RED HERRING PROSPECTUS

Dated October 23, 2006

Please read Section 60B of the Companies Act, 1956
100% Book Building Issue

INSPIRING GROWTH

LANCO INFRATECH LIMITED

(Our Company was originally incorporated on March 26, 1993 as “Lanco Constructions Limited” in Andhra Pradesh with its registered office at 1-8-50/G, 2"
Floor, Krishna Nagar Colony, Prenderghast Road, Secunderabad — 500 003 and received its certificate of commencement of business on March 31, 1993. With
effect from June 2, 1994, the Company shifted its registered office to Ground Floor, Visaka Towers, 1-8-303/69/3, Sardar Patel Road, Secunderabad - 500 003.
The Company further shifted its registered office, with effect from July 12, 1998, to Lanco House, 141, Avenue #8 Road #2, Banjara Hills, Hyderabad — 500
034. On November 24, 2000 the Company’s name was changed to “Lanco Infratech Limited"”).
Registered Office: Lanco House, 141, Avenue #8, Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India;
Tel: (91 40) 235 40695/697/701/703; Fax: (91 40) 2354 0699; Contact Person and Compliance Officer: C. Krishnakumar;
Email: krishnakumar@lancogroup.com; Website: www. lancogroup.com
PUBLIC ISSUE OF 44,472,381 EQUITY SHARES OF RS. 10 EACH FOR CASH AT A PRICE OF RS. [®] PER EQUITY SHARE AGGREGATING
RS. [®] MILLION BY LANCO INFRATECH LIMITED (THE “COMPANY”) (“THE ISSUE"). THE ISSUE COMPRISES A NET ISSUE TO THE PUBLIC
OF 43,972,381 EQUITY SHARES OF RS. 10 EACH (THE “NET ISSUE"”) AND A RESERVATION FOR ELIGIBLE EMPLOYEES OF UP TO 500,000
EQUITY SHARES OF RS. 10 EACH, AT THE ISSUE PRICE. THE ISSUE WOULD CONSTITUTE 20.00% OF THE FULLY DILUTED POST ISSUE
PAID-UP EQUITY CAPITAL OF THE COMPANY.THE NET ISSUE WOULD CONSTITUTE 19.78% OF THE FULLY DILUTED POST ISSUE PAID UP
EQUITY CAPITAL OF THE COMPANY.
PRICE BAND: RS. 200 TO RS. 240 PER EQUITY SHARE OF FACE VALUE RS. 10.00
THE FACE VALUE OF THE SHARE IS RS. 10.00 AND THE FLOOR PRICE IS 20.0 TIMES OF THE FACE VALUE AND THE CAP PRICE

IS 24.0 TIMES OF THE FACE VALUE.

In case of revision in the Price Band, the Bidding Period/Issue Period shall be extended for three additional days after such revision, subject to the Bidding/
Issue Period not exceeding ten working days. Any revision in the Price Band, and the revised Bidding Period/ Issue Period, if applicable, shall be widely
disseminated by notification to the Bombay Stock Exchange Limited (“BSE”) and the National Stock Exchange of India Limited (“NSE”), by issuing a press
release and by indicating the change on the web sites of the Book Running Lead Managers and the terminals of the Syndicate.

In terms of Rule 19(2)(b) of the SCRR, this being an Issue for less than 25% of the post Issue capital, the Issue is being made through the 100% book building
process with an allocation of at least 60% of the Net Issue size to Qualified Institutional Buyers, with a minimum of two million securities being offered to
the public and the minimum Net Issue size being at least Rs. 1,000 million. Out of the 60% of the Net Issue allocated to Qualified Institutional Buyers on
a proportionate basis, 5% shall be available for allocation to Mutual Funds. Also, up to 10% of the Net Issue would be available for allocation to Non-
Institutional Bidders and up to 30% of the Net Issue would be available for allocation to Retail Individual Bidders on a proportionate basis, subject to valid
bids being received from them at or above the Issue Price. If at least 60% of the Net Issue cannot be allotted to Qualified Institutional Buyers, the entire
application money will be refunded.

RISK IN RELATION TO THE FIRST ISSUE

This being the first public issue of Equity Shares of the Company, there has been no formal market for the Equity Shares of the Company. The face
value of the Equity Share is Rs. 10 per Equity Share and the Issue Price is [e] times of the face value. The Issue Price (as determined by the
Company, in consultation with the Book Running Lead Managers, on the basis of assessment of market demand for the Equity Shares offered by
way of book building) should not be taken to be indicative of the market price of the Equity Shares after the Equity Shares are listed. No assurance
can be given regarding an active and/or sustained trading in the Equity Shares of the Company or regarding the price at which the Equity Shares
will be traded after listing.

We have not opted for the grading of this Issue.

GENERAL RISKS

Investment in equity and equity related securities involves a degree of risk and investors should not invest any funds in this Issue unless they can
afford to take the risk of losing their investment. Investors are advised to read the risk factors carefully before taking an investment decision in this
Issue. For taking an investment decision, investors must rely on their own examination of the Issuer and the Issue, including the risks involved. The
Equity Shares have not been recommended or approved by the Securities and Exchange Board of India (SEBI) nor does SEBI guarantee the
accuracy or adequacy of this Red Herring Prospectus. Specific attention of investors is invited to the section titled “Risk Factors” beginning on
page xv of this Red Herring Prospectus.

ISSUER’S ABSOLUTE RESPONSIBILITY

The Issuer having made all reasonable inquiries, accepts responsibility for and confirms that this Red Herring Prospectus contains all information
with regard to the Issuer and the Issue, which is material in the context of the Issue, that the information contained in the Red Herring Prospectus
is true and correct in all material aspects and is not misleading in any material respect, that the opinions and intentions expressed herein are
honestly held and that there are no other facts, the omission of which make this Red Herring Prospectus as a whole or any of such information or
the expression of any such opinions or intentions misleading in any material respect.

LISTING

The Equity Shares are proposed to be listed on the BSE and the NSE and the Company has received in-principle approvals from these Stock
Exchanges for the listing of its Equity Shares pursuant to letters dated August 22, 2006 and August 30, 2006 respectively. For purposes of this Issue,
the Designated Stock Exchange is the NSE.

