further, the Respondent was also required to make payment of
a certain amount as rent per year to the Issuer in respect of the said land. The
Respondent had availed of loans from various financial institutes including IFCI Limited
and in this regard created an equitable mortgage over the said land to secure such
loans. The Issuer issued a non-objection certificate in this regard. The Respondent
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defaulted in making payments due in respect of such loans and as a result of the same,
IFCI Limited took possession of the said land and initiated the process for sale of the
said land under the provisions of the Securitisation and Reconstruction of Financial
Assets and Enforcement of Security Interest Act, 2002 without providing any notice to
the Issuer. The Issuer has filed the said writ petition for: (i) issuance of a writ of certiorari
for quashing the proceedings of the sale of the leased land; and (ii) a writ of mandamus
to stop confirmation of the sale of the said leased land on the grounds, inter alia, that
the Issuer was not informed by IFCI Limited of such enforcement action and that the
claim of IFCI Limited is barred by the period of limitation. The Hon’ble High Court has
completed hearing the matter and has reserved its order.

The Lucknow Omaxe City Residents Allottees Association and others (‘Resident
Association”) have filed a writ petition in the Hon’ble High Court of Allahabad, Lucknow
Bench against the action of the Issuer in connection with demolition of a part of the
boundary wall built around the Omaxe City (a township). The Issuer is building the
Aurangabad-Khalsa township and demolished part of the boundary wall of Omaxe City
for provision of an alternate approach from Omaxe City to the new township being
developed by the Issuer. The Hon’ble High Court has passed an order to maintain the
status quo and the proceeding is pending hearing and final disposal.

Ansal Housing and Corporation Limited (“Claimant”) has filed an arbitration case
against the Issuer to enforce an agreement dated November 16, 1993 between the
Claimant and the Issuer (“Ansal Agreement’) for the development of 70 (Seventy)
acres of land for the construction and development of residential premises. The Ansal
Agreement was entered into pursuant to the approval of a committee formed by the
Issuer. The constitution of such committee and delegation of powers thereto was held
to be illegal and in violation of the Act by the Hon'ble Supreme Court in the case of M.I.
Builders Private Limited v. State of Uttar Pradesh and Others. As a result thereof, the
Issuer cancelled the Ansal Agreement on the grounds that all such agreements which
were entered into pursuant to the approval of the said committee were illegal. A writ
petition bearing No.1133 (M/B) of 2002 filed by the Claimant against the Issuer before
the Hon’ble High Court of Allahabad was dismissed and the consequential special leave
petition filed by the Claimant before the Hon'ble Supreme Court was also dismissed.
The Claimant had thereafter initiated arbitration proceedings against the Issuer under
the Ansal Agreement. The Issuer has filed a detailed reply before the arbitrator
challenging the initiation of the arbitration proceedings as there was no arbitration
agreement between the Claimant and the Issuer because of the cancellation of the Ansal
Agreement. The Issuer has prayed before the arbitrator to pass an appropriate order
dismissing the entire arbitration proceeding as illegal and void. The proceeding is
pending hearing and final disposal.

One, Mr. Bharat Singh filed a civil suit against the Issuer in the year 2004 for declaration
of his rights over a disputed land which is shown as a pond in the revenue records on
the basis of an unregistered sale deed dated June 28, 1940. The learned Additional Civil
Judge (Senior Division) Lucknow passed a judgment and decree dated February 20,
2013 declaring the right over disputed land in favour of the plaintiff and issuing
permanent injunction restraining the Issuer from interfering with the disputed property.
Thereafter, the Issuer had filed an appeal before the Hon'ble High Court of Allahabad,
Lucknow Bench against the order of the learned Additional Civil Judge (Senior Division)
Lucknow, which was also decided against the Issuer. The Issuer has now filed a special
leave petition before the Supreme Court of India against the order of the Lucknow Bench
of the Hon'ble High Court of Allahabad. The proceeding is pending hearing and final
disposal.

The Issuer and Sahara India Commercial Corporation Limited (“Licensee”) entered into
a license agreement dated October 22, 1994 (“License Agreement’) for the
development of 170 (One Hundred and Seventy) acres of land including inter alia
residential buildings and commercial buildings. One of the conditions of the License
Agreement was that the Licensee can directly allot the plots/ houses after development
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of the said land and give possession to the allotees only after the lease deeds were
executed by the Issuer with the allotees of the Licensee. The Issuer did not execute
lease deeds in favour of 15 (Fifteen) allotees of the Licensee and therefore the Licensee
initiated an arbitration proceeding under the License Agreement against the Issuer. The
Issuer has filed an appeal against the impugned order of the arbitrator that has inter alia
held that the Issuer shall execute the lease deed in favour of the said 15 (Fifteen)
allotees of the Licensee.

F. Jyoti Envirotech Private Limited (“Petitioner”) had entered into a tripartite agreement
dated October 23, 2010 with the Issuer and Construction and Design Services, Lucknow
(‘“Agreement’). The Issuer terminated the Agreement and the Nagar Ayukt, Nagar
Nigam, Lucknow vide its order dated February 1, 2020 held that no termination payment
was required to be made under the Agreement as the termination of the contract was
done on occurrence of an event of default and within one year of the commercial
operation. The Petitioner filed a writ petition before the Hon’ble High Court of Allahabad,
Lucknow Bench, inter alia, seeking for the (a) quashing of the order dated February 1,
2020 passed by the Nagar Ayukt, Nagar Nigam, Lucknow and (b) payment by the Issuer
of the termination payment of an amount equal to 120% of the book value of the project
(being 104.20 Crore as per the Petitioner) to the Petitioner for termination of the
Agreement for designing, building and operating the waste management system where
municipal solid waste is to be collected and processed. The case is pending before the
Hon'ble High Court.

Members of the Bond Issue Committee:

Nil

* The Issuer is a municipal corporation and accordingly, does not have directors, promoters or subsidiaries.

(i) Outstanding dues to creditors

(i)

Based on the policy on materiality defined by the Board of Directors of the Issuer, details of
creditors which includes the consolidated number of creditors and the aggregate amount involved

Based on the materiality threshold as defined by the Bond Issue Committee, the creditors of the
Issuer in relation to civil works of the Issuer are being considered as material creditors. The details
of the same, as on January 31, 2020 are as follows:

No of Creditors related to civil work Total Consolidated Outstanding Amount (Rs. in

Crores)

264.94

(if)

(i)

(i)

Consolidated information on outstanding dues to micro, small and medium enterprises, separately
giving details of number of cases and amount involved,;

Not Applicable

Complete details about outstanding dues to material creditors along with the name and amount
involved for each such material creditor shall be disclosed, on the website of the company with a
web link thereto.

The list of material creditors i.e., creditors related to civil work as on January 31, 2020 can be
accessed on the following web links on the website of the Issuer at (i)
https://Imc.up.nic.in/Default4.aspx?id=1400; (i) https://Imc.up.nic.in/Default4.aspx?id=1399; and
(iii} https://imc.up.nic.in/Default4.aspx?id=1398.

If any of the above mentioned litigation, material developments or dues to creditors etc., arise after the filing

the draft offer document/ preliminary placement memorandum, the facts shall be appropriately incorporated
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in the offer document/placement memorandum. In case there are no such cases, a distinct negative
statement is required to be made in this regard in the offer document/ placement memorandum

Not applicable

Material developments since the date of the last balance sheet shall be incorporated separately in the offer
document or placement memorandum.

Set out below are the material developments since the date of the last balance sheet of the Issuer:

- The territory of the Municipal Corporation, Lucknow was expanded as per the notification bearing no.
2183/9-7-19-324(Lucknow)/2016 Lucknow dated December 5,2019 issued by the GoUP, Urban
Development Department by inclusion of the territories mentioned therein.

- Geographic information system mapping in various areas has been successfully completed.

Statement containing particulars of dates of, and parties to all material contracts and agreements: Provided
that a recognized stock exchange may call for such further particulars or documents as it deems appropriate

Based on the materiality threshold as defined by the Bond Issue Committee, the contracts and agreements
for the value exceeding Rs. 1,00,00,000 (Rupees One Crore) have been considered as material. Set out
below is the list of all material contracts and agreements as on January 31, 2020:

Date of the contract Cost of Contract

October 26, 2019

S.No. | Name of the counterparty

1 | M/s. Urvi Traders Rs. 170,00,000

2 | Mis. New P.K Enterprises | March 2,2019 Rs. 1,21,37,010

3 | M/s. Anand Enterprises February 28, 2019 Rs. 1,31,45,256

4 | Ms. Pratap Trading Co. February 02, 2019 Rs. 1,32,82,584

5 | M/s. Kumar Construction | January 25, 2020 Rs. 3,44,58 444

6 | Mis. Pal Builders August 26, 2019 Rs. 4,33,31,065

7 | Mis. Nangia Construction | August 26, 2019 Rs. 1,86,23,469
M/s. Suryansh Infra August 26, 2019

8 | Developers Pvt. Ltd. Rs. 4,73,13,852
M/s. Acme Pump & Power | August 30, 2019

9 | Projects Ltd Rs. 2,69,50,836

January 25, 2020
March 5, 2019
September 9, 2019
September 9, 2019
September 5, 2019
February 16, 2019
August 9, 2019
September 5, 2019
September 9, 2019
September 5, 2019
September 18, 2019

10 | M/s. Kumar Construction
11 | M/s. Jalaj Tripathi
12 | M/s. Kumar Construction

Rs. 4,14,08,063
Rs. 3,59,51,575
Rs. 4,88,40,499
Rs. 3,13,06,701
Rs. 1,88,26,460
Rs. 1,34,20,560
Rs. 3,26,61,056
Rs. 4,44,09,302
Rs. 5,30,07,347
Rs. 4,92,70,100

13 | M/s. Kumar Construction

14 | M/s. Kumar Construction
15 | M/s. Urvi Traders
16 | M/s. Kumar Construction

17 | M/s. Kumar Construction

18 | M/s. Kumar Construction

19 | M/s. Kumar Construction
M/s. Shakti Tar Products
20 | Contructions Div.

21 | Mis. Urvi Traders January 18, 2019
Ecogreen Energy Private | March 21, 2017*
Limited and Construction
23 | and Design Services

Rs. 3,38,81,477

Rs. 6,14,84,461
Rs. 8,07,29,716**

* The selectee agreement dated March 21, 2017 has been entered into by and between the Issuer, Ecogreen Energy Private Limited and Construction
and Design Services to substitute Jyoti Enviro Tech Private Limited with Ecogreen Energy Private Limited and to enable Ecogreen Energy Private Limited
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to carry out its functions under the concession agreement dated October 23, 2010 executed by and between the Issuer, Construction and Design Services
and Jyoti Enviro Tech Private Limited.

** This is the invoiced amount for the 3 (Three) month period ending in January, 2020. The fee is calculated on a monthly basis based on the services
provided to the Issuer.

Any material event/ development or change having implications on the financials/credit quality (e.g. any
material regulatory proceedings against the Issuer, resulting in material liabilities, restructuring event etc) at
the time of the issue which may affect the issue or the investor’s decision to invest/ continue to invest in the
municipal debt securities.

There is no material event or development which affects the investors' decisions to invest in these
Debentures.

Details of non-payment of statutory dues, if any.

In the Auditor’s report for Financial Year 2018-2019, signed by the Auditor on January 6, 2020, the Auditor
noted: "(1) Statutory liabilities of PF, Income Tax, Service Tax, G.S.T. Labour Cess and VAT have not been
timely deposited on due dates. There are large Liabilities outstanding, at year end against the same Further
Returns Filed for Trade Tax, Labour Cess could not be made available to us;”.

As of the date hereof, other than as set out hereinbelow, the Issuer does not have any outstanding payment
of statutory dues:

(a) The Issuer has received a notice dated March 24, 2015 under Section 226(3) of the Income Tax
Act, 1961 requiring the Issuer to make payment of an amount of Rs. 7,41,25,027 (Rupees Seven
Crore Forty One Lakh Twenty Five Thousand and Twenty Seven) which is the amounts of arrear
due to be paid to the government in respect of tax deducted at source. The said arrears have been
deducted by income tax department against the aforesaid demand and the Issuer is in the process
of rectification of such error and recovery of the same from income tax department.

(b) The income tax department raised a demand on the Issuer of an amount of Rs. 31,06,761 (Rupees
Thirty One Lakh Six Thousand Seven Hundred and Sixty One) on account of short deduction of
tax deduction at source. The Issuer has made payment of such amounts to the department along
with interest therein amounting to Rs. 1,16,76,719 (Rupees One Crore Sixteen Lakhs Seventy Six
Thousand Seven Hundred and Nineteen). However, since the demand on account of interest is
subject to variation due to corrections to be filed to adjust the demand on account of short
deduction of tax deduction at source, the same is not exactly quantifiable at present.

(¢ The Issuer has not made payment of the amounts required to be paid with respect to the provident
fund contribution for its employees of an amount of Rs. 6,60,74,243 (Rupees Six Crore Sixty Lakhs
Seventy Four Thousand Two Hundred and Forty Three) for the period commencing from
September, 2019 up to February, 2020.

Details of all default/s and/or delay in payments of interest and principal of any kind of term loans, debt
securities and other financial instrument issued by the Issuer, in the past 3 years.

Not Applicable.

GOVERNMENT APPROVALS

Investment approvals, letter of intent or industrial license from Gol, RBI, etc., as applicable and declaration
of the Central Government, Reserve Bank of India or any regulatory authority about the non-responsibility

for financial soundness or correctness of the statements

As the Issuer is a municipal corporation, no such investments approvals, letter of intent or industrial license
from Gol, RBI, etc. are required to be obtained by the Issuer.

All Government and other approvals which are material and necessary for carrying on the business and
operations of the issuer and material subsidiaries
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10.

There are no specific approvals which are material and necessary for carrying on the business of the Issuer.
The Issuer is a municipal corporation established vide the notification no. 41 Ma-PRA-II/XI-C-12: Corp-59
dated January 18, 1960 issued by the governor of GoUP under the provisions of the Act. However, the
Issuer is unable to obtain a copy of the said notification and accordingly a certificate from the principal
secretary, urban development department, GoUP has been obtained confirming that the Issuer is validly
constituted vide the notification no. 41 Ma-PRA-II/XI-C-12: Corp-59 dated January 18, 1960 and the same
is annexed hereto and marked as Annexure VI hereto.

The details of the approvals obtained/ required to be obtained by the Issuer for undertaking the Projects are
set outin paragraph 4(g) (Details and status of the regulatory approval(if required)) of Section IV (Regulatory
Disclosures) on page 40 of this Preliminary Placement Memorandum.

UNDERTAKING BY THE ISSUER
The following undertaking by the issuer shall be given:

(a) that it shall submit the documents disclosed in the offer document or placement memorandum to
the Debenture Trustee in electronic form (soft copy);

Please refer to declaration of the Municipal Commissioner on behalf of the Issuer under Section
7 (Declaration) on page 97 of this Preliminary Placement Memorandum.

(b) that the complaints received in respect of the issue shall be attended to by the issuer expeditiously
and satisfactorily;

Please refer to declaration of the Municipal Commissioner on behalf of the Issuer under Section
7 (Declaration) on page 97 of this Preliminary Placement Memorandum.

(¢ that all steps for completion of the necessary formalities for listing and commencement of trading
at all stock exchanges where the securities are to be listed are taken within the period specified
by SEBI;

Please refer to declaration of the Municipal Commissioner on behalf of the Issuer under Section
7 (Declaration) on page 97 of this Preliminary Placement Memorandum.

(d) Declaration signed by the Mayor and Commissioner of the concerned Municipal Body stating that
the offer document/placement memorandum contains true, fair and adequate information to
enable investors to make a well informed decision regarding their investment in the proposed
issue;

Please refer to declarations of the Municipal Commissioner of the Issuer under Section 7
(Declaration) on page 97 of this Preliminary Placement Memorandum.

(e) Declaration signed by the Director(s) of the Issuer, if it is a body corporate to which the Companies
Act, 2013 applies, stating that offer document/placement memorandum contains true, fair and
adequate information to enable investors to make a well informed decision making regarding their
investment in the proposed issue:

Not applicable.

(f a statement to be given by the Board of the Issuer or Standing Committee thereof that all monies
received out of the issue shall be transferred to a separate bank account;

Please refer to declarations of the Municipal Commissioner on behalf of the Issuer under Section
7 on page 97 of this Preliminary Placement Memorandum.

(9) the details of all utilized and unutilised monies out of the monies collected in the previous issue
made by way of public offer shall be disclosed and continued to be disclosed in the balance sheet
till the time any part of the proceeds of such previous issue remains unutilized indicating the

Page 68 of 225



Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

purpose for which such monies have been utilized and the securities or other forms of financial
assets in which such unutilized monies have been invested:

Not applicable.
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5.1

SECTION5:  TERM SHEET
SUMMARY OF OFFER
Primary Business of the Issuer, in not more than 100 words.
The municipal administration of Lucknow city vests with the Issuer and is mainly responsible for the
administration of Lucknow city. In terms of the Act, the Issuer is required to make reasonable and adequate
provision, by any means or measures which it is lawfully competent to it to use or to take, for inter alia, the
naming or numbering of streets and public places, the watering, scavenging and cleansing of all public
streets and places in Lucknow city, lighting of public streets, markets and public buildings/ places and the
registration of vital statistics including births and deaths.

Size of the Issue

Up to Rs. 100,00,00,000 (Rupees One Hundred Crores) with a green shoe option to retain over subscription
of an amount of up to Rs. 100,00,00,000 (Rupees One Hundred Crores).

Objects of the Issue in a tabular format

The proceeds of the Issue are being earmarked for the following Projects by the Issuer:

Sr. Projects Project cost proposed to be funded
No. through the Issue (Rs. In Crores)
1. Jankipuram Water Supply Project 5.29
Aurangabad-Khalsa Residential Project 194.71

Audit qualifications along with the financial statements, if any

The audit qualifications set out in the auditor’s report for Financial Year 2016-2017, signed by the Auditor
on November 22, 2018 is set out below:

“1. Statutory liabilities of PF, Income Tax, Service Tax, Labour Cess and VAT have not been timely
deposited on due dates. Party-wise and year-wise details of such liabilities could not be
ascertained. Returns filed for Service Tax, VAT. Labour Cess could not be made available to us.

2. Property Tax is the major source of Revenue for Municipal Corporation. Management has made
a provision of 41% (Unrecovered amount for the year) based on working provided by Property Tax
department after reconciliation on current data i.e. for the FY 2018-19.

3. Ten bank accounts are showing negative balances due to excess cheque issued or due to Non
Reconciliation thereof. It has also been observed that out of 98 Bank Accounts, 90 Bank Accounts
have been reconciled for the year, and 8 Bank Accounts could not be reconciled. Even rectification
entries for Amounts Outstanding in Bank Reconciliation Statements for current year as well as
previous years prepared have not been incorporated in the Financial Statements.

4, Retirement benefits are accounted for on Cash Basis. There is no system of ascertaining the
liability on accrual basis at year end.

5. TDS is deducted on passing of J.V. and making Amounts due, but it is deposited at the time of
payment to Party, which is against the established Norms.

6. Reconciliation with Electricity Department regarding Street Light Electricity dues, amount adjusted

against SFC Grant and Property Tax is not proper, whereby an outstanding of Rs. 258.95 Crores
is reflected as payable to electricity department.

7. Annual Physical verification has not been carried out by the management for the Fixed Assets or
Inventory to arrive at its actual quantity.
8. Proper adjustment or Recovery of Advances is not undertaken in majority of the Advances. As on

31-03-2017, there is an amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam
(JNURRM), an amount of Rs. 209.73 Crores outstanding against G.M.U.P. Gomti Pradushan Unit
of Jal Nigam Rs. 44.43 Crores from Maha Prabahndak U.P. Jal Kal, besides several others which
are outstanding for adjustment for past several years pending adjustment on receipt of Utilisation
Certificate.
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9. There is an amount of Rs. 1708.28 Lakhs reflected as FDR- Provident Fund of Nagar Nigam.
During the course of Audit, it was informed that it pertains to P.F. Dues of Employees, alongwith
Balance in Nodal Account-P.F. held with Banks (Rs. 2159.91 Lakhs) which in our opinion is not

an Asset of the Corporation, and is wrongly reflected in the Financial Statements.”

Further observations of the auditor set out in the auditor’s report for Financial Year 2016-2017, signed by
the Auditor on November 22, 2018 is set out below:

10. The Nigam has incorporated land in this year of Rs. 12,88,01,38,435.00 (Rupees One Thousand
Two Hundred and Eighty Eight Crores One Lakh Thirty Eight Thousand Four Hundred and Thirty
Five decimal point Zero Zero) as per the valuation done by Tehsildar. It has been narrated that
this land was not included in the Fixed Assets and the land is undisputed i.e. there is no dispute
regarding ownership of this land. Accordingly to take the effect of the same Municipal General
Reserve Fund has been created.

11, It was also observed that still few of the accounts are showing negative balances. The list of those
accounts are:
Sr. No. Bank Name & Account No. Closing Balance (In Rs.)

11. Axis Bank — 88652 50,88,10.11

12. Axis Bank — 83049 25,81,339.82

13. Axis Bank — 83076 1,02,21,378.21

14. P.N.B. — 4678 1,62,667.76

15. P.N.B. — 4702 25,48,188.76

16. P.N.B. - 10872 16,25,183.00

17. SBI Kaisarbagh — 92259 2,13,33,588.00

18. S.B.l. Lalbagh — 25216 84,96,986.24

19. UBI India Nagar - 3857 1,19,362.65

20. UBI Indira Nagar - 1015 1,43,95,541.25

The reason for the negative balances was due to issuance of cheques in excess than available
balance in the bank. The negative balance in Union Bank of India and Punjab National Bank

JNNURM is old difference which is not reconciled;

12. Changes made in various heads:
We would also like to bring into your knowledge some of the major changes made in the Balance
Sheet compiled by us on the directions and under the supervision of statutory auditor. Changes

are listed point wise below to explain them clearly:

. An amount of Rs. 2,00,00,000 (Rupees Two Crores) was under the head Unsecured
Loans-331 in the Financial Year 2015-2016 and now an entry has been passed on April
1, 2016 and is transferred under the head Loans (Liability) in the Financial Year 2016-

2017.

. Grant received under the Scheme of Swach Bharat Mission (SBM) has been bifurcated

under the head Central Government & State Government. Expenses done under this

scheme has been booked from Central Government share only.

. Some of the grants have been transferred into Municipal General Fund as it was told
that the expenditure has been done in earlier years but was not debited to their
respective grants and hence in this year these are transferred. Details is given below:

Sr. No. Detail of Grant Amount

7. State Govt. Awasthapana Nidhi - 3202009 32,72,306.00

8. State Govt. Gomti pollution/URIF — 3202005 31,66,000.00

9. State Govt. Livelihood — 3202003 9,42,000.00

10. State Govt. Natural Disaster — 3202004 1,78,15,000.00
11. Civil Work Deposit From LDA — 3411001 149,37,10,621.00
12. Total 151,89,05,927.00

13. Contingent Liabilities
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. It has been informed to us that many cases are pending in Hon’ble High Court and
various other lower courts which are still not concluded whose outcome of which is
remote and not ascertainable at this point of time.

. An amount of Rs. 7,41,25,027 (Rupees Seven Crores Forty One Lakh Twenty Five
Thousand and Twenty Seven) is deducted by the Income Tax Department against their
TDS Demand of previous years regarding short deduction, wrong pan numbers, interest
etc. the amount has been deducted from IDBI Bank, Bank of India, Union Bank of India,
Axis Bank and Bank of Baroda. The Corporation is doing rectification of such errors and
is pursuing this with the Income Tax Department. The same has been shown as Deposit
with income Tax Department under the head Loans, Advances & Deposits code in
Assets Side.”

The audit qualifications set out in the auditor’s report for Financial Year 2017-2018, signed by the auditor
on December 18, 2018 is set out below:

u1'

10.

11.

12.

13.

14.

Statutory liabilities of PF, Income Tax, Service Tax, Labour Cess and VAT have not been timely
deposited on due dates. Party-wise and year-wise details of such liabilities could not be
ascertained. Returns filed for Service Tax, VAT. Labour Cess could not be made available to us.
Adherence to GST Laws is not being properly implemented in Lucknow Nagar Nigam. Even after
01-07-2018 the effective date of introduction of G S T, Bills and MB are being processed under
old VAT laws without obtaining tax invoices as required under GST Law. No GST is being levied
on Commercial Complexes/ Shops on Rent, Auction of Parking Lots.

Property Tax is the major source of Revenue for Municipal Corporation. Management has made
a provision of 41% (Unrecovered amount for the year) based on working provided by Property Tax
department after reconciliation on current data i.e. for the FY 2018-19.

Bank Reconciliation has been done after taking opening Balance difference of each account as
on 01-04-2017.

15 (Fifteen) bank accounts are showing negative balances due to excess cheque issued or due
to Non Reconciliation thereof. It has also been observed that out of 111 Bank Accounts, 103 Bank
Accounts have been reconciled for the year, and 8 Bank Accounts could not be reconciled. Even
rectification entries for Amounts Outstanding in Bank Reconciliation Statements for current year
as well as previous years prepared have not been incorporated in the Financial Statements.
Retirement benefits are accounted for on Cash Basis. There is no system of ascertaining the
liability on accrual basis at year end.

TDS is deducted on passing of J.V. and making Amounts due, but it is deposited at the time of
payment to Party, which is against the established Norms. Further, TDS is not being deducted on
payment of Mobilisation Advance to Contractors.

Reconciliation with Electricity Department regarding Street Light Electricity dues, amount adjusted
against SFC Grant and Property Tax is not proper, whereby an outstanding of Rs. 313.66 Crores
is reflected as payable to electricity department.

Annual Physical verification has not been carried out by the management for the Fixed Assets or

Inventory to arrive at its actual quantity.

Proper adjustment or Recovery of Advances is not undertaken in majority of the Advances. As on

31-03-2018, there is an amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam
(JNURRM), an amount of Rs. 251.77 Crores outstanding against G.M.U.P. Gomti Pradushan Unit
of Jal Nigam Rs. 44.43 Crores from Maha Prabahndak U.P. Jal Kal, besides several others which
are outstanding for adjustment for past several years pending adjustment on receipt of Utilisation
Certificate.

There is an amount of Rs. 1505.70 Lakhs reflected as FDR- Provident Fund of Nagar Nigam.
During the course of Audit, it was informed that it pertains to P.F. Dues of Employees, alongwith
Balance in Nodal Account-P.F. held with Banks (Rs. 2159.91 Lakhs) which in our opinion is not
an Asset of the Corporation, and is wrongly reflected in the Financial Statements.

Nagar Nigam is having more than 450 vehicles. Insurance Cover note of any vehicle could not be
provided to us nor could it be corroborated with books of accounts for any payment for .

No provision for Contingent Liability has been made. As informed to us there are many cases
pending in Hon'ble High Court and various lower Courts which are under process whose outcome
and quantum of liability is not ascertainable.

An amount of Rs. 7,41,25,027.00 has been deducted by | Tax Department against TDS Demand
etc. N. Nigam is under the process of rectification of such errors and recovery of the same from |
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Tax Department. Same is reflected as Deposit with | Tax Department under Head Loans,
Advances & Deposits.”

The audit qualifications set out in the auditor’s report for Financial Year 2018-2019, signed by the auditor
on January 6, 2020 is set out below:

Statutory liabilities of PF, Income Tax, Service Tax, Labour Cess and VAT have not been timely
deposited on due dates. Party-wise and year-wise details of such liabilities could not be
ascertained. Returns filed for Service Tax, VAT. Labour Cess could not be made available to us.
Adherence to GST Laws is not being properly implemented in Lucknow Nagar Nigam. Even after
01-07-2017 the effective date of introduction of G S T, Bills and MB are being processed under

Property tax is the major source of revenue for Municipal Corporation. Management has made an
adhoc provision of 41% (towards unrecovered amount for the year) based on working provided by
property tax department after reconciliation on current data i.e. for the FY 2018-19.

Bank reconciliation has been done after taking opening balance difference of each account as on
01-04-2017, whereby bank reconciliation statements prepared, for earlier years have been
shelved, without giving effect to outstanding entries therein in books of accounts. Further bank
reconciliation of 2 major bank accounts, (pertaining to salary account, and user charges account)
have not been done for the year. On scrutiny of bank reconciliation statements produced to us we
have observed that there are many entries outstanding under various banks, for which adjustment
entries have not been passed in books of accounts, due to which several banks are showing

Retirement benefits are accounted for on cash basis. There is no system of ascertaining the

TDS is deducted on passing J.V. and making amounts due, but it is deposited at the time of
payment to party, which is against the established norms. There are huge defaults in timely deposit

Reconciliation with electricity department regarding street light electricity dues, amount adjusted
against SFC grant and property tax is not proper, whereby an outstanding of Rs. 307.68 Crores is

Annual physical verification has not been carried out by the management for the fixed assets or

Proper adjustment or recovery of advances is not undertaken in majority of the advances. As on
31-03-2019, there is an amount of Rs. 1187.84 Crores pending adjustment of U.P. Jal Nigam
(JNURRM), an amount of Rs. 241.77 Crores outstanding against G.M.U.P. Gomti Pradushan Unit
of Jal Nigam Rs. 49.66 Crores from Maha Prabahndak U.P. Jal Kal, besides several others which
are outstanding for adjustment for past several years pending adjustment on receipt of utilisation

No provision for contingent liability has been made. As informed to us there are many cases
pending in Hon'ble High Court and various lower courts which are under process whose outcome

(11'
2.
old VAT laws without obtaining tax invoices as required under GST Law.
3.
4,
negative balances also.
5.
liability on accrual basis at year end.
6.
of TDS.
7.
reflected as payable to electricity department.
8.
inventory to arrive at its actual quantity.
9.
certificate.
10.
and quantum of liability is not ascertainable.
11.

An amount of Rs. 7,41,25,027.00 has been deducted by | Tax Department against TDS demand
etc. N. Nigam is under the process of rectification of such errors and recovery of the same from |
Tax Department. Same is reflected as deposit with | Tax Department under head loans, advances
& deposits.”

Summary table of pending litigation and a cross-reference to the section titled ‘Pending Litigation and

Material Developments”.
Type of Cases No. of Cases
Civil Court 1057
Small causes cases (Laghuvaad) 99
Revenue (Rajaswa) 478
Labour Court (Sram) 5
U.P State Public Service Tribunal 34
Consumer Forum (Upbhokta) 17
High Court — Lucknow Bench of High Court at | 603
Allahabad
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Type of Cases

No. of Cases

Supreme Court 8

Total 2301

Please refer to paragraph 8(i) (Pending Litigations and Material Developments) of Section 4 (Regulatory
Disclosures) on page 62 of this Preliminary Placement Memorandum for further details.

4] Cross-reference to the section titled 'Risk Factors'

Please refer to Section 3 (Risk Factors) on page 16 of this Preliminary Placement Memorandum.

(9) Summary table of contingent liabilities and a cross-reference to contingent liabilities of the issuer as

disclosed in the restated financial statements.

There are many legal cases pending in the various courts of law and tribunals. The quantum of financial
effect is not assessable in case of adverse orders passed by hon’ble court. In light of that the amount of
contingent liability cannot be quantified. Please refer to paragraph 8 (Legal and Other Information) of Section
4 (Regulatory Disclosures) on page 62 of this Preliminary Placement Memorandum for details in respect of
the litigations involving the Issuer. Additionally, please refer to Section 5 (Term Sheet) on page 76 of this
Preliminary Placement Memorandum for detail in respect of the audit qualifications along with the financial
statements that include observations on the contingent liabilities of the Issuer.

(h) Summary of related party transactions for the previous three years and cross-reference to related party

transactions as disclosed in financial statements

Not applicable

(i) Details of escrow payment mechanism for the repayment of the interest/principal:

Please refer to the row titled ‘Structured Payment Mechanism’ under paragraph 5.3 (Summary of Term
Sheet) of Section 5 (Term Sheet) on page 80 in this Preliminary Placement Memorandum. Further, set out

below is an illustration of the escrow payment mechanism:

l

l

Escrow Account for Debt Servicing

l

The amounts lying to the credit of Designated Escrow Account shall be untilised on and from the
1% day of the each monthly period as per following waterfall/order of priority:

Estimated annual debt
abligation for Rs.zoo Cr issue

—

Firstly, to meet Minimum is Rs.40 Cr (Rs.20 Cr interest +

Balance in Escrow Account. Rs.zo Cr Sinking fund)

The Minimum Balance to be

maintained in any monthhy .

period expiring on  the FTuIaIpcnl u:x There is a cover

transfer date shall be the mfeﬁ'a“d’um_ of;l:-pmuxf-?

amount to be transferred to charges during last estimated

Interest Payment Account financial year was annual debt
L around Rs.280.63 A

znd Sinking Fund Account or obligation

on the tranzfer date

—

The surplus funds after mesting the
Minimum Balznce can theresfter be
transferred to  the General Fund
Account of the izsuer

Debenture Trustee
and Escrow Bank shall
ensure that funds are

transferred as per above
mentioned prierity.
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* The estimated annual debt obligation has been arrived at assuming a coupon rate of 10% (Ten percent).

Half yearly interest servicing

Transfer from Escrow
From 15 year I Monthly Account

1/5% of half yearly interest amount in each menth from 1* to 5%
month for 1° half yearly interast payment and 6% to 10" month
for 2M half yearly interest payment during each 12 month block

I [#]71/5% I Credited to Interest
Payment Account " E,a::';_;f.h:;h !

MC to make good
the shortfall by T-
10t day
In case of Shordfallin Shortfall AT, to be
i DSRA T+i%ds

LMC to replenish — transferred to DSRA from

the DSRA .
(infrastructure development
fund) within T + 15 days

= Tday is due date for debt servicing [#] is Half yearly coupan/interest amount

In case of Shortfall on T-2th day

14.29% of issue size — Script A/B/C/D/E/F and 14.26% of issue size — Script G
Maturing at the end of 4, 57, g, 7, 8% g™ gnd 10™ year respectively

Transfer from Escrow
From 1% year I Monthly Account

1% of the bond issue amount each
month for 10 months every year until
maturity, which is 10% annualky
Credited to Sinking
Fund Account
transferred (from LMC to make good
infrastructure development the shortfall by

fund) by T-15!" Day
‘T Day

(200cr)*10%*1/10t

Every year on T-25%
day trustee will
manitar the sinking
fund account, in case
of shartfall

Short fall amount to be

In caze of Shortfall on T-14" day

* Tday is the end date of each 12 month block
5.2 DOCUMENTS TO BE SUBMITTED

(a) Copy of the resolution authorising the borrowing and list of authorised signatories
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Please refer to Annexure Ill hereto on page 100 of this Preliminary Placement Memorandum for
the copies of the resolution authorising the borrowing and list of authorised signatories.

(b) Copy of the Trust deed.

Upon execution of the debenture trust deed in respect of the Issue, a copy of the same will be

submitted.

(c) Documents that have been executed or shall be executed in relation to the issue

Upon execution of the Transaction Documents, a copy of the same will be submitted.

SUMMARY OF TERM SHEET

Security Name

[e] Lucknow Municipal Corporation [e] 2030

Issuer Lucknow Municipal Corporation
Type of Instrument Bonds in the nature of Secured Non-Convertible Debentures.
Seniority Senior

Mode of Issue

Private Placement of municipal bonds under Securities and
Exchange Board of India (Issue and Listing of Municipal Debt
Securities) Regulations, 2015, as amended from time to time.

Eligible Investors

Please refer to paragraph 6.2(g) (Eligible Investors) of Section 6
(Other Information and Application Process) on page 93 of this
Preliminary Placement Memorandum.

Listing (including name of Stock
Exchange(s) where it will be
listed and timeline for listing)

Proposed to be listed on the wholesale debt market segment of the
BSE. The final listing approval shall be taken from the respective
stock exchange within a maximum period of 20 (Twenty) days from
the Deemed Date of Allotment.

In case of a delay by the Issuer in listing the Debentures beyond 20
(Twenty) days from the Deemed Date of Allotment the Issuer shall
make payment to the Debenture Holders of penal interest calculated
on the principal amount of the Debentures at the rate of 1% p.a. (One
percent per annum) over the Coupon Rate from the expiry of 30
(Thirty) days from the Deemed Date of Allotment ill the listing of the
Debentures.

Rating of the Instrument

India Ratings has assigned a rating of ‘Provisional IND AA/ Stable’ in
respect of the Debentures and BWR has assigned a rating of
‘Provisional BWR AA (CE)/ Stable’ (pronounced ‘Provisional BWR
Double A (Credit Enhancement)') in respect of the Debentures.

Issue Size Up to Rs. 100,00,00,000 (Rupees One Hundred Crores) with green
shoe option to retain oversubscription of an amount of up to Rs.
100,00,00,000 (Rupees One Hundred Crores) aggregating up to Rs.
200,00,00,000 (Rupees One Hundred Crores).

Option to  retain  over | Green shoe option to retain oversubscription of an amount of up to

subscription Rs. 100,00,00,000 (Rupees One Hundred Crores).

Objects of the issue

Incurring capital expenditure in respect of the Projects by the Issuer.
Please refer to paragraph 4 (Objects of the Issue) of Section 4
(Regulatory Disclosures) on page 36 of this Preliminary Placement
Memorandum for details of the objects of the Issue.

Details of the utilization of the
proceeds

Incurring capital expenditure in respect of the Projects by the Issuer.

The proceeds of the Issue will be utilised for bona fide purposes in
the normal course of business of the Issuer. However, the Issuer shall
not use the Issue proceeds towards investment in capital markets
and real estate or any other purpose ineligible for bank finance in
terms of the extant regulations of the Reserve Bank of India.

Coupon rate

[o]

Taxable/Tax free

Taxable
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Step Up/Step Down Coupon
Rate

The Coupon Rate shall stand enhanced by 0.25% p.a. (Zero decimal
point Two Five percent per annum), for each notch downgrade of the
credit rating assigned to the Debentures.

Coupon payment frequency

On a half yearly basis

Coupon payment dates

The date immediately succeeding the last date of each Coupon
Period.

Coupon Type Fixed
Coupon Reset Process | Coupon reset will be applicable in terms of the head of term titled
(including  rates,  spread, | ‘Step Up/ Step Down Coupon Rate’.

effective date, interest rate cap
and floor etc.)

Day Count Basis

Actual/ Actual

Interest on Application Money

The Pay-in Date shall be the Deemed Date of Allotment, hence
interest on application money shall be not be applicable.

Tenor

10 (Ten) years from the Deemed Date of Allotment.

Redemption Date

Principal repayment to happen annually, from the expiry of 4 (Four)
years from the Deemed Date of Allotment, in 7 (Seven) annual
instalments, being STRPP A, STRPP B, STRPP C, STRPP D,
STRPP E, STRPP F and STRPP G. The redemption dates/ maturity
dates (“Redemption Date(s)’/ “Maturity Date(s)’) for each of the
STRPPs are as follows:

>  STRPP A - Expiry of 4 (Four) years from the Deemed Date of

Allotment;

»  STRPP B - Expiry of 5 (Five) years from the Deemed Date of
Allotment;

»  STRPP C - Expiry of 6 (Six) years from the Deemed Date of
Allotment;

»  STRPP D - Expiry of 7 (Seven) years from the Deemed Date
of Allotment;

»  STRPP E - Expiry of 8 (Eight) years from the Deemed Date of
Allotment;

»  STRPP F - Expiry of 9 (Nine) years from the Deemed Date of
Allotment;

»  STRPP G - Expiry of 10 (Ten) years from the Deemed Date of
Allotment.

Redemption Amount

Principal repayment to happen annually, from the expiry of 4 (Four)
years from the Deemed Date of Allotment, in 7 (Seven) annual
instalments of:

» STRPP A - Year 4 - aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 4 (Four) years from the Deemed
Date of Allotment;

» STRPP B - Year 5 - aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 5 (Five) years from the Deemed
Date of Allotment;

» STRPP C - Year 6 — aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 6 (Six) years from the Deemed
Date of Allotment;

» STRPP D - Year 7 - aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 7 (Seven) years from the Deemed
Date of Allotment;

» STRPP E - Year 8 - aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 8 (Eight) years from the Deemed
Date of Allotment;
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» STRPP F - Year 9 — aggregate principal amount of Rs.
28,58,00,000 (Rupees Twenty Eight Crores and Fifty Eight
Lakhs) to be repaid at end of 9 (Nine) years from the Deemed
Date of Allotment;

» STRPP G - Year 10 — aggregate principal amount of Rs.
28,52,00,000 (Rupees Twenty Eight Crores and Fifty Two
Lakhs) to be repaid at end of 10 (Ten) years from the Deemed
Date of Allotment.

Together with the principal amount as set out hereinabove, the Issuer
shall also be required to make payment of accrued Coupon and all
other costs, charges and expenses which are due and payable in
terms of the Transaction Documents.

Redemption Premium /| Not applicable
Discount
Issue Price Rs. 10,00,000 (Rupees Ten Lakh only) per Debenture.

The Debentures would comprise of 6 (Six) STRPPs (i.e. STRPP A,
STRPP B, STRPP C, STRPP D, STRPP E and STRPP F) of Rs.
1,42,900 (Rupees One Lakh Forty Two Thousand and Nine Hundred)
each and 1 (One) STRPP (i.e. STRPP G) of Rs. 1,42,600 (Rupees
One Lakh Forty Two Thousand and Six Hundred).

Discount at which security is
issued and the effective yield as
a result of such discount

Not applicable

Put Option Date

Not applicable

Put Option Price

Not applicable

Call Option Date

Not applicable

Call Option Price

Not applicable

Put Notification Time

Not applicable

Call Notification Time

Not applicable

Face Value

Rs. 10,00,000 (Rupees Ten Lakh only) per Debenture.

The Debentures would comprise of 6 (Six) STRPPs (i.e. STRPP A,
STRPP B, STRPP C, STRPP D, STRPP E and STRPP F) of Rs.
1,42,900 (Rupees One Lakh Forty Two Thousand and Nine Hundred)
each and the 1 (One) STRPP (i.e. STRPP G) of Rs. 1,42,600
(Rupees One Lakh Forty Two Thousand and Six Hundred).

Minimum Application and in
multiples of 1 (One) Debt
Securities thereafter/ Minimum
Bid Lot

Minimum application is of 5 (Five) Debentures of face value of Rs.
10,00,000 (Rupees Ten Lakhs) each and in multiple of 1 (One)
Debenture thereafter.

Issue Timing 1.Issue Opening Date: [e], 2020
2.Issue Closing Date: [e], 2020
3.Pay-in Date: [e], 2020
4.Deemed Date of Allotment; [e], 2020
Issuance mode of the | Demat only
Instrument
Trading mode of the Instrument | Demat only
Settlement mode of the | Through the Indian Clearing Corporation Limited
Instrument
Depository NSDL and CDSL

Business Day Convention

If any Coupon Payment Date falls on a day that is not a Business
Day in Lucknow and Mumbai, the payment shall be made by the
Issuer on the immediately succeeding Business Day, however the
dates of the future Coupon payments would be as per the schedule
originally stipulated at the time of issuing the Debentures. In other
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words, the subsequent Coupon schedule would not be disturbed
merely because the payment date in respect of one particular
Coupon payment has been postponed earlier because of it having
fallen on a non-Business Day.