BOOK RUNNING LEAD MANAGERS REGISTRAR TO THE ISSUE
=
N TF=" kotak &,
IM MORGAN STANLEY m 0ICICI’Securrrres Investment Barking P
JM Morgan Stanley Enam Financial ICICI Securities Limited Kotak Mahindra Capital | Intime Spectrum
Private Limited Consultants Private Limited|ICICI Centre, Company Limited Registry Limited
141, Maker Chambers |lI 801, Dalamal Towers H.T. Parekh Marg 3rd Floor, Bakhtawar C-13, Pannalal Silk Mills
Nariman Point , Nariman Point Churchgate, 229 Nariman Point Compound, LBS Marg,
Mumbai 400 021, India Mumbai 400 021 Mumbai 400 020 Mumbai 400 021 Bhandup, Mumbai 400 078
Tel: (91 22) 6630 3030 India India India India
Fax: (91 22) 2204 7185 Tel: (91 22) 6638 1800 Tel: (91 22) 2288 2460 Tel: (91 22) 6634 1100 Tel: (91 22) 2596 3838
Email: Fax: (91 22) 2284 6824 Fax: (91 22) 2282 6580 Fax: (91 22) 2284 0492 Fax: (91 22) 2594 6969
lanco.ipo@jmmorganstanley.com| Email: lanco.ipo@enam.com| Email: lanco_ipo@isecltd.com|Email: Website:
Web site: Website: www.enam.com Website: lanco.ipo@kotak.com www.intimespectrum.com
www.jmmorganstanley.com Contact Person: Ashish www.icicisecurities.com Web site: www.kotak.com | E-mail:
Contact Person: Vibhor Kumar / | Kumbhat Contact Person: Vaishnavi Contact Person : Ajay isrl@intimespectrum.com
Mayank Jain Reddy/ Ratnadeep Acharyya | Vaidya Contact Person: Haren Modi
BID ISSUE PROGRAM

BID/ ISSUE OPENS ON : MONDAY, NOVEMBER 6, 2006 BID/ ISSUE CLOSES ON : FRIDAY, NOVEMBER 10, 2006




TABLE OF CONTENTS

Page
SECTION I = GENERAL ..........ooiiiiieieeste et s e e s se e s ese s s e s ne s se e s ne e snn e s s e e ae e s en e s nennnennnes i
DEFINITIONS AND ABBREVIATIONS .......ttiiiitiiieiinsiressiessssesssessssesssessssesssasssesssessnsesssesssesssessasens i
CERTAIN CONVENTIONS; USE OF MARKET DATA ..o sreee e e s e e xiii
FORWARD-LOOKING STATEMENTS ....oottiiiieiie et sn e sre e snesnee s xiv
SECTION Il = RISK FACTORS ........ooiiiiiiiiieiiisssetssse s e s e e see s s s ssse e ss s sse e e st s s e e sneesnesnnessanensneansns XV
SECTION HI—=INTRODUCTION .......c..eoiiiiiieieeesieiesees s eesee s e e s seessse s se s sese s e snessneesne e s s e sssessneesnsessnees 1
SUMMARY ettt sttt r e s b et bt e s ae e et e e s st e e be e sheeese e sR et e ke e eae e e be e e ae e e beesnreenneenars 1
SUMMARY FINANCIAL INFORMATION ....ctiitiiiiisieesetesiesseesstesssesssesssassssesssesssesssessssessssssssesssens 4
THE ISSUE ..ttt ittt sttt s bt st b e sa e e b e e ae e et e e et e e a b e e s a b e e beesabe e abeeeateenbaesnsenbennns 6
GENERAL INFORMATION ....ooitiiiiieitie st site sttt e s st e sttt sseessneesbeasnessbessnseesseesaseesseesnnessses 7
CAPITAL STRUCTURE ... ettt sttt ettt sttt st be e e n e nb e sbeenae e st e e nneesnneeres 16
OBUJECTS OF THE ISSUE .....utiitii ittt sttt s sttt st e s st s nbe e saa e e b e s ssaeenbessntesneesnnas 27
BASIS FOR ISSUE PRICE .....ccctiiiiiiiisii s siessiee et ste e s ssseessas st e saae s be s saaesanessbasssesnnessnsesnsnessensn 38
STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE COMPANY AND ITS SHAREHOLDERS 41
SECTION IV = ABOUT US .....cciiiiieiiiiiieiee st ss s ssse s s s ss e s s s sese s s s s ese e e e st e s s e sneessnesnneesasensneansnes 49
INDUSTRY OVERVIEW ....cttiitiiitiiiiesstes st see st st ste st st sbe s s ate b e saa s s beasaaesabeesneeenneesaaeensesnsen s 49
REORGANISATION .. .eeiteiitiesiieett e stee sttt et e st e ste st e saee e sbeesase s be e sasesbeesaseesseesaneesbeesanesnbeesanesseesn 65
OUR BUSINESS ... .oeiiiiiitieiieeiee sttt ettt sttt s b e s be e be e st e e bt e sabe e sbeesas e e beesareebessnsesnneenanas 67
DESCRIPTION OF CERTAIN IMPORTANT PROJECT CONTRACTS ...ccciivierieriessee e siesssesneens 92
REGULATIONS AND POLICIES ......oiiiiiiiiiiiee et estte et e s e st e s se e sseeesssseessssessssseeassenssnnes 114
HISTORY AND CORPORATE STRUCTURE ......c.eiiiiiieeritestiesee sttt 120
OUR MANAGEMENT ...ttt sttt sttt sie e sse e e sbeesseesbe s sabeesaeesabeesseesaseesbeesasesbessnsesnneesnnas 133
OUR PROMOTERS ...ttt ittt sttt s sttt st s te s saee s be e s aa e st e e saeeenbe e saeeeaseenbesanbeenaneenres 146
OUR SUBSIDIARIES AND ASSOCIATES ....ccctiitiiiieciissiessssessiessssessses s bessaesse s saaesssesssessnsesssnssnses 199
RELATED PARTY TRANSACTIONS ..ottt sttt s s s sreesne s sreenneesane e 221
DIVIDEND POLICY ..etiietiesiieeieestee sttt st siee sttt s e sbe s sse s b e sase e st e saseesseesaneebeesaseenbeesaneenneenanens 222
SECTION V — FINANCIAL INFORMATION .......cooctiiirieeiseesseessseesssessseesssesssessssssssessssessssssssssssessssesssssssnes F-1
FINANCIAL STATEMENTS .oiitiiitit ittt sies st s s ae st sase bbb e ssa s sbeasaeessbessaeesnsesssassseansensn F-1
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS ...ttt ettt sttt sttt e s st e st e st she e s se e s be e et e e naeesabeesseesaneesneesneennnas 223
SECTION VI-LEGAL AND REGULATORY INFORMATION ........cccoiuiiemrnienreesseesssessessssessseesssessssssssesnses 249
OUTSTANDING LITIGATION AND DEFAULTS ..ottt sttt s 249
MATERIAL DEVELOPMENTS ...ttt ettt ettt s s esne e st sne b s sareenneennneens 257
GOVERNMENT LICENSES AND APPROVALS .....co ottt s s 259
DESCRIPTION OF CERTAIN INDEBTEDNESS ......ccceiitiiitiieisies e ssiesssesssreessesssesssessnesssasssesnsen s 262
OTHER REGULATORY AND STATUTORY INFORMATION .....ccceiiiierieeiiieriee e 279
SECTION VII - ISSUE RELATED INFORMATION..........oooiiiiieirerie e s 287
TERMS OF THE ISSUE ... .oiiiiiiiii ittt esies sttt se e sttt sba s s b sba s st essaesnae s satesneesnassbeennnnnnne 287
ISSUE STRUCTURE ....coittiitiiiie ettt sttt st st st saae b st esbe e sabeeae e saa e e beesaaeenbeesaeeaben s 289
ISSUE PROCEDURE ..ottt sttt ettt st st sse s b b s st eenae e sateesbeesaneenbeesnneenee s 292
RESTRICTIONS ON FOREIGN OWNERSHIP OF INDIAN SECURITIES ......cccccoviieieenireiieeneeneene 315
SECTION VIII - MAIN PROVISIONS OF THE ARTICLES OF ASSOCIATION .........ccooceritnneerresceeseneenaes 317
SECTION IX = OTHER INFORMATION .......ooiiiiiiiiierirsie e sssre e e s se e s e s e s s snessne s 339
MATERIAL CONTRACTS AND DOCUMENTS FOR INSPECTION .....cocouiiiiiinierieesee e 339