If any Redemption Date including the staggered redemption dates
(also being the last Coupon Payment Date) of the Debentures falls
on a day that is not a Business Day, the redemption proceeds shall
be paid by the Issuer on the immediately preceding Business Day
along with the accrued Coupon on the Debentures until but excluding
the date of such payment.

In the event that the Record Date falls on a day which is not a
Business Day, the immediately succeeding Business Day will be
considered as the Record Date.

“Business Day” shall mean a day (other than a public holiday for the
purpose of Section 25 of the Negotiable Instruments Act, 1881 (26 of
1881), a Saturday or a Sunday) on which the money market is
functioning in Lucknow and Mumbai and “Business Days” shall be
construed accordingly.

Record Date

15 (Fifteen) calendar days prior to Coupon Payment Dates and the
relevant Redemption Dates.

Security  (where applicable)
(Including description, type of
security, type of charge, likely
date of creation of security,

minimum  security  cover,
revaluation, replacement of
security).

The principal amount of the Debentures to be issued with all the
Coupon due on the Debentures, as well as costs, charges, all fees,
remuneration of Debenture Trustee and expenses payable in respect
thereof has been secured by way of:

(@) exclusive first ranking floating charge over present and future
receivables of property tax (or any other tax levied in place of
property tax as per Section 173 of the Act), fees and user
charges with minimum security cover of 1 (One) time of the total
amount borrowed along with the Coupon thereon and other
costs, charges, all fees, remuneration of Debenture Trustee
and expenses payable in respect thereof (“Minimum Security
Cover’);

(b) First and exclusive charge over the Escrow Account and the
account(s) where the property tax (or any other tax levied in
place of property tax as per Section 173 of the Act), fees and
user charges is collected and/ or pooled by Lucknow Municipal
Corporation in each case to the extent of the property tax (or
any other tax levied in place of property tax as per Section 173
of the Act), fees and user charges collected and/ or pooled in
each of such accounts;

(c) First and exclusive charge over the Debt Service Reserve
Account, Interest Payment Account and Sinking Fund Account,
the funds lying in each such account and any investment(s)
made from these account(s);

(d) First and exclusive charge over the investments made in terms
of paragraph 9 and paragraph 10 under the head of term
‘Structured Payment Mechanism’ below and the investments
made by utilising the AMRUT incentive (‘Permitted
Investment(s)").

The creation of such security by the Issuer shall be sufficient
compliance of the Issuer's obligation to create security.

The Issuer shall, till any of the Debentures are outstanding, maintain
the Minimum Security Cover.
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Structured Payment Mechanism

1. The Issuer shall open the following accounts for servicing the
Coupon and principal amount of the Debentures for the exclusive
benefit of the Debenture Holders:

a. Escrow Account

b. Debt Service Reserve Account
c. Interest Payment Account
d. Sinking Fund Account

2. The Debt Service Reserve Account - It shall be funded 1 (One)
day prior to the Pay-In Date with an amount equal to the 4 (Four)
succeeding Coupon payments required to be paid by the Issuer in
respect of the Debentures ("DSRA Amount’). In the event of any
utilisation from the Debt Service Reserve Account, the Issuer shall be
obliged to replenish the same as per the Interest Payment
Mechanism below.

3. The Issuer shall set up the separate no-lien Escrow Account and
the funds lying in account(s) in which the property tax (or any other
tax levied in place of property tax as per Section 173 of the Act), fees
and user charges is collected and/ or pooled by the Issuer shall be
transferred to the Escrow Account for debt servicing. Debenture
Holders/ Debenture Trustee on behalf of Debenture Holders shall
have first and exclusive charge over the Escrow Account and the
account(s) where the property tax (or any other tax levied in place of
property tax as per Section 173 of the Act), fees and user charges is
collected and/ or pooled by the Issuer.

4. The funds lying in the Escrow Account shall be used in the
following priority:

a. The funds should be first utilized to accumulate the
Minimum Balance in Escrow Account. The Minimum
Balance to be maintained in any monthly period expiring on
the Transfer Date shall be the amount to be transferred to
the Interest Payment Account and Sinking Fund Account
on the Transfer Date;

b.  The Minimum Balance shall not be used for any purpose
other than transfer to the Interest Payment Account and
Sinking Fund Account;

c. The surplus funds, if any, after first accumulating the
Minimum Balance can thereafter be transferred to the
general fund account(s) in accordance with the directions
of the Issuer from time to time, after a one-time written
instruction providing for such transfer is given by the
Debenture Trustee for such monthly period provided
however that, in case of a shortfall in any of the Debt
Service Reserve Account, Interest Payment Account or
Sinking Fund Account, no transfer to the general fund
account(s) shall be effected and the surplus funds shall first
be utilised towards funding the relevant account in which
there is a shortfall.

The above transfer shall be done on a daily basis except on the
Transfer Date. On a monthly basis, on each Transfer Date, the
Minimum Balance maintained as indicated above shall be transferred
to the Interest Payment Account and Sinking Fund Account. The
Issuer, with the prior written consent of the Debenture Trustee, can
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transfer the Minimum Balance maintained in Escrow Account to the
Interest Payment Account and the Sinking Fund Account on any day
prior to the Transfer Date.

5. The following amounts will be required to be transferred to the
Interest Payment Account and the Sinking Fund Account from the
Escrow Account as mentioned above in the course of each period of
12 months from the Deemed Date of Allotment until the Maturity Date
(each such period of 12 months is hereinafter referred to as “12
Month Block”):

a.  On each of the first 5 (Five) Transfer Dates occurring in each
12 Month Block, an amount equivalent to 20% (Twenty
percent) of the Coupon payment to be made on the 1st Coupon
Payment Date in such 12 Month Block and any further interest
payable (by whatsoever name called) as per the terms of the
issuance and any shortfall in earlier contribution shall be
transferred to the Interest Payment Account. On each of the 6t
to 10t Transfer Dates occurring in each 12 Month Block, an
amount equivalent to 20% (Twenty percent) of the Coupon
payment to be made on the 2"d Coupon Payment Date in such
12 Month Block and any further interest payable (by
whatsoever name called) as per the terms of the issuance and
any shortfall in earlier contribution shall be transferred to the
Interest Payment Account.

b.  On each of the first 10 (Ten) Transfer Dates occurring in each
12 Month Block, an amount equivalent to 1/10th of 10% (Ten
percent) of the Issue Size and any shortfall in earlier
contribution shall be transferred to the Sinking Fund Account.

c.  Any shortfall in the funds available in the Escrow Account to
complete the aforesaid transfers to the above account(s) shall
be made good by the Issuer by transfer from other account(s)
of the Issuer.

6. The funds lying in the above-mentioned account(s) shall be utilised
in the following manner:

a.  The funds lying in the Debt Service Reserve Account can be
used to meet any shortfall in the Interest Payment Account and
thereafter can be used to meet any shortfall at the time of final
redemption of the Debentures. However, the Debt Service
Reserve Account cannot be utilized (a) to meet any shortfall in
contribution to Sinking Fund Account except at the time of final
redemption of the Debentures; and (b) to meet any shortfall in
contribution to the Interest Payment Account except at the time
of actual payment of Coupon on the Debentures.

b.  The funds lying in the Interest Payment Account can be used
to make Coupon payment to the Debenture Holders. Any
surplus after making the payment to Debenture Holders should
be used to make good any shortfall in contribution to Sinking
Fund Account to the extent required for redemption of the
Debentures on the Redemption Dates.

c.  The funds lying in the Sinking Fund Account can be used to
redeem the Debentures.

d.  Anyfunds lying in the above account(s) can be used for making
Permitted Investments. However, the funds (including
investment(s)) shall not, without the approval of the Debenture
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Trustees, be utilised for any purpose other than as mentioned
in paragraph (a) to (c) above.

e.  Any surplus funds lying in the above account(s) after the
Debentures have been redeemed in full and all dues to the
Debenture Holders have been paid can be transferred to the
Escrow Account after obtaining written consent of the
Debenture Trustee.

7. The Debenture Trustee, on behalf of the Debenture Holders shall
have an exclusive first ranking charge over the Escrow Account and
the account(s) where the property tax (or any other tax levied in place
of property tax as per Section 173 of the Act), fees and user charges
is being collected/pooled by the Issuer, Debt Service Reserve
Account, Interest Payment Account and Sinking Fund Account. The
Debenture Holders shall have first and exclusive charge on the funds
lying in account(s) where the property tax (or any other tax levied in
place of property tax as per Section 173 of the Act), fees and user
charges is being collected/pooled by the Issuer, the Escrow Account,
Debt Service Reserve Account, Interest Payment Account and
Sinking Fund Account and any Permitted Investment(s)made from
these account(s).

8. The Debenture Trustee, on behalf of the Debenture Holder(s), shall
have an exclusive first charge on the Escrow Account, Debt Service
Reserve Account, Interest Payment account, and Sinking Fund
Account and any Permitted Investment(s) made from these
account(s) for the exclusive benefit of the Debenture Holders(s). The
amount deposited in Debt Service Reserve Account, Interest
Payment Account and Sinking Fund Account shall be used solely for
meeting the dues to the Debenture Holders. Any surplus in the
account after meeting the dues to the Debenture Holders can be
transferred to the Escrow Account. No amount can be withdrawn from
these account(s) without the approval of Debenture Trustee.

9. The funds lying credited in the Escrow Account (to the extent of
the minimum balance), Interest Payment Account and Debt Service
Reserve Account can be kept in fixed deposits with any scheduled
commercial bank with a dual rating of AA+ or above. However, the
conditions of the fixed deposits shall not restrict premature withdrawal
from the fixed deposit. The lien shall be created in favor of Debenture
Trustee on all the investments made in terms hereof.

10. The funds lying to the credit of Sinking Fund Account can be
deposited (a) in government securities, (b) in securities guaranteed
by government, (c) in debentures of the Issuer, or (d) such other
instruments which may be permitted in terms of the Uttar Pradesh
Municipal Corporations Act, 1959. The lien shall be created in favor
of Debenture Trustee on all the investments made in terms hereof.

11. Any actual interest income earned and received on the
Permitted Investment(s) shall be utilisable by the Issuer, in
accordance with the terms set out in the Transaction Documents,
only: (a) with the prior approval of the Debenture Trustee; and (b) if
there is no shortfall in any of the Debt Service Reserve Account, the
Interest Payment Account or the Sinking Fund Account.

12. The Escrow Account, Debt Service Reserve Account, Interest
Payment Account and Sinking Fund Account shall be maintained with
a scheduled commercial bank rated at least AA+ by two rating
agencies throughout the tenor of the Debentures (‘Bank”). In case,
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at any point of time, the rating of senior debt of the Bank falls below
AA+ by any rating agency the Issuer shall, with the written consent of
Debenture Trustee, move the funds to any other bank satisfying the
rating criteria.

13. The Bank shall share statement(s) of these account(s) with
Debenture Trustee and the Issuer for such period as may be
specified by the Debenture Trustee but not greater than 12 (Twelve)
months in any case till such time as the Debentures are redeemed.
The Issuer shall share copies of all such reports with the Rating
Agencies. The Issuer and Debenture Trustee shall keep the Rating
Agencies informed in case of change in the Bank.

DSRA replenishment as well as funding of shortfall in the sinking
fund account (at the time of principal repayment) in terms of the
Tripartite Agreement provided by the GoUP

The GoUP has has issued an order dated July 30, 2019
(“Governmental Order”) wherein they have created a policy for
utilisation of the funds in the Infrastructure Development Fund for
credit enhancement and other needs of local bodies to promote/
incentivise issuance of municipal bonds.

Pursuant to the Governmental Order, the Issuer has approached the
GoUP for entering into the Tripartite Agreement with the Debenture
Trustee and the Issuer in respect of the Debentures, for agreeing and
covenanting to make payment of funds from the Infrastructure
Development Fund in terms of such agreement:

(a) into the debt service reserve account for creation of the
upfront DSRA Amount;

(b) into the debt service reserve account on the occurrence of
a DSRA Amount Shortfall; and

(c) into the Sinking Fund Account on the occurrence of a
Sinking Fund Mismatch.

The GoUP shall make payment of such amounts as may be required
to make good any DSRA Amount Shortfall. In case the amounts lying
in the Debt Service Reserve Account is utilized to fund the shortfall in
Interest Payment Account at the time of the Coupon payment, the
GoUP shall remit the funds (utilized from DSRA to fund the shortfall
in interest payment account) to replenish the DSRA, in terms of the
Tripartite Agreement, as per the ‘Interest Payment Mechanism’ as
mentioned below.

Further, the GoUP shall make payment of such amounts as may be
required to make good any Sinking Fund Mismatch. In case of
shortfall in the Sinking Fund Account at the time of principal
repayment, the GoUP shall remit the funds to fund the shortfall in the
Sinking Fund Account, in terms of the undertaking provided by the
GoUP, as per the ‘Principal Repayment (Sinking Fund) Mechanism'’
as mentioned below.

Interest Payment Mechanism

The Debenture Trustee shall check the amount lying to the credit of
Interest Payment Account at 25 (Twenty Five) days prior to the
Coupon Payment Date (T-25 days). In case of any shortfall in
amount, the Debenture Trustee shall intimate the Issuer of the
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shortfall and the Issuer shall make good the shortfall in the Interest
Payment Account prior to the date falling 10 (Ten) days prior to the
Coupon Payment Date (T-10 days). In case of shortfall in any amount
in the Interest Payment Account at 9 (Nine) days prior to the Coupon
Payment Date (T-9 days), the Debenture Trustee shall trigger the
payment mechanism and shall instruct the Bank to transfer the
shortfall amount from the Debt Service Reserve Account to the
Interest Payment Account on or prior to the date falling 8 (Eight) days
prior to the Interest Payment Date (T-8 days). The Coupon shall be
paid by the Issuer on the Coupon Payment Date (T).

In case DSRA is utilized to fund the shortfall in the Interest Payment
Account in respect of any Coupon Payment Date, immediately after
the transfer of the DSRA or part thereof to the Interest Payment
Account and in any event prior to 7 (Seven) days prior to the relevant
Coupon Payment Date (T-7), the Debenture Trustee would issue a
notice in writing to the Issuer (and the GoUP shall be informed by
marking a copy to the GoUP). On the issuance of such notice, the
Issuer shall make good the shortfall in the Debt Service Reserve
Account prior to the date falling on the relevant Coupon Payment
Date (T). In the event that the shortfall is not made good by the Issuer
on the relevant Coupon Payment Date (T), the Debenture Trustee
shall issue a notice to GoUP (and the Issuer shall be informed by
marking a copy to the Issuer) on the date immediately succeeding
the relevant Coupon Payment Date (T+1). On issuance of such
notice, the GoUP shall remit funds (utilised from the Debt Service
Reserve Account to fund the shortfall in the Interest Payment
Account) to replenish the Debt Service Reserve Account within 15
(Fifteen) days from the relevant Coupon Payment Date (T+15) by
depositing such amounts in to the Debt Service Reserve Account.

Further, such notice(s) would continue to get served if required, as
per the same timelines for subsequent and future servicings. If any
overdues on account of past servicings from DSRA continues to
remain and DSRA continues to remain un-replenished, then such
overdue amount would be added in the subsequent notice.

In any of the milestone days mentioned in the T-Structure above
happens to not be a Business Day, the immediately preceding
Business Day would be the deemed date for execution of the relevant
action.

Principal Repayment (Sinking Fund) Mechanism

(a) Redemption Dates

The Debenture Trustee shall check the balance in the Sinking Fund
Account prior to the end of each 12 Month Block and in case of any
Sinking Fund Mismatch, it shall be replenished as per the following
mechanism:-

The Debenture Trustee shall check the amount lying to the credit of
Sinking Fund Account at 25 (Twenty Five) days prior to the end of
each 12 Month Block (T-25 days). In case of any Sinking Fund
Mismatch, the Debenture Trustee shall intimate LMC of the shortfall
(and the GoUP shall be informed by marking a copy to the GoUP)
and LMC shall make good the Sinking Fund Mismatch prior to the
date falling 15 (Fifteen) days prior to end of each 12 Month Block (T-
15 days).
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In case of shortfall in any amount still persists in the Sinking Fund
Account at 14 (Fourteen) days prior to the end of each 12 Month
Block (T-14 days), the Debenture Trustee shall trigger the payment
mechanism and issue a notice to GoUP (and the Issuer shall be
informed by marking a copy to the Issuer). On the issuance of such
notice, the State Government shall remit funds to fund the shortfall
into the Sinking Fund Account prior to the end of each 12 Month Block

(T)-

The redemption shall be made by LMC on the relevant Redemption
Dates.

The Debenture Trustee shall keep the Rating Agencies informed of
any shortfall in Interest Payment Account, Debt Service Reserve
Account, Sinking Fund Account and any transfer from Debt Service
Reserve Account to Interest Payment Account.

Government incentive

LMC is expected to receive incentive from Government of India in
terms of notification number K/16012/02/2018-AMRUT-IIB dated
June 20, 2019.

The AMRUT Incentive, as and when received by the Issuer, shall be
deposited in the Escrow Account. Within 5 (Five) days of receipt of
the Amrut Incentive in the Escrow Account, the Issuer shall utilise
such amounts to create fixed deposits with any scheduled
commercial bank with a dual rating of AA+ or above; provided
however that, the Issue shall not utilise the Amrut Incentive for any
purpose other than for creation of such fixed deposits. However, the
conditions of the fixed deposits shall not restrict premature withdrawal
from the fixed deposit. A lien shall be created in favor of Debenture
Trustee over such fixed deposits throughout the tenor of the
Debentures. Interest amounts earned on such fixed deposits shall be
utilisable by the Issuer, in accordance with the terms set out in the
Transaction Documents.

Debenture Redemption
Reserve

The Issuer will create Sinking Fund as per the above mentioned
mechanism.

Financial Covenants

1. DSCR on operating Surplus: Debt Service Coverage Ratio
(“DSCR”) for the Issuer will not be less than 1.50x (One
decimal point Five Zero) times of operating surplus
calculated as under:

DSCR (Debt Service Coverage Ratio) = (Revenue Surplus
for the 12 (Twelve) month period immediately preceding
the relevant Testing Date* + Interest & Finance Expenses
payable for such period + Depreciation of assets for such
period + Other non-cash expenses for such period) /
(Interest & Finance Expenses during the year immediately
preceding the relevant Testing Date + Principal
repayments made during the year in respect of any
financial indebtedness of LMC (except to the extent made
from the amounts contained in a sinking fund created for
such financial indebtedness) + Amount transferred to
sinking fund account during the year for debt repayments
in respect of any financial indebtedness of LMC). Testing
Date shall mean March 31, 2019 and March 31 of every
year thereafter until the Final Settlement Date.
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2. Revenue Surplus shall mean the ‘gross surplus of income
over expenditure before prior period items’, as per the
latest audited financial statements of the Issuer.

Note: Interest free loans which have been provided by the
Government to LMC (which are outstanding in the books of
LMC) or which will be given by the government to LMC in
the future, where there is no repayment obligation placed
on LMC shall be excluded from the above calculation of
DSCR. ltis clarified that, loans provided/ to be provided by
the government to LMC in respect of which deductions/
adjustments may be made by the government from further
grants to be disbursed or transfers to be made by the
government to LMC (in terms of the recommendations of
the state finance commission or otherwise), shall not be
construed as repayment obligations placed on LMC;
provided however that, in the event that the amount of such
deductions/ adjustments made by the government from
grants or transfers to LMC are recorded as revenue income
in the financial statements of LMC (including in the income
and expenditure statement of LMC) in the form of revenue
grants, the said amount shall be deducted from the
Revenue Surplus considered for the purpose of calculation
of DSCR.

3. The lssuer shall, at all times till the Debentures are
outstanding, ensure that the total amounts collected in the
Escrow Account in any financial year shall be at least 1.5
(One decimal point Five) times of the Annual Payments
Amount. For the purpose of this term sheet, the term
‘Annual Payments’ shall, in respect of any financial year,
mean the aggregate of: (a) the Coupon payable in such
year; and (b) the portion of principal amount of the
Debentures which are required to be deposited by the
Issuer into the Sinking Fund Account in such financial year,
in terms hereof.

So long as the Eligibility Conditions are met, the Issuer
shall be entitled to raise further financial indebtedness
based on its cashflows including the cashflows flowing
through the Escrow Account, provided that it is clarified that
nothing in this provision should be construed to permit the
creation of any encumbrance over the hypothecated
property without the express prior written consent of the
debenture trustee. For the purpose of this term sheet, the
term ‘Eligibility Conditions’ shall mean the following
conditions: (a) the Annual Payments Ratio is maintained by
the Issuer; (b) there is no shortfall in the contribution to the
Escrow Account, the Debt Service Reserve Account, the
Sinking Fund Account and/ or the Interest Payment
Account which has not been made good by the Issuer in
terms of the Transaction Documents; (c) no Event of
Default has occurred.

Delay in execution of the
Debenture Trust Deed/Security
Document

In case of any delay in the execution of the Debenture Trust Deed or
the documents pertaining to creation of security, the Issuer shall be
liable to return the subscription amounts to the Debenture Holders,
or pay to the Debenture Holders, a penal interest at the Default
Interest Rate prescribed herein at the option of the Debenture
Trustee (acting on the instructions of the majority Debenture
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Holders).

Transaction Documents

This  Preliminary Placement Memorandum, the Placement
Memorandum, the Tripartite Agreement, the Issue Proceeds
Agreement, the Debenture Trustee Agreement, the Debenture Trust
Deed, the Deed of Hypothecation, the Escrow Agreement

Conditions ~ Precedent 1o | The subscription from investors shall be accepted for allocation and
Disbursement allotment by the Issuer subject to the following and in compliance to

SEBI Guidelines in this regard:

1. Rating letters for provisional rating from two credit rating
agencies (‘Rating Agency(ies)”) not being more than one
month old from the Issue Opening Date;

2. Letter from the Debenture Trustee conveying their consent to
act as debenture trustee for the Debenture Holder(s);

3. Letter from BSE conveying its in-principle approval for listing
of the Debentures.

Conditions ~ Subsequent 10 | The Issuer shall ensure that the following documents are executed/
Disbursement

activities are completed within the relevant timelines set out in the
Transaction Documents:

1. Credit of demat account(s) of the allottee(s) by number of
Debentures allotted as per the BSE-EBP operational
guidelines;

2. Listing of the Debentures within 20 (Twenty) days from the
Deemed Date of Allotment. In case of a delay by the Issuer in
listing the Debentures beyond 20 (Twenty) days from the
Deemed Date of Allotment the Issuer shall make payment to
the Debenture Holders of penal interest calculated on the face
value of the Debentures at the rate of 1% p.a. (One percent
per annum) over the Coupon Rate from the expiry of 30
(Thirty) days from the Deemed Date of Allotment till the listing
of the Debentures;

3. Security creation as per the terms of Transaction Documents
and in compliance with other regulatory guidelines, as
applicable.

Events of Default

As is more particularly set out in the Debenture Trust Deed

Provisions related to Cross
Default Clause

Not applicable.

Default Interest

(@) All monies due in respect of the Debentures shall, in case the
same be not paid on the respective due dates, carry further
interest at the rate of 2% (Two Percent) per annum, which shall
be paid over and above the Coupon Rate for the period during
which such default continues;

In case of delay in execution of the Debenture Trust Deed and
security documents, LMC will refund the subscription with the
agreed rate of interest or will pay penal interest of at least 2% p.a.
(Two percent per annum), which shall be paid over and above
the Coupon Rate for the period during which such default
continues;

In case of delay in listing of the Debentures beyond 20 (Twenty)
days from the Deemed Date of Allotment, the Issuer shall pay
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penal interest of at least 1% p.a. (One percent per annum) which
shall be paid over and above the Coupon Rate from the expiry of
30 (Thirty) days from the Date of Allotment till the listing of the
Debentures;

(d) Other provisions as set out in the Transaction Documents.

Role and Responsibilities of | To oversee and monitor the overall transaction for and on behalf of
Debenture Trustee the Debenture Holders as customary for transaction of a similar
nature and size and as per rules and regulations made there under
and relevant guidelines / regulations/ rules of SEBI or any other
regulatory agency as may be applicable, more particularly to be
defined in Debenture Trust Deed.

Governing Law and Jurisdiction | The Debentures and the Transaction Documents (other than the
Issue Proceeds Agreement) shall be governed by and construed in
accordance with the laws of India and the parties submit to the
exclusive jurisdiction of courts and tribunals in Lucknow. The Issue
Proceeds Agreement shall be governed by and construed in
accordance with the laws of India and the parties submit to the
exclusive jurisdiction of courts and tribunals in Mumbai.
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SECTION6:  OTHER INFORMATION AND APPLICATION PROCESS

The Debentures being offered as part of the Issue are subject to the provisions of the Act, the terms of this Preliminary
Placement Memorandum and other terms and conditions as may be incorporated in the Transaction Documents.

6.1

(a)

OTHER INFORMATION
SEBI Debt Listing Regulations

The Issuer and the Bond Issue Committee are in compliance with Regulation 4 of the SEBI Debt Listing
Regulations. The Issuer hereby undertakes to comply with the conditions of listing specified in Schedule V
of the SEBI Debt Listing Regulations including, without limitation, the continuous listing, disclosure and other
requirements and obligations under the SEBI Debt Listing Regulations and the circulars issued thereunder.
Any change in rating of the Debentures shall be promptly disseminated in such manner as BSE may
determine from time to time and on the websites of the debenture trustee, the issuer and the stock
exchanges. The Issuer, the Debenture Trustee and BSE shall disseminate all information and reports
regarding the Debentures including the compliance reports filed by the Issuer and the Debenture Trustee,
to the investors and the general public by placing them on their websites. The accounts of the Issuer shall
be audited by the persons appointed by the Issuer, as permissible under the Act. The trades of the
Debentures shall be cleared and settled through a recognised clearing corporation in the manner specified
by SEBI and in case of trades in the Debentures which have been made over the counter, such trades shall
be reported on a recognised stock exchange having a nationwide trading terminal or such other platform as
may be specified by SEBI from time to time. The information in respect of Issue such as issuer details,
instrument details, ratings, rating migration, coupon, buyback etc. shall be reported to a common database
as may be specified by SEBI.

Mode of Transfer/Transmission of Debentures

The Debentures shall be transferable freely. The Debenture(s) shall be transferred and/or transmitted in
accordance with the applicable provisions of the Act and other applicable laws. Attention of the investors is
drawn to paragraph 6.2(g) (Eligible Investors) of Section 6 (Other Information and Application Process) on
page 93 of this Preliminary Placement Memorandum. The Debentures held in dematerialised form shall be
transferred subject to and in accordance with the rules/procedures as prescribed by NSDL/CDSL and the
relevant DPs of the transferor or the transferee and any other applicable laws and rules notified in respect
thereof. The transferee(s) should ensure that the transfer formalities are completed prior to the Record Date.
In the absence of the same, amounts due will be paid/redemption will be made to the person, whose name
appears in the register of debenture holders maintained by the R&T Agent as at the end of the Record Date,
under all circumstances. In cases where the transfer formalities have not been completed by the transferor,
claims, if any, by the transferees would need to be settled with the transferor(s) and not with the Issuer. The
normal procedure followed for transfer of securities held in dematerialised form shall be followed for transfer
of these Debentures held in dematerialised form. The seller should give delivery instructions containing
details of the buyer’'s DP account to his DP.

Debentures held in Dematerialised Form

The Debentures shall be held in dematerialised form and no action is required on the part of the Debenture
Holder(s) for redemption purposes and the redemption proceeds will be paid by cheque/ ECS/ NEFT/ fund
transfer/ RTGS to those Debenture Holder(s) whose names appear on the register of debenture holders
maintained by the R&T Agent as at the end of the Record Date. All such Debentures will be simultaneously
redeemed through appropriate debit corporate action. If permitted, the Issuer may transfer payments
required to be made in any relation by electronic fund transfer/ RTGS to the bank account of the Debenture
Holder(s) for redemption payments.

Sharing of Information
The Issuer may, at its option, but subject to Applicable Laws, use on its own, as well as exchange, share or

part with any financial or other information about the Debenture Holder(s) available with the Issuer, with its
affiliates and other banks, financial institutions, credit bureaus, agencies, statutory bodies, as may be
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required and neither the Issuer nor its affiliates nor their agents shall be liable for use of the aforesaid
information.

Modification of Debentures

Any amendment to the terms and conditions of the Debentures or the Transaction Documents will require
the consent of the Majority Debenture Holders, either by providing their express consent in writing or by way
of a resolution at a duly convened meeting of the Debenture Holders.

Right to accept or reject applications

The Issuer reserves its full, unqualified and absolute right to accept or reject any application for subscription
to the Debentures, in part or in full, without assigning any reason thereof. The rejected applicants will be
intimated along with the refund warrant, if applicable. No interest on application money will be paid on
rejected Applications.

Trustee for the Debentures

The Issuer has appointed Catalyst Trusteeship limited to act as the trustee for the Debenture Holder(s). The
Issuer and the Debenture Trustee intend to enter into the debenture trust deed inter alia, specifying the
powers, authorities and obligations of the Debenture Trustee and the Issuer. The Debenture Holder(s) shall,
without further act or deed, be deemed to have irrevocably given their consent to the Debenture Trustee or
any of its agents or authorized officials to do all such acts, deeds, matters and things in respect of or relating
to the Debentures as the Debenture Trustee may in its absolute discretion deem necessary or require to be
done in the interest of the Debenture Holder(s). Any payment made by the Issuer to the Debenture Trustee
on behalf of the Debenture Holder(s) shall discharge the Issuer pro tanto to the Debenture Holder(s). The
Debenture Trustee will protect the interest of the Debenture Holder(s) in regard to timely payment of Coupon
and repayment of principal and they will take necessary action, subject to and in accordance with the
debenture trust teed, at the cost of the Issuer. No Debenture Holder shall be entitled to proceed directly
against the Issuer unless the Debenture Trustee, having become so bound to proceed, fails to do so. The
Debenture Trust Deed shall more specifically set out rights and remedies of the Debenture Holders and the
manner of enforcement thereof. The Debenture Trustee shall carry out its duties and perform its functions
in terms of the SEBI Debt Listing Regulations, the Securities and Exchange Board of India (Debenture
Trustees) Regulations, 1993, the Debenture Trust Deed and the Preliminary Placement Memorandum/
Placement Memorandum, with due care, diligence and loyalty. The debenture trustee shall monitor the
Escrow Account and shall ensure disclosure of all material events on an ongoing basis. The Debenture
Trustee shall supervise the implementation of the obligations cast in terms of provisions of the SEBI Debt
Listing Regulations.

Mechanism adopted in compliance with Regulation 13 of the Securities and Exchange Board of India
(Merchant Bankers) Regulations, 1992

1. We would like to disclose to all the stakeholders including but not limited to potential investors that
A. K. Capital Services Limited is a transaction advisor and merchant bankers to the Issue
appointed by Government of Uttar Pradesh (GoUP) vide RFQ dated 12t July 2018 and
subsequently vide contract agreement dated 28th August 2018 signed between GOUP and A. K.
Capital defining the scope of services and contract extension letter dated 11th February 2020.
Further, vide letter agreement dated 4" March 2020 between us and A. K. Capital Services
Limited, A. K. Capital Services Limited has also been appointed by us as an arranger to the Issue
and vide letter agreement dated 4t March 2020 between us and HDFC Bank Limited, HDFC Bank
Limited has been appointed by us as an arranger and merchant banker to the Issue;

2. We further would like to disclose that lead managers/ merchant bankers/ arrangers either directly
or through its affiliates or it associates or its subsidiaries may invest in the proposed issue through
EBP mechanism in transparent manner;

3. EBP mechanism is adopted to ensure fair, objective and unbiased opportunity to all investors.
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6.2

(a)

APPLICATION PROCESS
Issue Procedure

Only Eligible Investors as given hereunder may apply for the Debentures by completing the Application
Form in the prescribed format in block letters in English as per the instructions contained therein. The
minimum number of Debentures that can be applied for and the multiples thereof shall be set out in the
Application Form. No application can be made for a fraction of a Debenture. Application Forms should be
duly completed in all respects and applications not completed in the said manner are liable to be rejected.
The name of the applicant’s bank, type of account and account number must be duly completed by the
applicant. This is required for the applicant’s own safety and these details will be printed on the refund orders
and /or redemptions warrants.

The final subscription to the Debentures shall be made by the Eligible Investors through the electronic book
mechanism as prescribed by SEBI under the SEBI Electronic Book Mechanism Guidelines by placing bids
on the electronic book platform during the Issue period.

Application Procedure through electronic book process:

In order to be able to bid under the BSE electronic book platform, Eligible Investors must have provided the
requisite documents (including but not limited to know your customer) in accordance with the SEBI
Electronic Book Mechanism Guidelines. The Issuer is entitled at any time to require an Eligible Investor to
provide any know your customer or other documents as may be required to be maintained by it or delivered
to a third party by it in accordance with applicable laws. All Eligible Investors are required to register
themselves as a one-time exercise (if not already registered) with the BSE electronic book platform for
participating in electronic book building mechanism.

Eligible Investors should refer the operating guidelines for issuance of debt securities on private placement
basis through an electronic book mechanism as available on the website of BSE. Eligible Investors will also
have to complete the mandatory know your customer verification process.

The details of the Issue shall be entered on the BSE electronic book platform by the Issuer at least 2 (Two)
Business Days prior to the Issue Opening Date, in accordance with the SEBI Electronic Book Mechanism
Guidelines. The Issue will be open for bidding for the duration of the bidding window that would be
communicated through the Issuer’s bidding announcement on the BSE EBP Platform, at least 1 (one)
Business Day before the start of the Issue Opening Date.

Some of the key guidelines in terms of the extant SEBI Electronic Book Mechanism Guidelines on issuance
of securities on private placement basis through an electronic book mechanism, are as follows:

(i) Modification of Bid: Eligible Investors may note that modification of bid is allowed during the
bidding period or window. However, in the last 10 minutes of the bidding period or window, revision
of bid is only allowed for upward revision of the bid amount placed or to improve the coupon or
yield by the Eligible Investor.

(i) Cancellation of Bid: Eligible Investors may note that cancellation of bid is allowed during the
bidding period or window. However, in the last 10 minutes of the bidding period or window, no
cancellation of bids is permitted.

(iii) Multiple Bids: Bidders are permitted to place multiple bids on the BSE electronic book platform in
line with the SEBI Electronic Book Mechanism Guidelines.

(iv) Manner of bidding: The Issue will be through closed bidding on the BSE electronic book platform
in line with the SEBI Electronic Book Mechanism Guidelines.

(v) Manner of allotment: The allotment will be done on uniform yield basis in line with the SEBI
Electronic Book Mechanism Guidelines.

(vi) Manner of settlement; Settlement of the Issue will be done through the clearing corporation.
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(vii) Settlement cycle: The process of pay-in of funds by investors and pay-out to Issuer will be done
on T+2 day, where T is the Issue Closing Date.

(viii) Offer or Issue of executed Placement Memorandum to successful Eligible Investors. The
Placement Memorandum will be issued to the successful Eligible Investors, who are required
to complete and submit the application form to the Issuer in order to accept the offer of
Debentures.

No person other than the successful Eligible Investors to whom the Placement Memorandum has been
issued by the Issuer may apply for the Issue through the application forms received from a person other
than those specifically addressed will be invalid. However, Eligible Investors should refer to the extant SEBI
Electronic Book Mechanism Guidelines as prevailing on the date of the bid.

Withdrawal of Issue:

The Issuer may, at its discretion, withdraw the issue process on the conditions set out under the Operational
Guidelines; provided that the Issuer shall accept or withdraw the issue on the BSE electronic book platform
within 1 (one) hour of the closing of the bidding window, and not later than 6 pm on the Issue Closing Date.
However, Eligible Investors should refer to the SEBI Electronic Book Mechanism Guidelines as prevailing
on the date of the bid. If the Issuer has withdrawn the Issue, and the cut-off yield of the Issue is higher than
the estimated cut-off yield disclosed to the BSE electronic book platform, the estimated cut off yield shall be
mandatorily disclosed by the BSE electronic book platform to the Eligible Investors. The expression
‘estimated cut off yield’ means yield so estimated by the Company, prior to opening of issue on the BSE
electronic book platform. The disclosure of estimated cut off yield by BSE electronic book platform to the
Eligible Investors, pursuant to closure of the Issue, shall be at the discretion of the Issuer.

Process flow of settlement:

Successful bidders shall make pay-in of funds towards the allocation made to them, in the bank account of
the clearing corporation, the details whereof are as set out in paragraph 5.2(0) of Section 6 (Other
Information and Application Process) below, on or before 10:30 A.M. on the Deemed Date of Allotment.

The fund pay-in by the successful bidders will be made only from the bank account(s), which have been
provided/updated in the electronic book mechanism system. Upon the transfer of funds into the aforesaid
account and the Issuer confirming its decision to proceed with the allotment of the Debentures in favour of
the Debenture Holder(s) to Indian Clearing Corporation Limited, the R&T Agent shall provide the corporate
action file along with all requisite documents to the Depositories by 12:00 hours and subsequently, the pay-
in funds shall be released into the Issue Proceeds Account.

Application Procedure

The Issuer reserves the right to change the Issue Schedule including the Deemed Date of Allotment at its
sole discretion, without giving any reasons or prior notice. The Issue will be open for subscription during the
banking hours on each day during the period covered by the Issue Schedule.

Fictitious Application

Al fictitious applications will be rejected.

Basis of Allotment

Notwithstanding anything stated elsewhere, Issuer reserves the right to accept or reject any application, in
part or in full, without assigning any reason. Subject to the aforesaid, in case of over subscription, priority
will be given to investors in line with the SEBI Electronic Book Mechanism Guidelines. The investors will be
required to remit the funds as well as submit the duly completed Application Form along with other necessary

documents to Issuer by the Deemed Date of Allotment.

Payment Instructions
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The Application Form should be submitted directly. The entire amount of Rs. 10,00,000/- (Rupees Ten
Lakhs only) per Debenture is payable along with the making of an application. Applicants can remit the
application amount through RTGS/ fund transfer on the Pay-in Date.

Eligible Investors

The following categories of investors, when specifically approached, are eligible to apply for this private
placement of Debentures subject to fulfilling their respective investment norms/rules and compliance with
laws applicable to them by submitting all the relevant documents along with the Application Form (“Eligible
Investors”):

Banks;

Financial institutions;

Insurance companies;

Mutual funds;

Non-banking financial companies;

Corporate investors; and

Any other person eligible to invest in the Debentures.

oRulul=Rel-b2

All investors are required to comply with the relevant regulations/guidelines applicable to them for investing
in this issue of Debentures.

Note: Participation by potential investors in the Issue may be subject to statutory and/ or regulatory
requirements applicable to them in connection with subscription to Indian securities by such categories of
persons or entities. Applicants are advised to ensure that they comply with all regulatory requirements
applicable to them, including exchange controls and other requirements. Applicants ought to seek
independent legal and regulatory advice in relation to the laws applicable to them.

Procedure for Applying for Dematerialised Facility

A The applicant must have at least one beneficiary account with any of the DP’s of NSDL/ CDSL
prior to making the application.

B. The applicant must necessarily fill in the details (including the beneficiary account number and DP
- ID) appearing in the Application Form under the heading “Details for Issue of Debentures in
Electronic/Dematerialised Form”.

C. Debentures allotted to an applicant will be credited to the applicant’s respective beneficiary
account(s) with the DP.
D. For subscribing to the Debentures, names in the Application Form should be identical to those

appearing in the details in the Depository. In case of joint holders, the names should necessarily
be in the same sequence as they appear in the account details maintained with the DP.

E. If incomplete/incorrect details are given under the heading “Details for Issue of Debentures in
Electronic/Dematerialised Form” in the Application Form, it will be deemed to be an incomplete
application and the same may be held liable for rejection at the sole discretion of the Issuer.

F. For allotment of Debentures, the address, nomination details and other details of the applicant as
registered with hisfher DP shall be used for all correspondence with the applicant. The applicant
is therefore responsible for the correctness of his/her demographic details given in the Application
Form vis-a-vis those with his/her DP. In case the information is incorrect or insufficient, the Issuer
would not be liable for the losses, if any.

G. The redemption amount or other benefits would be paid to those Debenture Holders whose names
appear on the list of beneficial owners maintained by the R&T Agent as at the end of the Record
Date. In case of those Debentures for which the beneficial owner is not identified in the records of
the R&T Agent as on the Record Date, the Issuer would keep in abeyance the payment of the
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redemption amount or other benefits, until such time that the beneficial owner is identified by the
R&T Agentand conveyed to the Issuer, whereupon the redemption amount and benefits will be
paid to the beneficiaries, as identified.

Depository Arrangements

The Issuer shall make necessary arrangement with NSDL/CDSL for issue and holding of Debentures in
dematerialised form.

List of Beneficiaries

The Issuer shall request the Depository (ies) to provide a list of beneficiaries as at the end of each Record
Date. This shall be the list, which will be used for payment or repayment of redemption monies.

Application under Power of Attorney

A certified true copy of the power of attorney or the relevant authority as the case may be along with the
names and specimen signature(s) of all the authorised signatories of the investor and the tax exemption
certificate/document of the investor, if any, must be lodged along with the submission of the completed
Application Form. Further modifications/additions in the power of attorney or authority should be notified to
the Issuer or to its agents or to such other person(s) at such other address(es) as may be specified by the
Issuer from time to time through a suitable communication.

In case of an application made by companies under a power of attorney or resolution or authority, a certified
true copy thereof along with the memorandum and articles of association and/or bye-laws along with other
constitutional documents must be attached to the Application Form at the time of making the application,
failing which, the Issuer reserves the full, unqualified and absolute right to accept or reject any application
in whole or in part and in either case without assigning any reason thereto. Names and specimen signatures
of all the authorised signatories must also be lodged along with the submission of the completed Application
Form.

Procedure for application by Mutual Funds and Multiple Applications

In case of applications by mutual funds and venture capital funds, a separate application must be made in
respect of each scheme of an Indian mutual fund/venture capital fund registered with the SEBI and such
applications will not be treated as multiple application, provided that the application made by the asset
management company/trustee/custodian clearly indicated their intention as to the scheme for which the
application has been made.

The application forms duly filled shall clearly indicate the name of the concerned scheme for which
application is being made and must be accompanied by certified true copies of:

A. SEBI registration certificate;
B. Resolution authorising investment and containing operating instructions;
C. Specimen signature of authorised signatories.

Documents to be provided by investors
Investors need to submit the following documents, as applicable

Memorandum and Articles of Association or other constitutional documents;
Resolution authorising investment;

Power of Attorney to custodian;

Specimen signatures of the authorised signatories;

SEBI registration certificate (for Mutual Funds);

Copy of Permanent Account Number (PAN) card;

Application Form (including RTGS details).