DECLARATION it e e bbb e e s e s s san b 343




™

LANCO

INSPIRING GROWTH

Definitions

SECTION I - GENERAL

DEFINITIONS AND ABBREVIATIONS

Term

Description

r

the “Company” or “our Company”
or “LITL" or the “Issuer”

Unless the context otherwise requires, refers to Lanco Infratech Limited, a company
incorporated under the Companies Act and having its registered office at Lanco
House, 141, Avenue #8, Road #2, Banjara Hills, Hyderabad — 500 034, Andhra
Pradesh, India

Aban Power Plant

The 120 MW gas-based combined cycle plant in Tanjore District in the State of
Tamil Nadu owned by Aban

Aban Ventures

Aban Ventures Private Limited, a company incorporated under the Companies
Act and having its registered office at Janpriya Crest, 113, Pantheon Road, Egmore,
Chennai - 600 008, Tamil Nadu, India

Anpara Power Project

The Anpara ‘C' 2 X 500 MW pit-head coal-based power project proposed to be
implemented in the State of Uttar Pradesh by Lanco Anpara

APCL or Aban Aban Power Company Limited, a company incorporated under the Companies
Act and having its registered office at 3rd Floor, 25 G.N. Chetty Road, T. Nagar,
Chennai— 600 017, Tamil Nadu, India

Associates Unless the context otherwise requires, refers to LKPPL and GLPPL

Baner-lll Power Project

The 5 MW hydroelectric run of the river project proposed to be established across
the Baner Khad and Kapru Nala, tributaries of the Beas River in Kangra District in
the State of Himachal Pradesh by VHEPL

Chitradurga Power Plant

The 3 MW wind-based power plant in Chikkasiddavanahalli Village, Chitradurga
District in the State of Karnataka owned by the Company

Clarion Power Plant

The 12 MW biomass power plant in Prakasam District in the State of Andhra
Pradesh owned by Clarion

Coral Agro Coral Agro Estates Private Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue 8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

CPCL or Clarion Clarion Power Corporation Limited, a company incorporated under the Companies

Act and having its registered office at Lanco House, 141, Avenue #8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

D.R.S Resorts

D.R.S Resorts Private Limited, a company incorporated under the Companies Act
and having its registered office at Kondapur Village, Serilingampally Mandalam,
Rangareddy District, Hyderabad, Andhra Pradesh, India

DEG

Deutsche Investitions-und Endwicklungsgesellschaft mbH, a financial institution
incorporated and existing as a limited liability company under the laws of Federal
Republic of Germany and having its registered office at Bevederestrasse 40,
50933 Koeln, Federal Republic of Germany

Diamond Farms

Diamond Farms Private Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue 8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Discoms of Uttar Pradesh/ Discoms

(1) Paschimanchal Vidyut Vitran Nigam Limited, (2) Poorvanchal Vidyut Vitran
Nigam Limited, (3) Madhyanchal Vidyut Vitran Nigam Limited and (4) Dakshinanchal
Vidyut Vitran Nigam Limited.

Dongfang

Dongfang Electric Corporation having its head office at 333, Shuhan Road,
Chengdu, 610 036, Sichuan, Peoples Republic of China.

Drinidhar Power Project

The 5 MW hydroelectric run of the river project proposed to be established across
the Brahl Khad Stream, a tributary of the Beas River in Kangra District in the State
of Himachal Pradesh by VIPL
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ECL Electrosteel Castings Limited, a company incorporated under the Companies Act

and having its registered office at Stephen House, 4 BBD Marg (East), Kolkata —
700 001, West Bengal, India

Escoms of Karnataka

(1) Bangalore Electricity Supply Company Limited, (2) Mangalore Electricity Supply
Company Limited, (3) Gulbarga Electricity Supply Company Limited, (4) Hubli
Electricity Supply Company Limited and (5) Chamundeshwari Electricity Supply
Company Limited.