EMMOO®>

Applications to be accompanied with Bank Account Details
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Every application shall be required to be accompanied by the bank account details of the applicant and the
magnetic ink character reader code of the bank for the purpose of availing direct credit of redemption amount
and all other amounts payable to the Debenture Holder(s).

Mode of Payment

All payments must be made through NEFT, RTGS, electronic fund transfer to Indian Clearing Corporation
Limited. The details for payments are mentioned herein below:

Name of Bank HDFC BANK LIMITED

IFSC Code HDFC0000060

Account number ICCLEB

Name of beneficiary INDIAN CLEARING CORPORATION LIMITED
Name of Bank ICICI BANK LIMITED

IFSC Code ICIC0000106

Account number ICCLEB

Name of beneficiary INDIAN CLEARING CORPORATION LTD

Tax Deduction at Source

Tax as applicable under the Income Tax Act, 1961, or any other statutory modification or re-enactment
thereof will be deducted at source. For seeking tax deducted at source exemption/lower rate of tax deducted
at source, relevant certificate/document must be lodged by the Debenture Holder(s) at the office of the
Registrar and Transfer Agent of the Issuer at least 15 (Fifteen) calendar days before the relevant payment
becoming due. Tax exemption certificate / declaration of non-deduction of tax at source on interest on
application money, should be submitted along with the Application Form.

Letters of Allotment

The letter of allotment, indicating allotment of the Debentures, will be credited in dematerialised form within
1 (One) Business Day from the Deemed Date of Allotment. The aforesaid letter of allotment shall be replaced
with the actual credit of Debentures, in dematerialised form, within 2 (Two) Business Days from the Deemed
Date of Allotment.

Refunds

For applicants whose applications have been rejected or allotted in part, refund orders will be dispatched
within 7 (Seven) days from the Deemed Date of Allotment of the Debentures.

In case the Issuer has received money from applicants for Debentures in excess of the aggregate of the
application money relating to the Debentures in respect of which allotments have been made, the registrar
shall upon receiving instructions in relation to the same from the Issuer repay the monies to the extent of
such excess, if any.

PAN Number

Every applicant should mention its Permanent Account Number (“PAN") allotted under Income Tax Act,
1961, on the Application Form and attach a self-attested copy as evidence. Application forms without PAN
will be considered incomplete and are liable to be rejected.

Alterations to the Issue

The Issuer reserves its sole and absolute right to modify the Issue Opening Date, Issue Closing Date, Pay-

In Date and Deemed Date of Allotment. In the event of any change in the Issue Schedule including the
Deemed Date of Allotment, the Issuer shall notify the sStock Exchange about such change. In such a case,
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recipients of this Disclosure Document shall be intimated the revised time schedule by the Issuer. In case
the Issue Closing Date/ Pay-In Date is/ are changed, the Deemed Date of Allotment and the Redemption
Schedule may also be changes by the Issuer in accordance with the tenure of the Debentures at its sole
and absolute discretion.

Disclaimer: Please note that only those persons to whom this Preliminary Placement Memorandum has
been specifically addressed are eligible to apply. However, an application, even if complete in all respects,
is liable to be rejected without assigning any reason for the same. The list of documents provided above is
only indicative, and an investor is required to provide all that documents/ authorisations/ information which
are likely to be required by the Issuer. The Issuer may but is not bound to revert to any investor for any
additional documents/ information and can accept or reject an application as it deems fit. Investment by
investors falling in the categories mentioned above are merely indicative and the Issuer does not warrant
that they are permitted to invest as per extant laws, regulations, etc. Each of the above categories of
investors is required to check and comply with extant rules/regulations/ guidelines, etc. Governing or
regulating their investments as applicable to them and the Issuer is not, in any way, directly or indirectly,
responsible for any statutory or regulatory breaches by any investor, neither is the Issuer required to check
or confirm the same.
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SECTION 7: DECLARATION

Municipal Corporation
Lucknow

Date: March 6, 2020

DECLARATION

The Issuer hereby agrees and undertakes:

(@)

(b)

©

(d)

(€)

For Lucknow Municipal Corporation

REN
Name: Dr. IngFamani At &

that it shall submit the documents disclosed in the Preliminary Placement Memorandum to the
Debenture Trustee in electronic form (soft copy);

that the complaints received in respect of the Issue shall be attended to by the Issuer
expeditiously and satisfactorily;

that all steps for completion of the necessary formalities for listing and commencement of
trading at all stock exchanges where the securities are to be listed are taken within the period
specified by SEBI;

that the Preliminary Placement Memorandum contains true, fair and adequate information to
enable investors to make a well informed decision regarding their investment in the proposed
Issue;

all monies received out of the Issue shall be transferred to a separate bank account.

i

Designation: Municipal Commissioner, Lucknow Municipal
Corporation
Place: Lucknow

Office: Trilok Nath Road, Lalbagh, Lucknow
Office :- 2202570, Mob. 6389300023, Fax : 2622440
E-mail : nnlko@up.nic.in
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Municipal Corporation

Dr.Indramani Tripathi i

P.C.8

Municipal Commissioner

Reﬁ:.}‘b././fz/m:..ﬁ; ........ Date:.{/K/Z/.Q.Z.Q .....

DECLARATION
I, Dr. Indramani Tripathi, Municipal Commissioner of the Issuer hereby declares that the Preliminary

Placement Memorandum contains true, fair and adequate information to enable investors to make a
well informed decision regarding their investment in the proposed Issue.

Name: Dr. lg&ﬁ i1ri
Designation: rr';%w%;ﬁioner

Place: Lucknow

Office: Trilok Nath Road, Lalbagh, Lucknow
Office :- 2202570, Mob. 6389300023, Fax : 2622440
E-mail : nnlko@up.nic.in
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ANNEXURE I: APPLICATION FORM

LUCKNOW MUNICIPAL CORPORATION
(A municipal corporation constituted under Article 243Q(1)(c) of the Constitution of India, 1949 and
established under the Uttar Pradesh Municipal Corporations Act, 1959 on February 1, 1960)
Date of Incorporation: February 1, 1960
Office: 1, Trilok Nath Road, Lalbagh, Nagar Nigam, Lucknow, Uttar Pradesh — 226001
Telephone No.: 6389300023
Contact Person: Mr. Maha Milind Lal
Email: caolmc@nic.in
Website: www.Imc.up.nic.in

| DEBENTURE APPLICATION FORM SERIAL NO. lo[ofofo]ofofo]o0[1]
Addressed to:

PRELIMINARY PLACEMENT MEMORANDUM FOR PRIVATE PLACEMENT OF UPTO 1,000 (ONE THOUSAND)
RATED LISTED SECURED REDEEMABLE NON-CONVERTIBLE BONDS IN THE NATURE OF DEBENTURES
OF THE FACE VALUE OF RS. 10,00,000/- (RUPEES TEN LAKHS ONLY) EACH, FOR CASH, AGGREGATING
UPTO RS. 100,00,00,000/- (RUPEES ONE HUNDRED CRORES ONLY) WITH A GREEN SHOE OPTION OF UPTO
1,000 (ONE THOUSAND) RATED LISTED SECURED REDEEMABLE NON-CONVERTIBLE BONDS IN THE
NATURE OF DEBENTURES OF THE FACE VALUE OF RS. 10,00,000/- (RUPEES TEN LAKHS ONLY) EACH,
FOR CASH, AGGREGATING UPTO RS. 100,00,00,000/- (RUPEES ONE HUNDRED CRORES ONLY)
COMPRISING OF SEPARATELY TRANSFERABLE REDEEMABLE PRINCIPAL PARTS (“DEBENTURES”) ON
PRIVATE PLACEMENT BASIS (“/SSUE”)

DEBENTURE APPLIED FOR:
Number of Debentures in words
AmountRs. ___ /-inwords Rupees ______ Crore Only
DETAILS OF PAYMENT:
RTGS
No. Drawn on
Dated
Total Amount Enclosed
(In Figures) Rs.______/-(In words) Only
APPLICANT’S NAME IN FULL (CAPITALS) SPECIMEN SIGNATURE
APPLICANT’S ADDRESS
ADDRESS
STREET
CITY
PIN PHONE FAX
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APPLICANT’S PAN/GIR NO. IT CIRCLE/WARD/DISTRICT __

WE ARE( ) COMPANY ( ) OTHERS () SPECIFY

We have read and understood the Terms and Conditions of the issue of Debentures contained in the Preliminary
Placement Memorandums including the Risk Factors described in the Preliminary Placement Memorandum and have
considered these in making our decision to apply. We bind ourselves to these Terms and Conditions and wish to apply
for allotment of these Debentures. We request you to please place our name(s) on the Register of Holders.

Name of the Authorised Designation Signature
Signatory(ies)

Applicant's
Signature

We, the undersigned, are agreeable to holding the Debentures of the Issuer in dematerialised form. Details of my/our
Beneficial Owner Account are given below:

Details for Issue of Debentures in Electronic / Dematerialised Form

DEPOSITORY NSDL () CDSL ()
DEPOSITORY PARTICIPANT NAME
DP-ID

BENEFICIARY ACCOUNT NUMBER
NAME OF THE APPLICANT(S)

Applicant Bank Account :

(Settlement by way of NEFT, RTGS, electronic fund
transfer)

FOR OFFICE USE ONLY
DATE OF RECEIPT DATE OF CLEARANCE

We understand and confirm that the information provided in the Preliminary Placement Memorandum is provided by
the Issuer and the same has not been verified by any legal advisors to the Issuer and other intermediaries and their
agents and advisors associated with this Issue. We confirm that we have for the purpose of investing in these
Debentures carried out our own due diligence and made our own decisions with respect to investment in these
Debentures and have not relied on any representations made by anyone other than the Issuer, if any.

We understand that: i) in case of allotment of Debentures to us, our Beneficiary Account as mentioned above would
get credited to the extent of allotted Debentures, ii) the Applicant must ensure that the sequence of names as
mentioned in the Application Form matches the sequence of name held with our Depository Participant, iii) if the
names of the Applicant in this application are not identical and also not in the same order as the Beneficiary Account
details with the above mentioned Depository Participant or if the Debentures cannot be credited to our Beneficiary
Account for any reason whatsoever, the Issuer shall be entitled at its sole discretion to reject the application or issue
the Debentures in physical form.
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We understand that we are assuming on our own account, all risk of loss that may occur or be suffered by us including
as to the returns on and/or the sale value of the Debentures.

Applicant's
Signature
FOR OFFICE USE ONLY
DATE OF RECEIPT DATE OF CLEARANCE
(TEAR HERE)
ACKNOWLEDGMENT SLIP
| (To be filled in by Applicant) SERIAL NO. | - |- - |- ] -
Received from

Address
UTR # Drawn on for Rs. on account of
application of Debenture
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ANNEXURE II: RATING LETTER

¥, © Brickwork Ratings India Pvt. Ltd.
'4 > k k 3rd Floor, Raj Alkaa Park, Kalena Agrahara
I . rlc Wor . Bannerghatta Road, Bengaluru - 560 076
) &
s 4 < P: +91 80 4040 9940 | F:+91 80 4040 9941

TN

BWR/NCD/HO/CRC/V1/0786/2019-20
04-Mar-2020

The Municipal Commissioner

Lucknow Municipal Corporation

Zone 1, Trilokinath Marg, Near Bhopal House,
Lalbagh, Lucknow- 226001, Uttar Pradesh

Dear Sir,

Sub: Validation Rating of Lucknow Municipal Corporation Proposed NCD/Bonds issue of
Rs.200.00 Crores with a tenor up to 10 Years.

Ref: () BWR Rating Letter BWR/NCD/HO/ERC/VI/0446/2019-20 dated 27t Sep 2019,
(ii) BWR letter BWR/NCD/HO/ERC/V1/0692/2018-19 dated 315t Jan 2019

(iii) BWR/NCD/HO/CRC/VI/0730/2019-20 dated 31% Jan 2020 and

(iv) Your request dated 4 Mar 2020

With reference to your aforesaid request, Brickwork Ratings wishes to inform you that Lucknow
Municipal Corporation’s proposed NCD/Bonds issue of Rs.200.00 Crores carries a
rating of Provisional BWR AA (CE)/Stable as communicated to you vide our letter
BWR/NCD/HO/CRC/VI/0730/2019-20 dated 315t Jan 2020. Instruments with this rating are
considered to have a high degree of safety regarding timely servicing of financial obligations. Such
instruments carry very low credit risk. Proposed NCD Details are provided in Annexure.

The Rating is valid till 30th Jan 2021 and is subject to terms and conditions that were agreed in
your mandate dated 17" Jan 2019, and other correspondence, if any and Brickwork Ratings’
standard disclaimer appended below. Brickwork would conduct surveillance periodically. Please
note that Brickwork Ratings would need to be kept informed of any significant information/
development that may affect your Company’s finances/ performance without any delay.

Please acknowledge.

Best Regards,

0.7 A/ / & \ \
\/‘ o v()/ \{ ;‘/ ivalone)
\W \ ‘\ ¥

Vipula Sharma
Director - Ratings and Head- Infrastructure Ratings

Note: Rating Rationale of all accepted Ratings are published on Brickwork Ratings website. All non-accepted
ratings are also published on Brickwork Ratings web-site, Interested persons are well advised to refer to our
website www.brickworkratings.com, If they are unable to view the rationale, they are requested to inform us on
brickworkhelp@brickworkratings.com.

Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources, which
are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not ine the precision or

of the information obtained. And hence, the information in this report is presented “as is” without any express or implied warranty of any kind. BWR
does not make any representation in respect to the truth or accuracy of any such information. The rating assigned by BWR should be treated as an
opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred by users from
any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any reasons.

Ahmedabad * Bengaluru « Chandigarh * Chennai * Hyderabad * Kolkata « Mumbai « New Delhi

info@brickworkratings.com | www.brickworkratings.com | CIN: U67190KA2007PTC043591
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BWR/NCD/HO/CRC/VI/0786/2019-20
04-Mar-2020

Lucknow Municipal Corporation

Annexure

Provisional Provisional

NCD/Bonds 200.00 Long Term BWR AA (CE)/ Stable | BWR AA (CE)/ Stable
Proposed

Unsupported Rating: BWR AA- (Stable)
Provisional rating will be affirmed once the final executed documents are made available
Credit Enhancement (CE) is in the form of funds available from the Infrastructure Development Fund - GoUP with T-

Structure for meeting the shortfall of the Sinking Fund and replenishment of DSRA

Page 2 of 2
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® . N .
*p‘ * ’*4‘*‘ Brickwork Ratings India Pvt. Ltd.
D 1 k k 3rd Floor, Raj
j VV , Raj Alkaa Park, Kalena Agrahara
I . rlc # or ) Bannerghatta Road, Bengaluru - 560 076
Tras hai P: +91 80 4040 9940 | F:+91 80 4040 9941
BWR/NCD/HO/CRC/VI/0730/2019-20 31-Jan-2020

The Municipal Commissioner

Lucknow Municipal Corporation

Zone 1, Trilokinath Marg, Near Bhopal House,
Lalbagh, Lucknow- 226001, Uttar Pradesh

Dear Sir,

Sub: Rating Review of Lucknow Municipal Corporation Proposed NCD issue of %. 200.00
Crores with a tenor up to 10 Years.

Ref: (i)BWR Rating Letter BWR/NCD/HO/ERC/VI/0446/2019-20 dated 27 Sep 2019 and
(ii) BWR letter BWR/NCD/HO/ERC/VI/0692/2018-19 dated 31 Jan 2019

On review of Lucknow Municipal Corporation’s performance based on the information
and clarifications provided by your Company as well as information available in the public
sources, we are pleased to inform you that the Brickwork Ratings (BWR) has reaffirmed the
rating of the Lucknow Municipal Corporation proposed NCD issue of ¥ 200.00
Crores at Provisional BWR AA (CE)/Stable [Pronounced as Provisional BWR
Double A (Credit Enhancement)]. Instruments with this rating are considered to have a
high degree of safety regarding timely servicing of financial obligations. Such instruments carry
very low credit risk. Proposed NCD Details are provided in Annexure.

The Rating is valid till the maturity of the instrument and is subject to terms and conditions
that were agreed in your mandate dated 17 Jan 2019, and other correspondence, if any and
Brickwork Ratings’ standard disclaimer appended below. Brickwork would conduct surveillance
periodically. Please note that Brickwork Ratings would need to be kept informed of any
significant information/ development that may affect your Company’s finances/ performance
without any delay.

Please acknowledge.

Best Regards,

| n~

3 Nr’ﬂ"/
Vip(,ula Sharma
Director - Ratings and Head- Infrastructure Ratings

Note: Rating Rationale of all accepted Ratings are published on Brickwork Ratings website. All non-: pted
ratings ave also published on Brickwork Ralings web-site . Interested persons are well advised to refer to our
website v rorlarati , If they arc unable to view the rationale, they are requested to inform us on

Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources,
which are deemed to be accurate. BWR has taken considerable steps to avoid any data di ion; however, it does not ine the precision or

p of thei ion obtained. And hence, the information in this report is presented “as is” without any express or implied warranty of
any kind. BWR does not make any representation in respect to the truth or aceuracy of any such information. The rating assigned by BWR should
be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred
by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any reasons.

——————————————————————— et

Ahmedabad * Bengaluru + Chandigarh « Chennai + Hyderabad « Kolkata + Mumbai‘New:Delni

info@brickworkratings.com: | www.BrickworkRatings.com |- CIN:U67190KA2007PTIC043591
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|y{rickwork’

BWR/NCD/HO/CRC/VI/0730/2019-20 31-Jan-2020

Lucknow Municipal Corporation

Annexure
Amount Previous Rating 3 ¥
o 9 R. *
Instrument (Rs. Crs) Tenure (Sep 2019) Review Rating
NCD/Bonds Provisional Provisional
Proposed 200.00 Long Term | BWR AA (CE)/ Stable | BWR AA (CE)/ Stable

Unsupported Rating: BWR AA- (Stable)
Provisional rating will be affirmed once the final executed documents are made available
Credit Enhancement (CE) is in the form of funds available from the Infrastructure Development Fund - GoUP with

T-Structure for meeting the shortfall of the Sinking Fund and replenishment of DSRA
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o L]
FET Ay

| rickwork”
RATING RATIONALE e

Lucknow Municipal Corporation

Brickwork Ratings Reaffirms the ratings for the proposed Non-Convertible
Debentures of T200 Crs. of Lucknow Municipal Corporation

05-Feb-2020

Particulars:

Imstruments !

5 . Tenure Previons
Faciliries** Previons Prezeat Present
{1-Dee-2019)
Proviziomal

oposed Provisional EWE AL 1% tak]

E"CD.'B“&; iee.00 20000 | LengTerm | goep A8 (CE) Stable {EE:’
Taoesl 2000 200000 Ex Twe Hundred Crores Ouly

*Flesae refler 1o BEWE wek s brickasodceativgs coenl for defmition of the satisgs

Urmgppasied Raing: BWRL AA- (Buable)

Credit Enhanromant (CF) & in So form of fods availablie foom the Infrastrocture Devalopmemt Foed - GolJP with
T-Eamuctors fior meeting the shortfall of the Sinking Fend 2nd replanisheent of DERA

FATING ACTION [ OUTLOOE

The ratings derives its strengths from the Luckoow being the capital city of Utiar Pradesh
economically and sirategically important for the State, comfortable monicipal fund position of
LMC, DAFA of 4 half yearly coupon pryments, struchred payment mechanism, mprovement in
the collection efficiency for property tax and fees and user charges, improvement in the

monthly collection for propenty tazes and fees and wser charges over the last three years and
roposed MCD loan of T200.00 Crores from the wndertaking for support from the Infrastnacbore
Development Fund However, the ratmgs are constrained by moderate service levels for water
and sewerage , low surphes availability and the increasing receivables posiion of LMC.

The outlook has been kept as Stable as the Bonds camry a struchared payment mechanism with
Infrasiructure Development Fund, LMC's performance likely to remain consistent fom cash
flows from property taxes and fees and user charges, grants fom the gowernment and mes
surphas being available
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Credit Strengih::

Credif Enhancement of the proposed NCD Loan: The proposed bonds carry credit
enhancement from the funds available fom Infastoctore Development Fumnd,

Government of Uttar Pradesh for meeting any shortfall in the Smking Fund andfor
DERA

Awvailability of Escrow acconnt, stroctured payment mechanism and wpfromt
DSEA: For the proposed bonds, TMC has to cyeate a separate sscrow acooumnt for the
receivables of property faxes and fees 8¢ nser charpes, Stoctured payment mechanism
has been sefup for trapsfeming of the funds from escrow account o Inferest payment
accoumt and sinking fond account. These propossd bonds alse hawve o create upfront
DEEA for 4 half vearly coupon payments

Comfortable net worth: LMC has reporied Mimicipal fimds, Beserves and Grants of
4194 42 Crores as on 31 March 2019 as against ¥4131.57 Crores as on 31 March 2018,
As on FY19, Municipal Fund and reserves was at W2721.81 Cromres and Grants,
contmbution to specific purposes was at Tl472.80 Crores.
Improvement i fhe collection efficiency: Dhming the last two years, LMC has reported
improvement in callecion of property tawes. In FY'19. property tax collection efficiency
for current dues has improved to 58.85% compared to 46.77% in the previous year
Improvement in the averape monthly collection of property faze: smd fees wser
charges: The monthly averape collection from Property Tax and Fees & User charges
has improved from ¥12.31 Crores mFY18t0 ¥234] Csm FY1R

No External debt: LMC has Outstanding unsecured loan of T625.24 Crores from the
State Government as on 31 March 2019, LMC has infonmed that the unsecured Loan will
be an mterest free loan and does ot have any fwed repayment oblization on LMC. The
same may oaly be adjnsted'deduct=d by the State Govemment from the prantstransfers
io LMC. The Loans o Reserve ratio considering the umsecured loans of LM as debt
works out to 0.23X as on 31 March 2019

Credit Bisks:

Moderate Service Levels

Low margins

Increasing Receivable level:: Total Cutstanding receivables stood at 625 83 Crores as
on FY19 as apainst ¥607.00 Crores as oo FY15.

ANATYTICAL AFFROACH AND AFFLICABLE REATING CEITERIA
For amiving at the unsapported ratings, BWE has considered the standalome finameial
performance of the LMC, structured payment mechanizm including nierest servicing accoumt,

upfront DERA comprising 4 half yearly coupon dues and build up of the sinking fund account in
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DEF A/sinking fund BWE has applied its rating methodology as detailed in the Rating Criteria
(hyperlinks provided at the end of this rationale)

BATING SENSITIVITIES
The ability of the Corporation to improve the tax revemss, collecton efficiency, ensuming
adequate fimely availability of cash flows,copfimeed suppont from the State Government and

epsuring nmely ransfer of finds from the Infrastuciure Development Fund o case of amy

Positive: Subsianfial improvement m the simochowed payment mechanism, fax collecton
efficiency, monthly collection of property tames & fees and user charges and substanrial
reduction in the receivables positon

Negative: Feduction in the monthly collection of property tax and fees and user charges or any
sharp reduction in the available surplos in the Mumscipal Corporation and delay in mesting the
shorifall m the DEFA‘sinking fond oblizations as per the fripartte agreement from
Infrastruciure Development Fund.

LIQUIDITY INDICATORS

LMC reports adeguate Nouidity pesitton. As on 31 March 200189, LMC has not availed any
external debt apart fom umsecured loaps from the Gowvemment of Utar Pradesh. LMW has
mformed that the umsecured loan will be an imberest free loan and does mof have any fimed
repaymeni oblization oo LMC. The same may ooly be adjusted'deducted by the State
Government from the grants/ransfers to LMC.

The LMC proposes to maise T200.00 Crores as Bonds with tenor of 10 years for which the
property tames and fees and wser charges have been escrowed. LME has reporied awemage
momthly cash flows of ¥19.21 Crs in FY' 15 and ¥23 41Cs m FY 19 from property taxes and fees
amd wser charges. The awerage cash flows generaied from property taxes and fees and wser
charpes are adequate for huilding up the fimds in the Inferest Payment account and for the
Smking Fupd account for meeting the debt oblizations. In case of shortfall of the funds from
LMC, as per the tmipariite agreement, GollP will mansfer the shorifall of imds available from
Infrastructure Development Fund for replepishment of DERA and shortfall of funds in sinkng
fimd accoumt.

Diraft terms of the proposed NCI:

The tenor of the propesed BNCDbonds will be 10 years and the redempfion starts from the expiry
of 4* year from the Deemed Date of Allotment, in 7 (Seven) STEFPs. LMC has to create Debit
Service Beserve Account (DSFA) account, Inferest Payment account and the sinking fiond . Also,
an escrow account will be created and the cash flows received from the property tax and fees and
uszer charges will be mansferred o this escrow acommt,

waw Drickworkmiings.oom Fap= 2ol @
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in ithe smking fund acooumt (created for princpal repayment) in femms of the mpartte
azresment between the State Gowemnment, the Debenhoe Tmsiee and the Izsoer. The
Government of Uttar Pradesh (“the GolJPT/"State Governmient™) has fssued an order
dated Faly 30, 2019 ("Governmental Ovder”}wherein they hawve creafed a policy for
utlisaton of the funds in the Infrasmacmre Development Fund for credit enhancement
and other oeeds of local bodiss to promote’ incepttnise ssuance of mumcpal bonds.
Parsuant to the Gowvermmental Jrder, the Issuer has appooached the GolUP for enfering
iniy a fmpardte apresment with the Debenbore Tmosiee and the Issuen] Trpartitse
Apresmeni™) in mespect of the Debenhures, for agreeinz apd covenanfing o make
payment of fimds from the Infrasmucture Development Fund in terms of such agresment:

o imto the debt service reserve account for creation of the apfroot DSEA Ampuant,

o ioto the debf service reserve accounft on the ocourrence of a DERA Amount
Shartfall; and

o iofo the Sinking Fund Account on the ecoumence of a Sinking Fund Mismaich.

« DSEA Acconni: Upfont DERA equivalent to four succeeding half yearly coupon
payments has to be created.

& Imteresi Payment Account: On each of the first 5 (Five) Trapsfer Dates oconming
each 12 Month Block, an amount equivalest to 20% (Twenty percenf) of the Coupon
payment fo be made on the 1st Coupon Payment Diate in such 12 Mooth Block and amy
farther imterest pawable as per the terms of the issuance and apy shortfall in earlier
conimibution shall be transfermed to the Inferest Payment Account. On sach of the §th to
10th Tramsfer Dates ocouwming in each 12 Mooth Block, an amount squivaleat to 20%
(Twenty percent) of the Coupon payment to be made on the Jnd Coupon Payment Date
in such 12 Month Block and any forther mierest payable as per the terms of the issuance
and amy shortfall in easlier comtritnetion shall be mansferred fo the Interest Payment
Account

# Sinking Fond Acconnt: On each of the first 10 (Ten) Trapsfer Dates oconming in each
12 Month Block, an amount egoivalant to 1/10th of 10% (Ten percent) of the [szoe Size
and amy shaortfall in earlier comtmbation shall be transfemed to the Smking Fund Acoount.
Any shortfall in the fonds awvailable in the Escrow Account to complete the aforesaid
transfers to the abowe accouni(s) shall be made good by LMC by transfer from other
acooumi(s} of LMIC.

¢ Covernment of Imdia (Gol) Incentive: Mimstty of Housing and Urban Affairs,
Government of India, mfends to incentivize upio 11 ULBs during the financial year
2019-20 for issuing Municipal Bonds on “first come, first serve™ basis, based on the date
of iszae of bonds. The meentive amoumt has been limmited to 13 Crs for every T100 crs
of bonds issoed and upto a mazicnam of 200 Crs waorth of bonds per ULE will be
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incentivized under the scheme LMC 5 expectsd to get this incentive for the proposad

bond issue from the Government of India which amount shall be depoesited in the Escoow

Account a5 and when received from Gol. Within 5 (Five) days of receipt of the Incentive

in the Escrow Account, the Issoer (LMC) shall uiilise such incentive amoumis to create

fiwed deposits with any scheduled commercial bank with a dual rating of A4+ or above.

However, the condifions of the fixed deposits shall not restrict premature withdramral

from the fzed deposit A Len shall be created in fawor of Diebenture Trustes over such

fiwed deposits thooughout the temor of the Debentures. Inferest amounts samed on such

frzed deposits shall be wilisable by the Isswer, in accordance with the terms set out i the
Transaction Documents.

Structured Payment Mechanism:

Inferest Payment &Mechanizm:

& The Debenfure Trustee shall check the amount lying to the credit of Interest Payment
Account at 25 (Twenity Five) days prior to the Coupon Payment Date{T-25 days). In case
of any shorifall in amount, the Debennare Trostes shall intimate LMC of the shorifall and
LMC shall make good the shortfall in the Interest Payment Account prior to the date
falling10 (Ten) Days prior to the Coupon Payment Date (T-10 days). _ _

# In case of shorfall in any amount in thelmterest Payment Account at 9 ($¥ine) Days prior
in the Coupon Payment Date (T-9 days), the Debenture Tnastee shall trigger the payment
mechamism and shall mstmact the Bank to Tansfer the shorifall amount from the Debt
Service Feserve Account fo the Intersst Payment Accoumt on or prior to the date falling 8
(Eizht) Days prior to the CouponPayment Date (T-2 days). The Coupon shall be paid by
LMC on the Coupen Payment Date (T

& In case DSRA is uilized to fopd the shorifall m the Inferest Payment Accoumt in respect
of apy Coupon Payment Date, immediately afier the transfer of the DSEA or part thereaf
io the Imferest Payment Account and i any event prior to 7 (Seven) Days prior to the
relevant Coupon Payment Date (T-7 days), the Debenbare Trusteewoald issuwe a notice in
writing to the Issoer (amd the GolJP shall be informed by marking a copy fo the
GolUF).Cn the issuance of such notice, LMC shall make pood the shartfall in the Debt
Sarvice Beserve Account prior fo the date falling on the melevant Coupen Payment Date
(T).

# In the event that the shorifall is not made pood by LMC oo the relevant Coupon Payment
Date (T}, the Debenfure Trustes shall issoe a nofice o GoUBand the Issoer shall be
informed by marking a copy fo the Issuer) on the date immedistely succeeding the
relevant Coupon Payment Date (T+1). On issuance of such nofice the State Government
shall remit funds {ntilized from DSEA o fund the shortfall m inferest payment accoumnt)
v replenish DSEAwithin 15 (Fifteen) days from the relevant Coupon Payment Date
(T+15) by deposiimg such amounts mio the DSR4
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Principal repayment {Sinking Fond) Mechanism:

@ The Debenture Trustee shall check the balance in the Sinking Fund Account prior to the
end of each 12 Month Block and [ case of any shortfall in the Sinking Fund Acoommt ie.
Sinkimz Fund Mismatch, it shall be replenished as per the following mechanism

% The Debenture Trustee shall check the amount lying to the oedit of the Sinking Fund
Account at 25 {Twenty Five) days prior to the end of each 12 Month Block (T-25 days).
In case of apy shortfall i the amoust, the Debenture Trustes shall intimate LMC of the
shortfall {and the GollP shall be mformed by marking a copy to the GolUF) and LM
shall make good the shartfall m the Smking Fund Acommt prior fo the date fallmg 15
(Fifteen) days prior io end of each 13 Month Block (T-15 days).

% In case of shortfall in amy ameunt still persists m the Sinkims Pund Accoumt at 14
(Fourteen) days prior to the end of each 11 Month Block (T-14 days), the Debenmre
Trustes shall mipger the payment mechanism and f3sue a notice to GoUP (and the Tssuer
shall be informed by marking a copy o the Issuer). On the issoance of such notice, the
State Government shall remit fimds to fimd the shortfall in fo the Sinkinz Fund Acoount
prior i the end of each 13 Month Block (T).

& The redemption shall be mads by LMC on the relevant Bedemption Dates.

LxiC PROFILE
Lucknow Mumicipal Cooporation (LMC) is administered wnder the Utiar Pradesh Mumicipal
Corporation Adhiniyam, 1939, Til The year 12B4, Lucknow was knowm as Mumicipal
Commities howewver in the same vear it was given the name of Mumicipal Beard and contioed
fll 1950 Lucknow Magar Mahapalika was constituted v the year 1960 under Uttar Pradesh
Mapar Mahapalika Act 1959, At the tme of constthrton, the total area under s junsdiction was
48 5g Em which was expanded four times to 101 5g Em, 107 5 Em and 330 5g Em. in the
vear 1987, Under the T4th Constitufion amendment act Lucknow Nagar Mahapalika was again
re-l'_l:nsummduu?rl.ﬂi_ﬂ and given the statas of Municipal Corporation.
The area umder LMC is divided imto eight zones and further subdivided imto 110 mumicipal
wards. It has a coverage area of 350.50 sq. kms, and serves a population of 28.17 lakh as per

2011 census with a populaton density of 3049 personSg. Fm.
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EKey Financial Indicacers Unirz FY18 FY19
Total Incoma Tl 23010 o36.19
Todal Expenditire Tl 814.06 THLAL
Surple: Before Interest and Depreciation Tl 137.04 16356
Mot Surple Tl 1645 392
Bunicipal Fund and Besarves TCm 4131.57 4194.42

EEY COVENANTS OF THE INSTEUMENTTACILITY RATED

rk’

The proposed NCD's of ¥200 Crs bas credit enhancement in the form of fonds availabls from
the Infrasouciure Development Fumd opfomt DSEA of 4 half yearly coupon payments,
stmactured payment mechanism for mismatch or sherifall in the cash flows for mesting the dabd
oblizations as detailed in the pamzTaphs abave.

NON-COOPERATION WITH PEEVIOUS BATING AGENCY IF ANY : NA
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RATING HISTORY FOE THE PREVIOUS THEEE YEARS

Inzermment | . .
Facilite: Current Eating (2000 Earimp History
Temare
(Lomg Apscunt . - 22-Oict- 31-Mar-
Tam (T Crs) Rating e 018 W17
Shart Term)
Frovizienal
BWE AA (S0) Stable
(4-Fab-2015)
P]'npn;ed Provizienal Frovizienal
NCD Long Term | 200.00 BWE A4 BWE AA (S0) Stable - -
Bonds [CEY Stable (08-Fab-2019)
Frovizienal
BEWE AA {CE)Y Scable
{1-0ct-2019
Tssuer Rating Witkdraws | Withdrawal | BWR
Rating Lenz Term | - - (25-Mar-2019) Notice | A-/‘Stable
Taotal 2000 ¥ Two Hundred Crores Ounly

COMFPLEXTITY LEVELS !‘.}F 1'EI£ I'.\STF.I.'.':.iL"qTE-
For more mformation, Visi W

HyperlinkReference to applicable Criteria
. G ] Criters

= Approsch to Fimancal Eages
« PublicFi Mepicigsl and Urbas Local Bodies

= Credic Eokapotment
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Ansbrtical Contucts Izvestor and Mledia Relations
Sowmyn Yadkam
Boand: EEB;}W Ext309
sowara i brickwerkratings, com Zisza Thakur
= ’ Aszistent Vice Praident - Corporate Commemications
Vipula Skarms —Sir ]ﬂj|g-%:| nescom
Director— Batings = ’
Boand: QR0 20400099 Ext: 3130
|_wipulasihrickworkmoting com

For print and digital medis

The Eaxting Raticzale iz went to yoa for the sole parposa of dissemsination Sevmgh your prnt, digial or dkcromc
moda. Wik it moy bo med by you acknowiedzng credit to BWWE, pleass do not change the wordings in the:
mtcnals v podd comeeying 2 meaning difewat from what wes nkeded by BIWE. BAVE. alons has the wlo right of
sharing (both direct and fdirect) if: rafionales for consideration or otheraise Soomgh ay print or electmsic o
ficital eadks

Ahbont Briclowerk Ratng: Brdoaork Ratmes (FWE), a SEBI regiered Cmedt Bating Agency, acoredited by BEL
amd eopemaled by MEIC, offers Bank Loan, MCD, Comamercial Paper, MEME rating: and pading warices.
MABARD kos eenpemaled Briciraork for MFI 2nd NGO gradng. BWE & acoredited by IREDA & dhe Miniuy of
Mew and Renewahle Ensrgy (MMEBE), Govemment of India. Brickeodk Rating: has Canara Bank, a leading public
sector bamk, 25 it promober and stategic parner. BAVE. kas it corpomis office in Benphm and 2 coumtry-mids
presenca with i offices in Abmedibad, Chamdigarh, Cheonzi, Hyderabad, Eoliortz, Munshal and MNew Diethi 2long,
with representxthees in 150+ locations.

DISCLAIKMFE Bockoork Fating (BWE) ba: asdgmed the rating based o e information ob@ined from e
ssner and ofbar ralizble soross, which @ desmed o be accurte. BIWE kas tzken considembls stepes to aveid amy
data disborticer. howesror, 3 doss mot sommine the precizion or completeness: of the informtion chrimed. And bomce,
the infoomation i dhis report & preseoied “2s is” withon 2y expres o impled wamamty of amy kind EWE doss
oot mzks Ay represeniation in respect 1o the trath or accomacy of &y mch information. The mitng assigned by
BWE. should be teated as an opimon rathar than a reconnsordasion 1o by, sell o bold @ raied instromont and
BWE. skall not bo Exblks: for amy losses. incumred by msems froms amy use of s report or it confents. BWE b the

oght to change, vespend or withdrew the rating: af amy tme for amy mason
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Dr. Indramani Tripathi (IAS}
Municipal Commisaioner
Lueckisorw Mumideipal Corpomation
Trlokingth Marg, Wear Lalbagh,
Lucknow -2 26001

Uttar Pradesh

March 5, 2020

Kind Atin: By, Indramani Tripathi (I45), Municipal Commissioner

Dear Sir,

Re: Lacknow Munkdpal Corperation®s (LMC) Proposed Non-Converdible Debentures (NCIDs)
Indin Ratings and Research (Ind-Ra) is pleased to communicate the following rafing:-

- INEZ,000 millien NCDs : Provisional IND AA/Stable

In sssuing and maintaining its ratings, India Ratings relies on factual information it receives from issuers
and underwriters and from other sources India Ratmgs believes to be credible. India Ratings conducts a
reascnable inveatigation of the factual information relied upon by it in accordance with its ratings
methodology, amd obtaing ressonable verification of that information from independent sources, o the
extent such sources are available for a given security or in a given jursdiction,

The manmner of India Rafings” facmual inveatigation and the seope of the third-party verification it obtains
will vary depending cn the nature of the rated security and its issuer, the requirements and practicss in the
Jjurisdiction in which the rated security is offered and sold andfor the issuer is located, the availability and
nature of relevant public information, access to the management of the issver and il advisers, the
weailability of pre-existing third-party verifications such as audil reports, agreed-upon procedures letters,
appraizals, actuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of independent and competent third-party verification sources with respest o the
particular secarity or in the particular jurisdiction of the issuer, and & variety of sdher factors,

Usera of India Ratings’ ratings should understond that meither an enhanced factual investigation nor any
third-party verification can ensure that all of the information India Ratings relies on in cormedtion with a
mating will be accorate and complete. Uliimately, the issver and its advisers are responsible for the
accuracy of the information they provide 1o India Ratings and to the market in offering documents and
other reports. In isswing its ratings India Ratings must rely on the work of experts, including independent
awditors with respect to financial statements &nd silomeys with respect to legal and tax matters, Further,
ratings are inherently forward-looking and embody assumptions and predictions about future cvents that
by their nature cannot be venified as ficts. As a result, despite any verification of current fects, ratings can
he affected by finure events or conditions that were not anticipsted #1 the lime o rating was issued or

affirmed.
gk
AleloE

India Ratings & Research Private Limited A Fitch Group Company
Lewvel 16, Tawer B Epitome, Building Ma.5 , DLF Cyter Ciy, Phase-2IL Gurusgram - 122 0032, Haryana, India
Tel +371 124 S6E7H00 | Fac +37 124 S687237 | CINALLPIN: UST100MHI9SSFTC1 40046 | wwawindiaratings.coin
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Inddia Ratings seeks to contimuously improve s ralings eriteria and methodologies, and perodically
updates the descriptions on its website of i1s criteris and methodologies for securitics of & given type. The
erteria and methodology usesd to defermine a rating sction are those in effect ar the tme the razing sction
15 taken, which for public ratings is the date of the related miing action commentary. Each rating action
commentary provides information abo the critenia and methodology used to arrive at the stated rating,
which may differ from the peneral criteria and methadology for the applicable security type posted on the
websile af a gmiven Gme. For this reason, you should always copsult the applicable rating action
commentary for the most accurate rmformation on the basis of any given public rating,

Ratings are hased on catablished eriteria and methodologies that India Ratings is contimuously evaluating
and updating.  Therefore, ratings are the collective work product of India Ratings and no individual, or
group of individuals, is solely responsible for a rating. Al India Ratings reports have shared aathorship,
Individuals identified in a India Ratings report were involved in, bat are not solely reaponsible for, the
opinions stated therein.  The individuals are named for contact purposes only.

Ratings are nod a recommendation or sugeestiom, directly or indirectly, 1o vou or any other person, 1o buy,
scll, make or hold any inveatment, loan or security or to uodertake any investment steategy with respect 1o
any investmen!, boan or secunty or any issuer. Ratings do not comment on the adequacy of marked price,
the suitability of any investment, loan or security for a particular fnvestor (inchading without Kmitation,
any accounting andfor regulatory treatment), or the tax-exempt nature or taxability of payments made in
respect of any investment, loan or security, India Ratings is not your advisor, nor is India Ratings
providing to vou or any other party any financial advice, or any legal, suditing, accounting, appraisal,
valuation or actuarial services, A rating should not be viewed as & replacement for such advice or
services, [nvestors may find India Ratings’s ratings to be important information, and ndia Ratings notes
thist you are responsible for communicating the contents of this letter, and any chonges with respect to the
Tating, to investoss.

It will be immortant that you promptly provide us with all information that may be material to the ratings
50 that our ratings continue to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on
Rating Watch duc to changes in, additsons 1o, accurscy of or the inadequacy of information or for any
other reason India Ratings deems sufficient.

MNothing i this letter is intended to or should be comsiroed &5 creating a fidueiary relationship betwesn
Inddin Ratings and you or between India Ratings and any user of the ratings,

In this letter, “Indin Ratings” means India Ratings & Rescarch Pyl Lid. and any successor in inferest,

We are pleased to have had the opportunity (o be of service to you.  If we can be of fonher assistance,
pleasa contact the undersigned at +91 22 4000 1700,

Sincerely,
Imufia Ratings .
Uit N
—— e
Devendra Kumar Pani Zunil Kumar Sinha
Senor Dhrectar Director
Lucknaw Munkeipsl Corper liuri 5 March 2020 - o

Page 116 of 225



Preliminary Placement Memorandum

FOR PRIVATE CIRCULATION ONLY AND CONFIDENTIAL (For the Addressee only)

IndiaRatings
& Research

Dr. Indramani Tripathi (IAS)
Municipal Commissioner
Lucknow Municipal Corporation
Trilokinath Marg, Near Lalbagh,
Lucknow -226001

Uttar Pradesh

February 12, 2020

Kind Arn: Dr. Indvamani Tripathi (1AS), Municipal Commissioner

Dear Sir,
Re: Rating of Lucknow Municipal Corporations’s Proposed Non-convertible debentures

India Ratings and Research (Ind-Ra) has assigned a provisional rating to Lucknow Municipal
" Corporation’s {LMC) non-convertible debentures (NCDs) as follows:

Instrument Size of Issue (million) Rating/Outleok " Rating Action
*Proposed NCDs INR2,000 Provisional IND AA/Stable Assigned

*The final rating will be assigned following the final issuance and the receipt of the final documentation,
conforming to the information already received by Ind-Ra.