Garnet Agro

Garnet Agro Estates Private Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue 8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Gaurikund Project

The 18.6 MW hydro power project proposed to be established on the Mandakini
river in the Rudraprayag District in the State of Uttaranchal by Lanco Hydro

Globeleq

Globeleq Holding (Kondapalli) Limited, a private limited company incorporated
under the laws of Mauritius and having its registered office at 4" Floor, Les Cadas
Building, Edith Cavell Street, Port Louis, Mauritius

GLPPL or Genting Lanco

Genting Lanco Power (India) Private Limited, a company incorporated under the
Companies Act and having its registered office at Kondapalli IDA, Ibrahimpatnam
Mandal, Krishna District —521 228, Andhra Pradesh, India

Hyderabad Property Project

The 100 acre integrated IT Park at Manikonda, Hyderabad that is proposed to be
developed by the Company

IKU-II Power Project

The 5 MW hydroelectric run of the river project proposed to be established across
the Iku Khad, a tributary of the Beas River in Kangra District in the State of Himachal
Pradesh by VHEPL

Kondapalli PPA / Lanco Kondapalli PPA

The power purchase agreement dated March 31, 1997 originally entered into
between LKPPL and APSEB in relation to the Lanco Kondapalli Power Plant and
which was, pursuant to a Government notification issued on June 7, 2005, assigned
to APCPDCL, APSPDCL, APEPDCL and APNPDCL, each of whom further assigned
their rights and obligations thereunder to APPCC

Krishnapatnam Power Project

The Ultra— Mega Power Project with a capacity of 4,000 MW that is proposed to be
implemented in Krishnapatnam, Andhra Pradesh and towards which RFQs have
been invited by Coastal Andhra Power Limited, a subsidiary of PFC

KVK

K. Vijay Kumar, a person resident in India with whom the Company has entered
into a shareholders agreement dated October 3, 2003 in relation to the shareholding
of Lanco Amarkantak

Lanco Amarkantak Power Plant

The 600 MW coal-based power plant in Korba District in the State of Chhattisgarh,
which is being executed in two phases of 300 MW each by Lanco Amarkantak

Lanco Anpara

Lanco Anpara Power Private Limited, a company incorporated under the Companies
Act and having its registered office at 53 - C, Kabir Marg, Clay Square, Lucknow —
226 001, Uttar Pradesh, India

Lanco Energy Power Project/ Teesta VI
Power Project

The 500 MW hydroelectric power project being implemented across the Teesta
River in the State of Sikkim by LEPL

Lanco Green Power Project/ Budhil
Power Project

The 70 MW run-of-the river hydroelectric power project across the Budhil Nallah
in the Chamba District of the State of Himachal Pradesh which is being executed
in two phases of 35 MW each by Lanco Green

Lanco Group or “we” or “us” or “our”

Unless the context otherwise requires, refers to the Company, its Subsidiaries
and its Associates

Lanco Hydro Power Projects/
Uttaranchal Power Projects

The three hydro power projects, being the Gaurikund Project (18.6 MW), the
Phata-Byung Project (10.8 MW) and the Rambara Project (24 MW), that are
proposed to be established on the Mandakini river in the Rudraprayag District in
the State of Uttaranchal by Lanco Hydro
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Term

Description

Lanco Kondapalli Power Plant/
Kondapalli Power Plant

The 368.144 MW gas-based combined cycle power plant in Kondapalli in the
State of Andhra Pradesh owned by Lanco Kondapalli

LAPPL or Lanco Amarkantak

Lanco Amarkantak Power Private Limited, a company incorporated under the
Companies Act and having its registered office at Lanco House, 141, Avenue #8,
Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LEPL or Lanco Energy

Lanco Energy Private Limited, a company incorporated under the Companies Act
and having its registered office at Lanco House, 141, Avenue #8, Road #2, Banjara
Hills, Hyderabad — 500 034, Andhra Pradesh, India

LEUL or Lanco Electric

Lanco Electric Utility Limited, a company incorporated under the Companies Act
and having its registered office at Lanco House, 141, Avenue #8, Road #2, Banjara
Hills, Hyderabad — 500 034, Andhra Pradesh, India

LGL

Lanco Group Limited, a company incorporated under the Companies Act and
having its registered office at 141, Lanco House, Avenue 8, Banjara Hills,
Hyderabad — 500 034, Andhra Pradesh, India

LGPPL or Lanco Green

Lanco Green Power Private Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue #8, Road #2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LHEPL or Lanco Hydro

Lanco Hydro Energies Private Limited, a company incorporated under the
Companies Act and having its registered office at Lanco House, 141, Avenue #8,
Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LHPVL

Lanco Hydro Power Ventures Private Limited, a company incorporated under the
Companies Act and having its registered office at Lanco House, 141, Avenue #8,
Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LHTPPL or Lanco Hills

Lanco Hills Technology Park Private Limited, a company incorporated under the
Companies Act and having its registered office at Plot #130, Inwinex Towers, Il
Floor, Road No. 2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LKPPL or Lanco Kondapalli Lanco Kondapalli Power Private Limited, a company incorporated under the
Companies Act and having its registered office at Lanco House, 141, Avenue #8,
Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

LMTPPL or Lanco Mantri Refers to LHTPPL pursuant to the change in its name on July 6, 2006

Mundhra Power Project

The Ultra— Mega Power Project with a capacity of 4,000 MW that is proposed to be
implemented in Mundhra, Gujarat and towards which RFQs have been invited by
Coastal Gujarat Power Limited, a subsidiary of PFC

Nagarjuna or NPCL

Nagarjuna Power Corporation Limited, a company incorporated under the
Companies Act and having its registered office at 510, 3@ A Cross, 2" Main, 3™
Block, Rajmahal Vilas I, Dollars Colony, Bangalore - 560 094, Karnataka, India