In issuing and maintaining its ratings, India Ratings relies on factual information it receives from issuers
and underwriters and from other sources India Ratings believes to be credible. India Ratings conducis a
reasonable investigation of the factual information relied upon by it in accordance with its ratings
methodology, and obtains reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given jurisdiction,

The manner of India Ratings' factual investigation and the scope of the third-party verification it obtains
will vary depending on the nature of the rated security and its issuer, the requirementis and practices in the
jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and
nature of relevant public information, access to the management of the issuer and its advisers, the
availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters,
appraisals, aciuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of independent and competent third-party verification sources with respect to the
particular security or in the particular jurisdiction of the issuer, and a variety of other factors.

Users of India Ratings’ ratings should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information India Ratings relies on in connection with a
rating will be accurate and complete, Ultimately, the issuer and ils advisers are responsible for the
accuracy of the information they provide fo India Ratings and to the market in offering documents and
olher reports. In issuing its ratings India Ratings must rely on the work of experts, including independent
auditors with respect to financial statements and atorneys with respect to legal and tax matters. Further,
ratings arc inherent]y forward-looking and embody assumptions and predictions about future events that
by their nature cannot be verified as facts, As a result, despite any verification of current facts, ratings can
be affected by future events or conditions that were not anticipated at the time a rating was issued or
affirmed,

India Ratings & Research Private Limited A Fitch Group Company
Wockhardt Tower, Level 4. West Wing, Bandra Kurla Complex, Bandra (E), Mumbai 400051
Tel: +91 22 4000 1700 | Fax:;+91 22 4000 1707 | CIN/LLPIN: UGT100MHT995FTC14004% | www.indiaratings.codn

Fitch Group
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[IndiaRatin gs
& Research

Fitch Group

India Ratings seeks to continuously improve its ratings criteria and methodologies, and periodically
updates the descriptions on its wehaite of its criteria and methodologies for securities of a given type. The
criteria and methodology used to determine a rating action are those in effect at the time the rating action
15 taken, which for public ratings is the date of the related rating action commentary, Each rating action
commentary provides information about the criteria and methodology used to arrive at the stated rating,
which may differ from the general criteria and methodalogy for the applicable security type posted on the
website at a given time. For this reason, you should always consult the applicable rating action
commentary for the most accurate information on the basis of any given public rating.

Ralings are based on established criteria and methodologies that India Ratings is continuously evaluating
and updating. Therefore, ratings are the collective work product of India Ratings and no individual, or
group of individuals, is solely responsible for a rating.  All India Ralings reports have shared authorship.
Individuals identified in a India Ratings report were involved in, but are not solely responsible for, the
opinions stated therein. The individuals are named for contact purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy,
sell, make or hold any investment, loan or security or to undertake any investment strategy with respect to
any investment, loan or securily or any issuer. Ratings do not comment on the adequacy of market price,
the suitability of any investment, loan or security for a particular investor (including without limitation,
any accounting and/or regulatory treatment), or the tax-exempt nature or taxability of payments made in
respect of any investment, loan or security. India Ratings is not your advisor, nor is India Ratings
providing to you or any other parly any financial advice, or any legal, auditing, accounting, appraisal,
valuation or actuarial services. A rating should not be viewed as a replacement for such advice or
services. Investors may find India Ratings’s ratings to be important information, and India Ratings notes
that you are responsible for communicating the contents of this letter, and any changes with respect to the
rating, to investors.

It will be important that you promptly provide us with all information that may be material to the ratings
so that our ratings centinue to be appropriate, Ratings may be raised, lowered, withdrawn, or placed on
Rating Watch due to changes in, additions to, accuracy of or the inadequacy of information or for any
other reason India Ratings deems sufficient,

Nothing in this letler is intended to or should be construed as creating a fiduciary relationship between
India Ratings and you or between India Ratings and any user of the ratings.

In this letter, “India Ratings™ means India Ratings & Research Pvi, Ltd. and any successor in interest,

We are pleased to have had the opportunity to be of service to you. If we can be of further assistance,
please contact the undersigned at +91 22 4000 1700,

Sincerely,

India Ratings

Lo ean

Rakest Valecha Abhishek Bhattacharya
Senior Director Director
Llldl.l‘ll}; Mun_l'cipal Corporation 12 February 2020
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A UG RO [ 0T

India Ratings Assigns Lucknow Municipal Corporation's
Provisional NCDs 'IND AA/Stable

12

FEE 2020

By Bhushan Josh)

Inaila Fatings aind Peseanch (Tnd-Ra) has assigned & provEonal rtng oo Ludonow Municipal Cosporition s
[LMC) non-omwerthie: deberThres [RO0E] 25 Follows:

Lewaty urraitt Doteof | Couwpen | Msturlty | Skeof | Robeg/Oubock | Rsting
Tyea Lasuaie Rate Cate Lasue Bctlon
(imilllun]
*Propsd I, 000 Proisioral IND | Assigni
WIS BT

T firaal raiing will e aasignesd folowing the fral Esianoe and the recept of the Mnal dooumentation, confiorming @
i IO Jinaady reoskaad by Ind-Ra.

Bond's Purpesa: LMC plyrs o b e proposes] bonds: for part. Minancing of several projecs sech o6 waler supply
scherne, rsmation of sewer shytions under The Al Misckn for Rehivenation and Urban Transfomation [AMRLT)
scheme and consinecton of a paddng It and a commencal-resideniial scheme. The sancioned amount o e
projects b TR, 254 millon, of which LMC would fund TRIE2,000 millon from S proossds of e propoessd bonds 35
part of B owm o enpuity confrbubion, with the bofanoe being funded by te osporaton with s oosn funds o By
gerasTiment of Tradla [Gol) and gowesnimasnt of (Uit Pradesh [Gol ) thiough granis.

Analytical Approedh: The mdng of e propose] NODS B a reflection of the operationsl and fnancal performrance of
LM, the nanse of M et desets, Strengh of the STudured pryment medtankm and aspecied healty debt
SIS DONEGE.

Thee: rating & boeed on stablliy in ithe peformance: of sets which ane propeed 0 be escroesd [propesty G, fees and
sy chawgiss) and the enforceabile nabere of these oribsctions by T oorporation.

The rating aloo fados n 2 sound egal foundation and stnactured  payment mechanism, which & monkomed and
ool by the Tinstee T Structunsd payiment meschankem S o] by 2 pre-finded dehi Senioe nemsne 20Tt
(DSRET monstiuing of four Seend-annsl inisrest inslmenis, inlsres peryment aooount (TRAT and Sinkoing fund socvasnt
(EFR). The prospesed WODs will be oo af & fasd rate of interest that midgaies e nierest moe gk,

nad-Fa abs ks comien Pom e infisruciie Desbepment Furd (IDF), which & rvallable 1o meal DERA
s ity i SFA IDF b dunded cutl of the eddllional slamp duly paid on Fahsler feosrds ol
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immevable properties in Be shie of Uber Presesh LG & antiled 1o fecehe B4 cwn share during D yaer fem IOF,
which resides with T shiie gevemmmenl bised on U popay feghlralion under s juisdicion In sddiion, Ba
AERUT ipcaflhea of INRDS milloh |19% of o vl &f bond, slbjecd I & fiximim INR00D millof feos valie) o
B v o M Dl ugon o feon of Tri MOD will ke Prowile dupsaf in B b of add Do el e ool sleval

The miing bermils fom S LWCS creeiage of Sebl servcing oblgalons (inbeesl iyl + plopoflonats piincpal
dupokiied in SF& o bl of princdpal edemsion | shich ind-Ra ecpests o namelh abose 20 The agehcy speds

the crmrags of LMC's melromenl-vel debl safvicing obligalion, based ofn Ba FY 10 moabables Bom propeity b,
s, e chirged afd potentisl IDF and AMSLUT neanlhe, B e fealiy o e fediim eem
KEY RATING DRIVERS

hideguscy of Ecrowel Revemse Stresm Lnder the propieed studune, meenoes Troem propesty s, fess and
ey NS, AN RO i b esowiad fof serwicing of the dedit repaperent cbgations. Thi escrowsd oolksions
willl b st utlises] for meeting e minimum boskbnee reguired o be iransfeved io e TP and SPA. The surpie fands,
IF any, can b Tansiemed i o geneal fnd Soooungs) of BN manipal meporalion upon 3 one-Ome weimen
reirartion of e Debenture Trosie: for such monthiy pesiod. The pewenue from Tehe: Sresms grew o 3 CAGR of
L vty FY14-FrLS o INEE11. D million. The o retebeabies fom property s, Moo and uiser COhanges,
and addiional cash fows {yearly share of IDF and inoenbve under AMALIT) ane e o provide strong o o
LM diet serdee: oldigatione.

Structured Debt Servicing Mocksnksm: Under the studue, o DSRA funded one day before he pay-in date with
an amount sgual o four half-pearly inierest paymens will be pul In plce. & all B, e DSRA & i be maintine
it Poasr sucresting hall-waarty intesst poymenis. LMC shall Set @ B Separte noBan oo oot inby hich the
fLaniis: Bing In S0CouniTs] in which the property G, fees and wser charges are colecied by LMC shall be bansfeed

fior et servicing.

O the ransfer date (date immedaicly preceding aach monthly annlverswy of e deemed date of allatment), funds
pawboed I esonew socount Shall be used in e foliosing ofder of prioeby:

Oy s of e first Mve Tanafer dabes of the 1 Zanonth bicack, an amownt equivalent  20% of the oospon
et iy be made on the frst coupon: pesTnent dake, and iy fusther interes popable 25 per Bhe iemns off
e basance and any shoetfall in earer aonirbotion shall be ransfsmed o te P&, On aach of te seth o
e ienth ansfer dabes of the year, an amoint agubabent o 3% of T coupon pasrnent 0o be made on the
sennd oaspon payment daie inosech (3-month biock ard any fusther inierest payabie and 2y shortfall in
earler coniribuiion shall be raredermed o e TR

On each of the first 10 barsfer dairs conuing in each 12-monsh block, an amount equisient o 1710th of
20% of this i stre, 20 any Shortfal in thie sarier contribution shall b transfemed o the SFA. The account
will be duly monibored on an ongoing basks Including on each of T st 10 Fansfer dabes ooruning In each
12-monh bioc

Ay shordall inthe Runds: srsaliable in e esovow Sooont D oompiete the aforesaid transfers i e above
acvvisnes shall be made good by LAC by ansfer friom BS ot aomunds). Refer o the Mnnesiee for e
Striectune's detalis sl monioning mechanismn.

Trisites Monltoring. The debenune mimes, o beralf of the debenia: hoikers, Shall hove an sedEhe sl oaege
an the: eorpoe aomount, DERA, TPA,, SFA and ary penitied imsesments made fom tese oot for e ke
beefit of thi debenie holdrs. The et depieied in DSRA, TPA and S04 shall be ed solely for mestng e
debenire holders’ dues. Mo amount can b withdswn from Teese aooounis without the approsal of dederie
T~

Infrastruchiine Devalopmant Fund Support: The GollP, via an onder Beusd on 30 July 2049, oreiedd & pollcy o
e willkaiion of e furds in the TDF for credlt enhancement and offey nedds of ool bodies, i promoie;’ incenBiss
Enanie of mMuracipel bonds, Further, the GolW will be anbeing 2 Dipartie Sgresment with e debenbine ot Jnd
e ksuesr For making funds awaliable: from the IDF, in o of any shorall in Te DERA for indenss. paymenis of e
SFA for prindipal redemption. The: IDF oot of 0.5% of e amount of 3% additional stamg duty pakl on ransler
pexnwdks: of imenovable properthes in Te sabe. The focal bodies pereéee Swdir shane of Swese funds a5 per e number of
regisirations that have @ien plee under el jurledbdion. LHC mordves these: flands Trom e Sale Qowemimsnt 35 par
IS, Feuire TR
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Dl Servien Covarnga: A1 FYELS, the LMC had an inierest-free debt of INRE, 52 4 million froen the GolP for which
pad I e COMPOREn on 3 monthly baeks. The abeence of iy Interes serviding obiliga@ons reilied ino 2 healty
crelit prndile for e Coporason.

Ind-Ra epeds LMCS DECR o remain comiforiable o aboee I ower the medium e, @king nim conshkierytion the
debt senvice obiigations. from e Eoance of the proposed NCLE of TNESL D00 millon. The agency Jkeo expects the
cowerage of ks instrument-leved debit servicing obligations, baesd on the moshsabies Fraom propety G fess and weer
charges, [DF and AMRLUT incente, i remain healihy oeer The st bem. 1nd-Ra will ceosly monkon the ooreerage
dequacy duiing the entire e of e NS,

Uhguildity Indikator — Adequebe M7 Ruidty poclion & supporied by capial grants i fund capes, moderaie:
cxh and bank balnoes and wnendembered investmens. Debt svicng mouirement taining b bonds will be
Dsnchomd by wedsy of esaryow Of meceeabibess fom propsrty G and fees and ey chaeges. The oepodation's cesh balsnors
and irrestrenis shood ot DMRS 5901 millon, & on 31 March 2049, Ind-Ra espests e Eoukdity peoflle sty
Sl ot T st R

Capital Utlisation and Ovic Services Dellvery. Capinl espenditune core@ited 53.33%, o0 an seerage, of he
ol ependiure duing Frli4-FYLE The capitl espesrd e Capil iNCome mitk: dearmged af L19% with cpes: funded
by QOVISTHTIENT QRN ety thee Same imediame. The mepomton k underiing severl watesr spply, Sesemage wirks,
coretrsction of pebilc spaces urder AMRLT, and offey schemes which ore in various sges of progness.

Ghvzn the quallty of Chic infrastrucne and with the new 3 being mergad with T LMC, which will inTeace LHCs
ey wndey jerisdicion fom The curvent 350 km i 568 o n The COepeOration nesds b make frther invisamenis.
The corporaion’s servioe defkesry ek for the water, sewerage and solld washe segments remained resmge, a5
reflacied in Cowernge network [Woler supplyt 65.33%, cewage nelwork: 5081%; sold wisle managEment serdoe:
E733%] 2= aingt the bendhimark bewels of 100%: for each servios sef by T Minkdry of Howsing and Urban AfTais.
The par i Supply of water siood at 153 Wres par apha oy day (bendurarkc L35 s poy caplt per day).
Homseer, e pesformance of LMC was ks than ddeuale 0 senioss such 22 segregation of municipal solid wasie;
WiEREwANIET Fecyche and PeLme; houss Of waies supply and medudion in unacoormied iunbilled waler supply dusing FYL4-
FYES.

Scope fer Imprevement In Own Revenus: M5 own ncome i@l seeenue income m@iso stood o 52.20% i
FYLE, whith was at 365.90% in P14, Ind5a especs T o I metaln showe 50% over T mediam . The
agerey belesass these B sonpe for LMC o incresee the share of 1S own reveiie i the il reenie ncome; T,
this would depend on e Improvement in effidendy in oolection of propesty e LMC's property G, fees 2nd wser
charges milertion eficency was modest, bt volbille during FYIEFYLE, ot 25%-30%. Propeity G, averaged over
95% of e Pevenue and anmend 2% of total operating revenus ncome.

LMC has Dobsn Sevesal Msisanes 1D imgeove s coliecdon for IS property Gimis and other Ezocabed Dees. Ik has
smwied the Jeographic information sysem sureey of 15 e, which will help @ Bring I mofe propertes wnder B
amemment. Addtiorally, The cofporation has saed &-pyments and ako Sed op with several banks Snd enabiesd
i payTrens inesece for the collertion of these Des. Thi: propes Ty D coliection in FY20 witnessesd Moyt
O BCCOAUNE OF Tresss IMEEcanes.

Low Opearating Margina: LHCs operating manging sveaged at just beivw 1% e FY14-F8. Howseer, LMC had
negaties mvenue baanoe in FYIG and P8 due o faster geowih n the resenue sspendiire (verage 3% yoy) than

the: resque Faospes (Feeage 3% yoy). The higher growsh in the revenue sqendiure was bigely iggered by I3%
Yoy Ivesage grosth in adminidTative ependiiee and 3% aeeage growih In estabihment spendiure over Frid:
FYLE. LMC has projecied the revene suspis for Fri9 (Redssd Estimate) ot THR 3938 million and budgesed THR
3555 million for FYo0 {Sudgeted Estimane).

RATING SEMEITIVITIES

The: rating of e HCDs will be downgraded on a downgrade in LMCS ralng, which forms the staring point for S
rating of these FCDs.

Pasiliiva: Fubire devsiopments. that could, individualy o coletheely, fead I 2 pociive Rating action include
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IO Taln B O IMaFgine bo oF Sbowe 3056 on 3 estained hack
‘ol property e collection &fMidency at or abose 45% on a aEiined back

Hagathve: The: foliowing dewslopments oo, indidially o colisvely, kesd o @ negatiee rating action:

treach of Mnandial coeseant and dewiytion from st perement mschan ki

unaiicipaned inoeace in debt evels reslting in 5CR fallng bedow 2 for Do Corscutiee yoars
highes dependende on Qrants and'or deleriradon in resens balanoe for T OONenUTe PR
ol propesty s collection efMickency faling bedow 3% for Taed OONGenUd: e

COMPANY PROFILE

LMC, aien knoew 25 Rager Higam Lucnow, k& e municipal comporation responeibe for e Chic infras nechuse and
administration of Ludmow, Uittar Pracesh. Ludinow & the: caplial diy of the sate of Uit Pradesh. LMC wis
coretitned in E994 and oumendy has jursdieion on e Lusdimow Municipal Ares and & gowesmisd by the Utiar Pradesh
Municipal Comporation Act, 1959, LWC has ursdiction ower an s of 350 sq. o aned 2 popastation of 2.8 millon (=
per Cansus of Tndia 2001}

FINARCIAL BUDGET SUMMARY

Far teulaia Frig Frid [Revised Estmate)
Fuseeavae: lrecome: (THR, millon] £ BE4A5 1141150
Bumprnion: wxparaiuee (IN2 millon] 524508 18,067.74
Russenve: baiance THR mllion) 064 938

Faitis

Copll espendiurefio mependiue (%) 515X 4L.7E%

ey e LS e B o (3] 106 7% e E5%

Source: LME, Ind-Ra

ANMEXURE

The usboe monlio g mechaniam b o mentonod bealves

The debentune i shall e the smount king in the IPA o T-25 Dy, where T & the due daie of payment. In
e off iy shioratall i amodnt, e dehesnisne Dstee shall imtmabe LHC on the shorsill and LMC shall make good The
shortfall in e TPA by T-20 doves. Tn case of o shortfall in the IPA of T-9 dins, e debenbise Tustes shall rigger the
parameenl machankm and shall st e DSRA-mainkining bank 0o rarefer the shortfall amount from  the TSRA o
thie TPA on o prior bo T-B dos. The coupon shall be pabd by the LHC on the due dote. In case of any shoetfall in e
(DSRA, yompdint, The debeniine Truster would iform LM and e GolW and o e Bsusnie: of Sedh nobioz, LMC shall
repienish the DERA prior o She date: falling on e relsant DOUpon peyTnent die [T). In the eesnt Tl the sharfall B
il Prdeche: Qi Dy LML o Tt Feieviant COUDOn Py Nt doie (T, e debeniure tretee shall Saes 2 nodos o GolP
ared LMC on the dabe immediiely siooeeding T relisant omspon [hment date (T+1) On Euance of s a
o, the: GoUP shall remi finds o replaiih DSRA within T+ LS days by dapesiiing S ST in i the DERA

For the prindpal redempbion, te debeniure tustes shall chedy e amount keing In e 554 on T-25 dows befor the
ared of each 13-maonth bindk In case of any shorfal in the amount, te dehenhre s shall intdmake LSC and
Gol# of the shorfal and LMC shall make: good the shorcfall in the SRk befiore T-15 days In @se 3 shortfall silll
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persiEis i The SFA 3t T-14 dores o the daie of redemplion, e debentune trusiee shall wriges the papmeni madhankam
o B 3 notics 0 Gol P, On e Bmonce of such 3 nobioe, the stle goeesTiment shall remlt funds fom the IDF b
fisnd the shartfall in i e SRR prior Bo the nedemgion doie

COMPLEXITY LEVEL OF INSTRUMENTS

For cemils on the compledty level of e retramens, plese via IT0S Cwiney J00 EESONGE 00 i COMGesdty RS
SOLICITATION DISCLOSURES

https:/fwww.indiarating

Additonal inforraton & aealabe of wv . indarsings ooin. The raiings abose wee solichies by, oF on behal’ of, e
[mmey, and therefore, Indly Ratings hae bees compensatnd for T provision of the: ritings.

Faytings: 3w nol & receendation oF suggeston, dinectly or indisedly, by you oF 30y other pesson, 0 by, sell, make
o hioid vy Ineesiment, an oF sty of b underie any ieestment siraiegy with, Pespect o any irsesiment, an
oF SeiFly OF Iy ST,

ABDUT INDIA RATINGS AMD RESEARCH

Aboit Indla Ratings and Reseaich: [nda Patings and Research [Ind-Ra) = Indla's e respemed oedl mdng
gy Comimitied W peoedding Indl's oredlt morkelt Joourdie, Srely and prospecthe redit opinkbre. Bult ot a
foundation of independsnt thinkdng, figorous analthcs, and an open d balanaesd approach Iowards oedl reesch,
Ind-Ra hae grown rapidly during the pest decade, Jaining Significant market pressnce in Tndia’s Mesd iroome market.