Nagarjuna Power Project

The 1,015 MW pulverized coal fired thermal power generation station near
Mangalore in the State of Karnataka which is being executed by Nagarjuna in two
phases of 507.56 MW each

Neptune Projects

Neptune Projects Private Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue #8, Road #2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Ocean Park Companies

Unless the context otherwise requires, refers to Ruby Agro, Pearl Farms, Garnet
Agro, Diamond Farms, Coral Agro, Uranus Projects and Neptune Projects

Ocean Park Property Project

The 21.8 acre property in Hyderabad that is in close proximity with the Hyderabad
Property Project and which is proposed to be developed as a large residential
project by the Company

Orissa Power Project

The 1,320 MW (2 x 660 MW) thermal power plant proposed to be established in
the State of Orissa by LGL
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Pearl Farms Pearl Farms Private Limited, a company incorporated under the Companies Act

and having its registered office at Lanco House, 141, Avenue 8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Phata-Byung Project

The 10.8 MW hydro power project proposed to be established on Mandakini river
in the Rudraprayag District in the State of Uttaranchal by Lanco Hydro

Prince Stone

Prince Stone Investments Limited, a company incorporated in the Republic of
Mauritius on October 7, 2003 with its registered office at 5, Duke of Edinburgh
Avenue, Port Louis, Mauritius

Rambara Project

The 24 MW hydro power project proposed to be established on Mandakini river in
the Rudraprayag District in the State of Uttaranchal by Lanco Hydro

RESL or Rithwik

Rithwik Energy Systems Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue 8, Road No. 2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Rithwik Power Plant

The 6 MW bio-mass, small scale, renewable energy power plant in Chittoor District
in the State of Andhra Pradesh owned by RESL and which is registered with the
CDMEB

Ruby Agro

Ruby Agro Farms Private Limited, a company incorporated under the Companies
Act and having its registered office at 141, Avenue 8, Road No. 2, Banjara Hills,
Hyderabad — 500 034, Andhra Pradesh, India

Sasan Power Project

The Ultra— Mega Power Project with a capacity of 4,000 MW that is proposed to be
implemented in Sasan, Madhya Pradesh and towards which RFQs have been
invited by Sasan Power Limited, a subsidiary of PFC

Subsidiaries

Unless the context otherwise requires, refers to (i) Aban; (ii) Clarion; (iii) Lanco
Amarkantak; (iv) Lanco Energy; (v) Lanco Electric; (vi) Lanco Green; (vii) Lanco
Hydro; (viii) LHPVL; (ix) Lanco Hills; (x) Rithwik; (xi) Vamshi Hydro; (xii)Vamshi
Industrial; (xiii) Ruby Agro; (xiv) Pearl Farms; (xv) Garnet Agro; (xvi) Diamond
Farms; (xvii) Coral Agro; (xviii) Uranus Projects; and (ix) Neptune Projects

TMIL

Third Millennium Investments Limited, a company incorporated under the laws of
Mauritius and having its registered office at 5, Duke of Edinburgh Avenue, Port
Louis, Mauritius

Upper Khauli Power Project

The 5 MW hydroelectric run of the river project proposed to be established across
the Khauli Khad, a tributary of the Beas River in Kangra District in the State of
Himachal Pradesh by VIPL

Uranus Projects

Uranus Projects Private Limited a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue #8, Road #2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Vamshi Hydro Power Project

The 2 X 5 MW hydroelectric run of the river projects, being the Baner-lll Power
Project and the IKU-Il Power Project that are proposed to be established across the
tributaries of the Beas River in Kangra District in the State of Himachal Pradesh by
VHEPL

Vamshi Industrial Power Project

The 2 X 5 MW hydroelectric run of the river projects, being the Drinidhar Power
Project and the Upper Khauli Power Project that proposed to be established across
the tributaries of the Beas River in Kangra District in the State of Himachal Pradesh
by VIPL

VHEPL or Vamshi Hydro

Vamshi Hydro Energies Private Limited, a company incorporated under the
Companies Act and having its registered office at Lanco House, 141, Avenue #8,
Road #2, Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

VIPL or Vamshi Industrial

Vamshi Industrial Power Limited, a company incorporated under the Companies
Act and having its registered office at Lanco House, 141, Avenue #8, Road #2,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India
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Vizag Property Project

The beach-front property located in the city of Visakhapatnam in the State of
Andhra Pradesh which is proposed to be developed as an integrated IT park and
township by the Company

ZPPL

Zelan Projects Private Limited, a company incorporated under the Companies Act
having its registered office at No. 5, Plot No- 429, B.K Complex Road, No-14 ,
Banjara Hills, Hyderabad — 500 034, Andhra Pradesh, India

Company related terms

Term

Description

Articles/ Articles of Association

Articles of Association of LITL, as amended from time to time

Board of Directors/ Board

The Board of Directors of LITL or a committee thereof

Directors

The directors of LITL, as they may change from time to time

Equity Shares

Equity shares of the Company of face value of Rs. 10 each, unless otherwise
specified in the context thereof

Financial year/fiscal/FY

The twelve months ended March 31 of a particular year

Memorandum/ Memorandum of
Association

The Memorandum of Association of LITL, as amended from time to time

Statutory Auditors

Statutory auditors of the Company, being M/s Price Waterhouse, Hyderabad,
Chartered Accountants for Indian GAAP

Issue Related Terms

Term Description

Allotment Unless the context otherwise requires, the issue or transfer of Equity Shares,
pursuant to the Issue to the successful Bidders

Allottee The successful Bidder to whom the Equity Shares are/ have been issued or

transferred

Allocation Amount

The amount payable by a Bidder on or prior to the Pay-in Date after deducting any
Bid Amounts that may already have been paid by such Bidder

Banker(s) to the Issue

The banks, which are clearing members and registered with SEBI as Banker(s) to
the Issue, and with whom the Escrow Account will be opened, which in this case
are Standard Chartered Bank, ING Vysya Bank Limited, Kotak Mahindra Bank
Limited, ICICI Bank Limited, Hongkong and Shanghai Banking Corporation Limited
and Deutsche Bank AG

Bid An indication to make an offer during the Bidding Period by a prospective investor
to subscribe to the Equity Shares of the Company at a price within the Price Band,
including all revisions and modifications thereto

Bid Amount The highest value of the optional Bids indicated in the Bid-cum-Application Form

and payable by the Bidder on submission of the Bid in the Issue

Bid/Issue Closing Date

The date after which the Syndicate will not accept any Bids for the Issue, which
shall be notified in two widely circulated newspapers (one each in English and
Hindi) and a Telugu newspaper

Bid/Issue Opening Date

The date on which the Syndicate shall start accepting Bids for the Issue, which
shall be the date notified in two widely circulated newspapers (one each in English
and Hindi) and a Telugu newspaper

Bid-cum-Application Form

The form in terms of which the Bidder shall make an offer to purchase Equity
Shares of our Company in terms of the Red Herring Prospectus

Bidder

Any prospective investor who makes a Bid pursuant to the terms of the Red
Herring Prospectus and the Bid-cum-Application Form
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Term

Description

Bidding Period/ Issue Period

The period between the Bid/ Issue Opening Date and the Bid/ Issue Closing Date
(inclusive of both days) and during which prospective Bidders can submit their
Bids

Book Building Process/ Method

Book building process as provided in Chapter Xl of the SEBI Guidelines, in terms
of which this Issue is being made

BRLMs

Book Running Lead Managers to the Issue, in this case being JM Morgan Stanley
Private Limited, Enam Financial Consultants Private Limited, ICICI Securities Limited
and Kotak Mahindra Capital Company Limited

CAN/ Confirmation of Allocation Note

Means the note or advice or intimation of allocation of Equity Shares sent to the
Bidders who have been allocated Equity Shares after discovery of the Issue Price
in accordance with the Book Building Process

Cap Price

The higher end of the Price Band, above which the Issue Price will not be finalised
and above which no Bids will be accepted

Companies Act / Act

The Companies Act, 1956, as amended from time to time

Cut-off Price

The Issue Price finalized by the Company in consultation with the BRLMs. Only
Retail Individual Bidders are entitled to bid at the Cut-off Price, for a Bid Amount
not exceeding Rs. 100,000. QIBs and Non-Institutional Bidders are not entitled to
bid at the Cut-off Price

Depositories Act

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

Depository

A depository registered with SEBI under the SEBI (Depositories and Participant)
Regulations, 1996, as amended from time to time

Depository Participant

A depository participant as defined under the Depositories Act

Designated Date

The date on which funds are transferred from the Escrow Collection Account to
the Public Issue Account after the Prospectus is filed with the RoC, following
which the Board of Directors shall allot Equity Shares to the successful Bidders

Designated Stock Exchange

NSE

Draft Red Herring Prospectus/DRHP

The Draft Red Herring Prospectus issued in accordance with Section 60B of the
Companies Act, which does not have complete particulars on the price at which
the Equity Shares are offered and size of the Issue

Eligible Employees

Permanent employees of the Company and the Subsidiaries including the directors
thereof who are Indian nationals based in India and are present in India on the date
of submission of the Bid-cum-Application Form. However, the Directors who are
the Promoters of the Company shall not be considered to be Eligible Employees

Employee Reservation Portion

The portion of the Issue being 500,000 Equity Shares available for allocation to
Eligible Employees

Enam

Enam Financial Consultants Private Limited, a company incorporated under the
Companies Act and having its registered office at 801, Dalamal Towers, Nariman
Point, Mumbai - 400 021

Enam Securities

Enam Securities Private Limited, a company incorporated under the Companies
Act and having its registered office at Khatau Building, Il Floor, 44B Bank Street,
Off Shahid Bhagat Singh Road, Fort, Mumbai - 400 020

Escrow Agreement

Agreement entered into by the Company, the Registrar, BRLMs, the Syndicate
Members and the Escrow Collection Bank(s) for collection of the Bid Amounts
and where applicable refunds of the amounts collected to the Bidders

Escrow Collection Account

Account opened with the Escrow Collection Bank(s) for the Issue and in whose
favour the Bidder will issue cheques or drafts in respect of the Bid Amount when
submitting a Bid and the Allocation Amount paid thereafter

Escrow Collection Bank(s)

The banks, which are clearing members and registered with SEBI as Bankers to
the Issue with whom the Escrow Collection Account will be opened
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ESOS The employee stock option scheme of the Company titled “Employees Stock
Option Plan, 2006” under which the Company may issue up to 11,118,096 Equity
Shares to the ESOS Trust
ESOS Trust The LCL Foundation Trust that was incorporated as a trust under relevant Indian
trust law and in whose favour the Equity Shares of the Company pursuant to the
ESOS would be allocated
First Bidder The Bidder whose name appears first in the Bid-cum-Application Form or Revision
Form
Floor Price The lower end of the Price Band, below which the Issue Price will not be finalised

and below which no Bids will be accepted

ICICI Securities

ICICI Securities Limited, a company incorporated under the Companies Act and
having its registered office at ICICI Centre, H.T. Parekh Marg, Churchgate, Mumbai
400 020, India

ICICI Brokerage Services

ICICI Brokerage Services Limited, a company incorporated under the Companies
Act and having its registered office at ICICI Centre, H.T. Parekh Marg, Churchgate,
Mumbai - 400 020, India

IPO

Initial Public Offering

IPO Committee

A committee authorised by our Board pursuant its resolution dated April 24, 2006
to carry out various actions in relation to the Issue, comprising G. Venkatesh Babu,
Managing Director, J. Suresh Kumar, Chief Financial Officer and C. Krishnakumar,
the Company Secretary

Issue The fresh issue of 44,472,381 Equity Shares at a price of Rs. [e] each for cash,
aggregating Rs. [e] million

Issue Price The final price at which Equity Shares will be allotted in terms of the Prospectus,
as determined by the Company in consultation with the BRLMs on the Pricing
Date

JMMS JM Morgan Stanley Private Limited, a company incorporated under the Companies

Act and having its registered office at 141, Maker Chambers Ill, Nariman Point
Mumbai - 400 021