IndrRa osrently mainkiie osverage of oorporale Bmeers, fMnanclyl rebitdons (indieding bonks and s
companies], france and kg companies, managesd funds, urban iocal bodies and projec finanos oompankss.

Headrsanersd i Mombal, TndEa hos ceasn brandeh offioess bocansd In Ahmedabod, Bengabiru, Chennal, Dedhd,
Hyderabad, FKolbain and Pune. Ind-fa b recognised by the SecuriSes and Eschange: Board of Tnda, the Reserss Bank
of Treclias and Matioral Hodssing Baink.

Trafla Riatings: & 3 100 ownexd subcidiry of thee Filch Grosp.
For mone: informaition, wisk sww Indiaeings.co.n.
DISCLAIMER

ALL CREDIT RATINGE AESIGMED EY THDLA RATINGS ARE SUBIECT TO CERTAIN LIMITATIONS AND DRSCLAIMERS.
FLEASE  READ  THESE LIMITATIONS  ARND  OIS0LAIMERS BY FOLLOWING THIE  LIHK:
; . TN ADDITION, RATING DEFINITIONS AND THE TERMS
W&FMME!\MMHEWWWW
PLBLISHED RATINGS, CRITERLA, AMD METHODOLDGIES ARE AWADLASLE FROM THIS SITE AT ALL TIMES. TRIDTA
RATINGE JODE OF DORDUCT, CORFIDENTIALITY, COHFICTS OF INTEREST, AFFILIATE FIREWALL, COMPLLANCE,
ARD OTHER RELEWANT POLICIES AND FROCEDURES ARE ALSO AWVATLABLE FROM THE CODE OF COMDUCT S5CTION
OF THES 5ITE

Applicabile Criteria

Lo and Siaie Govemment Rating Crieda
Tau-Zuppori=d Rating Crisra
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Erimary Analyst
Bisusham Joshi
Anyst
India Ratings and Research Pyt Lid Wockhardt Towers, 4th floor, West Wing Plot C-2, G
Block, Bandra Kurla Complex Bandra [East), Mumbai 400051
+91 72 40356113

aecongary Anaivat
Anuradhs Basumatan

Associate Director
+91 72 40356173

Commities Charperson
D Devendia P&t

Chie=f Bromomist amnd Head Public Finanoe
+91 11 43567251

Miedia Rejation
Ankur Cahiye

Manager — Corporate Comrmunication
+91 2 40356121
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ANNEXURE lll: RESOLUTIONS

-
B A Tl uw— »-

TRUE EXTRACT OF CORPORATION MEETING HELD ON 5™ DECEMBER 2018 '

Raising of Secured Taxable Non-Convertible gonds in the nature of Debentures on
private placement basis by Lucknow Municipa) Corporation (“LMC” or the “Issuer” or
the “Corporation”)

The Corporation passed the following resolution in its meeting held on 5™ December 2018:

1. “RESOLVED THAT the Corporation may raise Secured Taxable Non-Convertible Bonds
in the nature of Debentures (hereinafter referred to as ‘Bonds’) aggregating up to a
maximum limit of Rs. 200.00 crore including green shoe option, if any in one or multiple
tranche(s) in the financial year 2018-19 on private placement basis for funding the
Corporation’s share in implementation of various projects under AMRUT Mission as well
as implementation of various other projects of the Corporation and which may be listed on
any recognized stock exchange as per the terms and conditions, in accordance with SEBI
(Issue And Listing Of Debt Securities By Municipalities) Regulations, 2015; Securities
Contracts (Regulation) Act, 1956; SEBI (Issue and Listing of Debt Securities) Regulations,
2008; and also any other laws, rules, directions, notifications, circulars issued by the
Government, or any other regulatory authority, in this regard.”

i

Rl il

2 “FURTHER RESOLVED THAT the Bond Issue Committee (‘Bond Committee”) be
constituted comprising of the following: |

Municipal Commissioner and/ or

Additional Municipal Commissioner and/ or
Chief Finance and Accounts Officer and/ or
Chief Tax Assessment Officer of the Corporation

And that the Bond Committee be and are hereby jointly and severally authorized to decide
the quantum, time and nature of bonds, mode of issuance, appointment of various
agencies and intermediaries including but not limited to credit rating agencies, registrar,
trustee, legal counsel, depositories, stock exchange, etc, minimum subscription, retention
of oversubscription, extension of the issue and/or early closure of the issue etc”.

3 “FURTHER RESOLVED THAT the Bond Committee are hereby jointly and severally
authorized to take all further actions, do all necessary acts/ deeds, sign all necessary
documents/ contracts/ agreements/ deeds/ instruments/ applications and writings as it
may, at its discretion, deem necessary and desirable and incidental thereto. Amongst
other things, the Bond Committee shall be authorized to do the following: s

intment of credit rating agencies, trustee, legal
e, bankers to the issue, etc. a:
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Proposal for extension of time for Municipal Bond to be issued by Lucknow Municipal Corporation

With reference to Hon’ble House from the Hon’ble House with the permission of Hon’ble Mayor , the
Agenda reference of General meeting on 19/9/2019 on Page 30,31,32 & 33 to be taken on 5/12/2019 .

In the said proposal all the references in the F.Y. 2018-19 should be replaced by the references for the
2019-20 and it would be expedient to grant approval within the maximum financial limit of 200 crores as

continuation of the bond.

Sd/- Sd/-
Chief Finance & Accounts Officer Municipal Commissioner

Lucknow Municipal Corporation Lucknow Municipal Corporation

Resolution No-(73) Approval given unanimously.

b
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IRUE EXTRACT OF CORPORATION MEETING
HELD ON 191H SEPTEMBER 2019

Raising of Secured Taxable Non-Convertible Bonds in the nature of

on private placement basis by Lucknow Municipal

Debentures
Corporation ("LMC" or the "Issuer’ or the "Corporation")

Pursuant to the resolution passed by the Corporation at its meeting held on
December 5, 2018 ("Earlier Resolution'), the Corporation has been
authorised to issue secured taxable non convertible bonds in the nature of

debentures (Bonds) aggregating up to a maximum limit of Rs. 200 Crores,
including green shoe option, if any, in one or more tranches, specifically in
the financial year 2018-19. The aforesaid resolution is hereby modified and
restated for the issuance of the Bonds by the Corporation, as per the terms of

the aforesaid resolution and upto the limits specified therein, irrespective of

the financial year in which such Bonds are issued.

Municipal Commissioner

Chief Finance & Accounts Officer
Lucknow Nagar Nigam

Lucknow Nagar Nigam
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Municipal Corporation
Lucknow

1

CERTIFIED TRUE COPY OF THE RESOLUTION PASSED IN THE MEETING OF THE BOND ISSUE
COMMITTEE OF THE LUCKNOW MUNICIPAL CORPORATION HELD ON THE 6™ DAY OF MARCH,
2020

CONSIDERATION AND APPROVAL FOR OFFER AND ISSUANCE OF UP TO 1,000 (ONE THOUSAND)
RATED, LISTED, SECURED, REDEEMABLE NON-CONVERTIBLE BONDS IN THE NATURE OF
DEBENTURES OF THE FACE VALUE OF RS. 10,00,000/- (RUPEES TEN LAKH ONLY) EACH UPTO AN
AGGREGATE NOMINAL VALUE OF UP TO RS. 100,00,00,000/- (RUPEES ONE HUNDRED CRORE
ONLY) WITH A GREEN SHOE OPTION OF UPTO 1,000 (ONE THOUSAND) RATED LISTED SECURED
REDEEMABLE NON-CONVERTIBLE BONDS IN THE NATURE OF DEBENTURES OF THE FACE
VALUE OF RS. 10,00,000/- (RUPEES TEN LAKHS ONLY) EACH, FOR CASH, AGGREGATING UPTO
RS. 100,00,00,000/- (RUPEES ONE HUNDRED CRORES ONLY), COMPRISING OF SEPARATELY
TRANSFERABLE REDEEMABLE PRINCIPAL PARTS

“RESOLVED THAT pursuant to the provisions of the Uttar Pradesh Municipal Corporation Act, 1959,
Securities and Exchange Board of India (Issue and Listing of Municipal Debt Securities) Regulations, 2015
and the rules made thereunder and pursuant to the resolution of the Corporation in its meeting dated
December 5, 2018, the approval of the Bond Issue Committee be and is hereby accorded to the to issue up
to 1,000 (One Thousand) rated, listed, secured, redeemable non-convertible bonds, of a face value of Rs.
10,00,000/- (Rupees Ten Lakh only) each, of an aggregate nominal value of up to Rs. 100,00,00,000
(Rupees One Hundred Crore only) with a green shoe option of up to 1,000 (One Thousand) rated listed
secured redeemable non-convertible bonds in the nature of debentures of the face value of Rs. 10,00,000/-
(Rupees Ten Lakhs only) each, for cash, aggregating up to Rs. 100,00,00,000/- (Rupees One Hundred
Crores only) comprising of 7 (Seven) separately transferable redeemable principal parts (“STRPP(s)’)
being STRPP A, STRPP B, STRPP C, STRPP D, STRPP E, STRPP F and STRPP G each of an amount
and tenor as set out in drafts of the term sheet and the transaction documents, copies whereof were tabled
before the Bond Issue Committee (‘Debentures”), for cash, in dematerialised form on a private placement
basis (‘Issue”), in such manner and upon such terms and conditions, as are set out in the drafts of the term
sheet and the transaction documents, copies whereof were tabled before the Bond Issue Committee.

‘RESOLVED FURTHER THAT the Bond Issue Committee be and is hereby authorised to appoint Catalyst
Trusteeship Limited as the debenture trustee for the Issue (“Debenture Trustee”).”

‘RESOLVED FURTHER THAT the proceeds of the Debentures shall be utilised by the Corporation towards
the fundingeof (a) the Jankipuram water supply project in Abhishekpuram at Lucknow, and (b) the

1

Office: = Trilok Nath Road, Lalbagh, Lucknow

Office :- 22052570, Fax : 2622440
E-mail : nnlko@up.nic.in
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Aurangabad-Khalsa (Khasra no. 1650 Kha, 1686 Sa, 1686, 1704, 1706, 1709 Kha, 1711, 1713 Kha, 1707,
1013 Tehsil-Sarojini Nagar) near Omaxe City Residential Scheme.”

“RESOLVED FURTHER THAT the Bond Issue Committee be and is hereby authorised to create and
perfect (a) first exclusive first ranking floating charge over present and future receivables of property tax,
fees and user charges, (b) first and exclusive charge over the escrow account and the account(s) where
the property tax, fees and user charges is collected and/ or pooled by Lucknow Municipal Corporation in
each case to the extent of the property tax, fees and user charges collected and/ or pooled in each of such
accounts, (c) first and exclusive charge over the debt service reserve account, interest payment account
and sinking fund account (which are opened/ to be opened in terms of the Issue), the funds lying in each
such account and any investment(s) made from these account(s), and (d) first and exclusive charge over
the investments made in terms of the transaction documents for the Issue and the investments made by
utilising the AMRUT incentive, in favour of the Debenture Trustee, in such manner and upon such terms
and conditions as may be agreed with the Debenture Trustee and execute such writings, documents and
evidences and do all such acts, deeds and things as may be required, in that regard including without
limitation execution of the deed of hypothecation and filing of the relevant forms as may be required under
applicable law from time to time in this regard.”

“RESOLVED FURTHER THAT Dr. Indramani Tripathi (Municipal Commissioner), Mr. Amit Kumar
(Additional Municipal Commissioner), Mr. Maha Milind Lal (Chief Finance and Accounts Officer) and Mr.
Ashok Singh (Chief Tax Assessment Officer), be and are hereby severally authorised to:

(a) to approve, finalise and execute or cause to be executed or ratify on behalf of the Corporation the
information/ preliminary placement memorandum/ placement memorandum, the debenture trustee
agreement, escrow agreement the debenture trust deed, the deed of hypothecation and all other
deeds, documents, undertakings, mandates, agreements, instruments and writings in favour of the
Debenture Trustee, the debenture holder and/or any other person as may be required in
connection with the issuance of the Debentures;

(b) to execute or ratify, on behalf of the Corporation, the necessary or requisite agreement(s) for the
appointment of KFin Technologies Private Limited, as registrar and transfer agent in relation to the
Debentures and to provide all such documents and information as may be required in this regard;

(c) to execute or ratify, on behalf of the Corporation, the necessary or requisite agreement(s) for the
appointment of Catalyst Trusteeship Limited, as debenture trustee in relation to the Debentures
and to provide all such documents and information as may be required in this regard;

(d) to execute or ratify the necessary or requisite agreement(s) with the National Securities Depository
Limited and/or the Central Depository Services Limited, for the issue of the Debentures in the
dematerialised form and to provide all such documents and information as may be required in this
regard;

(e) to do all such acts, deeds and things, and negotiate, finalise, ratify and execute all such
documents, writings and evidences including without limitation the necessary or requisite
agreement(s) with any accredited rating agency, as may be required by the Debenture Holder or
the Debenture Trustee, for procuring a rating of the Debentures, and in this regard to provide all
such documents and information as may be required for this purpose;

Sl0 e 3T 2
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() to proceed and obtain listing of the Debentures on the wholesale debt market segment of BSE
Limited (‘BSE") under applicable law and to finalise, execute and if required amend and ratify the
necessary or requisite agreement(s) with the BSE and to provide all such documents and
information as may be required by the stock exchange, for the purposes of listing the Debentures;

(9) to do all such acts, deeds, things as may be required in connection with the issuance of the
Debentures including, without limitation, the opening and operation of bank accounts, opening and
operation of demat accounts, opening and operation of escrow accounts, appointment of advisors
as may be required and making payment of their fees;

(h) to execute or ratify, on behalf of the Corporation, the necessary or requisite agreement(s) for the
appointment of HDFC Bank Limited, as escrow banker in relation to the Debentures and the
banker to the Issue and to provide all such documents and information as may be required in this
regard;

(i) negotiate, finalise, ratify and execute all such documents, writings and evidences including, without
limitation, the necessary or requisite agreement(s) with an electronic book mechanism provider for
establishment of connectivity with the EBP platform and to do all such acts, deeds and things
required in terms of the relevant circulars and directions issued by the Securities and Exchange
Board of India and the relevant electronic book provider for making the private placement of the
Debentures through the EBP platform;

) to negotiate, finalise and execute or ratify amendments to such executed documents and other
documents as and when they become necessary and to sign letters of undertaking, declarations,
agreements and other papers which may be required.”

“RESOLVED FURTHER THAT the approval of the Bond Issue Committee is hereby accorded to the
mechanism for the redressal of the grievances of the investors (as set out in the investor grievances
redressal mechanism policy tabled before the committee) in relation to the Issuer.”

“RESOLVED FURTHER THAT the Bond Issue Committee hereby formulates and adopts the materiality
policy in relation to the disclosures to be made in the preliminary placement memorandum/ placement
memorandum to be issued in connection with the issuance of the Debentures and sets the following
thresholds for disclosures: (i) criminal proceedings, actions by regulatory and statutory authorities and other
litigations with respect to the Corporation and/ or the members of the Bond Issue Committee which may
have an adverse impact on the position of the Issuer, the operations of the Issuer and the projects which
are being funded by the proceeds of the Debentures, shall be considered as material and the details
thereof be disclosed in the preliminary placement memorandum/ placement memorandum; (ii) creditors of
the Corporation in relation to civil work shall be considered material and the details thereof be disclosed in
the preliminary placement memorandum/ placement memorandum; (iii) the contracts and agreements of
the Corporation for value exceeding Rs. 1,00,00,000 (Rupees One Crore) shall be considered as material
and the details thereof be disclosed in the preliminary placement memorandum/ placement memorandum.”

“RESOLVED FURTHER THAT the preliminary placement memorandum dated March 6, 2020 which has
been tabled before the Bond Issue Committee be and is hereby approved and the preliminary placement
memorandum may be filed with the Securities and Exchange Board of India and BSE.”

| ) :
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‘RESOLVED FURTHER THAT the aforesaid resolutions shall come into effect immediately and a copy of
the foregoing resolution certified to be a true copy by any of the Municipal Commissioner or the Additional
Municipal Commissioner may be furnished to such parties concerned with respect to the aforesaid
resolutions.”

CERTIFIED TO BE TRUE

FOR LUCKNOW MUNICIPAL CORPORATION

Srre Y
£ 2uTA

A St
Dr. Indramani Tripathi

Municipal Corqrpiésipﬁgra—\g;gg
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ANNEXURE IV: BUDGET DOCUMENTS
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ANNEXURE V: DEBENTURE TRUSTEE CONSENT LETTER

et @i

CL/MUM/18-19/DEB/549
December 20, 2018

To,

Lucknow Municipal Corporation
Nagar Nigam

Lalbagh

Trilok Nath Road

Lucknow -226001

Dear Sir,

Consent to act as Trustee for Secured, Listed, Rated, Taxable, Redeemable, Non- Convertible
Debentures aggregating upto Rs. 200 Crores to be issued by Lucknow Municipal Corporation
(“Issuer”).

The Issuer and the Trustee shall enter into relevant trustee agreements and other necessary
documents for the aforesaid issue of NCDs and also agrees & undertakes to comply with the
provisions of the SEBI (Debenture Trustees) Regulations, 1993 and the Listing Agreement
pursuant thereto to be executed with Bombay Stock Exchange(BSE)/ National Stock
Exchange(NSE), to the SEBI (Issue and Listing of Debt Securities by Municipalities) Regulations,
2015 and any other applicable statutes, regulations and provisions as amended from time to time.

We are also agreeable for inclusion of our name as trustees in the Issuer's offer
document/disclosure document/ listing application/any other document to be filed with the
Stock Exchange(s) or any other authority as required.

Yours faithfully,

We Accept the above terms
For Catalyst Trusteeship Limited For Lucknow Municipal Corporation

N Lakiass |
Authorized Signatory Authorized Signatory

An 1S0:9001 Company

CATALYST TRUSTEESHIP LIMITED (FORMERLY GOA TRUSTEESHIP LIMITED) B

Mumbal Office Office No. 83 - 87, 8th Floor, B Wing, Mittal Tower, Nariman Point, Mumbai 400021 Tel +91(022) 4922 0555 Fax +91(022) 4922 0505 E-l' E
Regd. Office GDA House, Plot No. 85, Bhusari Colony (Right), Paud Road, Pune 411 038 Tel 491 (020) 25280081 Fax +91(020) 25280275

Delhi Office Office No. 213, 2nd floor,Navrang House, 21 Kasturba Gandhi Marg, New Delhi- 110 001, Tel, 011 4302910)

CIN No. U74999PN1997PLC110262 Emall dt@ctitrustee.com  Waebsite www.catalysttrustee.con =]

Pune Mumbal | Bengaluru | Delhi Chennal
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ANNEXURE VI: ILLUSTRATION OF BOND CASH FLOWS

lllustration of Bond Cash Flows

Issuer

Lucknow Municipal Corporation

Face Value (per security)

Rs. 10,00,000 (Rupees Ten Lakhs)

Issue Date/Date of Allotment

March [e], 2020

Redemption [o]

Coupon Rate [o]

Frequency of the Coupon Payment with specified

dates [o]

Day Count Convention Actual/ Actual

Cashflows Date No. of days in Amount (In Rs.)
Coupon Period

1st Coupon [o] [e] [e]
2nd Coupon [o] [o] o]
3rd Coupon o] [o] [o]
4th Coupon [o] [o] [e]
5th Coupon (o] (o] [o]
6th Coupon [o] [o] [e]
7th Coupon [o] [o] [e]
Principal [o] [o] [o]
Total [o]
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ANNEXURE VII: LETTER FROM THE PRINCIPAL SECRETARY, URBAN DEVELOPMENT DEPARTMENT,
GoUP

00, e, 10437/ 3:9-302¢[s8R g T

Urban Development, Urban Employment &

‘ Poverty Alleviation Department
Government of Uttar Pradesh

824, Bapu Bhawan, Lucknow

Ph. No.- 0522-22394673, 2238263 (F)

Lucknow : Dated : 48032@0

‘Deepak Kumar
‘ LAS.
Principal Secretary

|, Principal Secretary, Urban Development Department, Government of Uttar
Pradesh, hereby confirm and certify as under.

: (@)  Lucknow Municipal Corporation having its head office at Trilok Nath Marg, Lalbagh,
Lucknow is the municipal corporation of Lucknow;

{b)  Lucknow Municipal Corporation was validly constituted on February 1,1960 under
Article 243Q (1)(c) of the Constitution of India, 1949 and in terms of the provisions of
Uttar Pradesh Municipal Corporations Act, 1959 vide the notification dated January
18,1960 bearing reference number 41 Ma-PRA-II/XI-C-12:Corp-59.

b

(Deepak Kumar)

A. K. Capital Services Limited (*‘Merchant Banker’”)
30-38 Free Press House, 3rd Floor, Free Press Journal Marg,
215, Nariman Point, Mumbai -400 021, Maharashtra, India
Kind Attn: Mr. Varun Kaushik

HDFC Bank Limited (‘‘Merchant Banker’”)

Peninsula Business Park, 4th Floor, Tower B,

Senapati Bapat Marg, Lower Parel,

Mumbai —400 013, Maharashtra, India

Kind Attn: Mr. Gaurav Shah
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