JMMS Financial Services

JM Morgan Stanley Financial Services Private Limited, a company incorporated
under the Companies Act and having its registered office at Apeejay House, 3,
Dinshaw Waccha Road, Churchgate, Mumbai - 400 021

KMCC

Kotak Mahindra Capital Company Limited, a company incorporated under the
Companies Act and having its registered office at 3rd Floor, Bakhtawar 229, Nariman
Point, Mumbai - 400 021

Kotak Securities

Kotak Securities Limited, a company incorporated under the Companies Act and
having its registered office at 1t Floor, Bakhtawar, 229, Nariman Point, Mumbai -
400 021

Margin Amount

The amount paid by a Bidder at the time of submission of the Bid, which may
range between 10% to 100% of the Bid Amount

Mutual Funds

Mutual funds registered with SEBI under the SEBI (Mutual Funds) Regulations,
1996, as amended from time to time

Mutual Fund Portion

5% of the QIB Portion or 1,319,172 Equity Shares available for allocation to Mutual
Funds only, out of the QIB Portion

Net Issue

The Issue less the Employee Reservation Portion being 43,972,381 Equity Shares

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders and who have Bid for
Equity Shares for an amount more than Rs. 100,000

Non-Institutional Portion

The portion of the Net Issue being up to 4,397,238 Equity Shares available for
allocation to Non Institutional Bidders
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Pay-in-Date Bid Closing Date or the last date specified in the CAN sent to Bidders, as applicable
Pay-in-Period (i) With respect to Bidders whose Margin Amount is 100% of the Bid Amount, the
period commencing on the Bid Opening Date and extending until the Bid Closing
Date, and (ii) with respect to Bidders whose Margin Amount is less than 100% of
the Bid Amount, the period commencing on the Bid Opening Date and extending
up to the closure of Pay-in Date
Price Band The price band with a minimum price (Floor Price) of Rs. 200 and the maximum
price (Cap Price) of Rs. 240, including any revisions thereof
Pricing Date The date on which the Company in consultation with the BRLMs finalizes the

Issue Price

Promoter Group

Unless the context otherwise requires, refers to those companies mentioned in
the section titled “Our Promoter - Promoter Group” on page 146 of this Red
Herring Prospectus

Promoters Our promoters, being L. Madhusudhan Rao, G. Bhaskara Rao, L. Sridhar, Prince
Stone and LGL
Prospectus The Prospectus, to be filed with the RoC containing, inter alia, the Issue Price that

is determined at the end of the Book Building Process, the size of the Issue and
certain other information

Public Issue Account

Account opened with the Banker(s) to the Issue to receive monies from the
Escrow Collection Accounts for the Issue on the Designated Date

QIB Margin Amount

An amount representing at least 10% of the Bid Amount

QIB Portion

The portion of the Net Issue to public being not less than 26,383,429 Equity
Shares at the Issue Price, available for allocation to QIBs on a proportionate basis

Qualified Institutional Buyers or QIBs

Public financial institutions as defined in Section 4A of the Companies Act, Flls,
scheduled commercial banks, mutual funds registered with SEBI, venture capital
funds registered with SEBI, foreign venture capital investors registered with SEBI,
State industrial development corporations, insurance companies registered with
the Insurance Regulatory and Development Authority, provident funds with a
minimum corpus of Rs. 250 million, pension funds with a minimum corpus of Rs.
250 million, and multilateral and bilateral development financial institutions

Registrar /Registrar to the Issue

Intime Spectrum Registry Limited, a company incorporated under the Companies
Act and having its registered office at C-13, Pannalal Silk Mills Compound, LBS
Marg, Bhandup, Mumbai 400 078, India

Retail Individual Bidders

Individual Bidders (including HUFs) who have Bid for Equity Shares for an amount
less than or equal to Rs. 100,000, in any of the bidding options in the Issue

Retail Portion

The portion of the Net Issue to the public being up to 13,191,714 Equity Shares
available for allocation to Retail Individual Bidder(s) on a proportionate basis

Revision Form

The form used by the Bidders to modify the quantity of Equity Shares or the Bid
Price in any of their Bid-cum-Application Forms or any previous Revision Form(s)

RHP or Red Herring Prospectus

Means the document issued in accordance with the SEBI Guidelines, which does
not have complete particulars on the price at which the Equity Shares are offered
and the size of the Issue. The Red Herring Prospectus will be filed with the RoC in
terms of section 60B of the Companies Act, atleast 3 days before the Bid Opening
Date and will become a Prospectus after filing with the RoC after pricing and
allocation

RoC

The Registrar of Companies, Andhra Pradesh at Hyderabad

Stock Exchanges

NSE and BSE

Syndicate

The BRLMs and the Syndicate Members

Syndicate Agreement

The agreement to be entered into among the Company and the Syndicate in
relation to the collection of Bids in this Issue
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Syndicate Members

JMMS Financial Services, Enam Securities, ICICI Brokerage Services and Kotak
Securities

TRS or Transaction Registration Slip

The slip or document issued by the Syndicate Members to a Bidder as proof of
registration of the Bid

Underwriters

The BRLMs and the Syndicate Members

Underwriting Agreement

The agreement among the Underwriters and the Company to be entered into on
or after the Pricing Date

Company / Industry related terms

Term Description

APCPDCL Andhra Pradesh Central Power Distribution Company Limited

APEPDCL Andhra Pradesh Eastern Power Distribution Company Limited

APERC Andhra Pradesh Electricity Regulatory Commission

APNPDCL Andhra Pradesh Northern Power Distribution Company Limited

APPCC Andhra Pradesh Power Co-ordination Committee of Andhra Pradesh

APSEB Andhra Pradesh State Electricity Board

APSPDCL Andhra Pradesh Southern Power Distribution Company Limited

APTRANSCO Transmission Corporation of Andhra Pradesh

BHEL Bharat Heavy Electricals Limited

BOOT Build, Own, Operate and Transfer

BOP Balance of Plant

BOT Build, Operate and Transfer

CDM Clean Development Mechanism, being one of the two project-based flexible
mechanisms of the Kyoto Protocol designed to make it easier and cheaper for
industrialised countries to meet the GHG emission reduction targets that were
agreed by them under the Kyoto Protocol

CDMEB The CDM Executive Board appointed in 2001 at the Marrakech Accords pursuant
to the United Nations Framework Convention on Climate Change to oversee
CDM compliance by certain member-nations of the United Nations

CEA Central Electricity Authority

CER Certified Emission Reductions, pursuant to the CDM mechanism

CERC Central Electricity Regulatory Commission

CESC CESC Limited

CoD Commercial Operation Date

CPSUs Central Power Sector Utilities

E&M Electro Mechanical

Electricity Act The Electricity Act 2003, as amended

EPC Engineering, procurement and construction

ERC Electricity Regulatory Commission

ERC Act The Electricity Regulatory Commissions Act, 1998, as amended

ERLDC Eastern Regional Load Despatch Centre

GAIL Gas Authority of India Limited
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GHG The six green house gases listed in Annexure A to the Tokyo Protocol
GoAP Government of Andhra Pradesh
GoHP Government of Himachal Pradesh
GoO Government of Orissa
GoU Government of Uttaranchal
GoTN Government of Tamil Nadu
Government/Gol Government of India
GRIDCO Grid Corporation of Orissa Limited
HPSEB Himachal Pradesh State Electricity Board
Hydro Hydro-electric
IPPs Independent Power Producers
JDA Joint Deed Agreement
Kms/k.m Kilometers
KERC Karnataka Electricity Regulatory Commission
KPCL Karnataka Power Corporation Limited
KPTCL Karnataka Power Transmission Corporation Limited
KWH Kilo-Watt Hours

Kyoto Protocol

The Kyoto Protocol to the United Nations Framework Convention on Climate
Change adopted in New York on May 9, 1992 by various member nations of the
United Nations

LDC Load Despatch Centre

MCMD Million Cubic Meter per Day

MNES Ministry of Non-Conventional Energy Sources

MoCM Ministry of Coal and Mines, Government of India

MoP Ministry of Power, Government of India

MOPNG Ministry of Petroleum and Natural Gas, Government of India
MOU Memorandum of Understanding

MSEDCL Maharashtra State Electricity Distribution Company Limited
MT Metric Tonnes

MW Megawatts

NABARD National Bank for Agricultural and Rural Development
NEDCAP Non-Conventional Energy Development Corporation of Andhra Pradesh Limited
NH National Highway

NHAI National Highways Authority of India

NHAI Act National Highways Authority of India Act, 1988, as amended
NHDP National Highways Development Project

0o&M Operations and Maintenance

OERC Orissa Electricity Regulatory Commission

PFC Power Finance Corporation Limited

PLF Plant Load Factor

PPA Power Purchase Agreement
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PSA Power Sale Agreement
PSEB Punjab State Electricity Board
PSERC Punjab State Electricity Regulatory Commission
PTC Power Trading Corporation of India
RFP Request for Proposal
RFQ Request for Qualification
SBU Strategic Business Unit
SEBs State Electricity Boards
SECL South Eastern Coal Fields Limited
SERCs State Electricity Regulatory Commissions
SEZ Special Economic Zone
SPV(s) Special Purpose Vehicle(s)
Supply Act The Electricity (Supply) Act, 1948, as amended
T&D Transmission and Distribution
Technoeconomic Technical and economic feasibility
TNEB Tamil Nadu Electricity Board
UPCL Uttaranchal Power Corporation Limited
UPPCL Uttar Pradesh Power Corporation Limited
UPRVUNL Uttar Pradesh Rajya Vidyut Utpadan Nigam Limited
WBSEB West Bengal State Electricity Board

Conventional/General Terms

Term Description

AGM Annual General Meeting

AS Accounting Standards as issued by the Institute of Chartered Accountants of
India

BSE Bombay Stock Exchange Limited

CAGR Compounded Annual Growth Rate

CDSL Central Depository Services (India) Limited

CIF Cost, insurance and freight

ECS Electronic Clearing Service

EGM Extraordinary General Meeting of shareholders

Electronic Transfer of Funds

Refunds through ECS, Direct Credit or RTGS, as applicable

EPS

Earnings per share calculated as division of net worth after tax for the financial
year divided by weighted average number of equity shares outstanding during
the year.

FDI Foreign direct investment

FEMA Foreign Exchange Management Act, 1999, as amended from time to time, and
the regulations framed thereunder

Fll Foreign Institutional Investor (as defined under Foreign Exchange Management

(Transfer or Issue of Security by a Person Resident outside India) Regulations,
2000) registered with SEBI under applicable laws in India
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FIPB Foreign Investment Promotion Board, Government of India
HUF Hindu Undivided Family
|.T. Act The Income Tax Act, 1961, as amended from time to time
Indian GAAP Generally accepted accounting principles in India
N.A/NA Not applicable

NAV/ Book Value

Net asset value calculated as division of net worth by weighted average number
of equity shares outstanding during the year.

NOC

No Objection Certificate

Non Residents/ NR

Non-Resident is a Person resident outside India, as defined under FEMA and
includes a Non-Resident Indian

NRE Account

Non-Resident External Account

NRI/Non-Resident Indian

Non-Resident Indian is a Person resident outside India, who is a citizen of India or
a Person of Indian origin and shall have the same meaning as ascribed to such
term in the Foreign Exchange Management (Deposit) Regulations, 2000

NRO Account Non Resident Ordinary Account
NSDL National Securities Depository Limited
NSE National Stock Exchange of India Limited

OCB/ Overseas Corporate Body

A company, partnership, society or other corporate body owned directly or indirectly
to the extent of at least 60% by NRIs, including overseas trusts in which not less
than 60% of beneficial interest is irrevocably held by NRlIs directly or indirectly as
defined under Foreign Exchange Management (Deposit) Regulations, 2000. OCBs
are not allowed to invest in this Issue

p.a./PA. Per annum

P/E Ratio Price/Earnings Ratio

PAN Permanent Account Number

Person/Persons Any individual, sole proprietorship, unincorporated association, unincorporated

organization, body corporate, corporation, company, partnership, limited liability
company, joint venture, or trust or any other entity or organization validly
constituted and/or incorporated in the jurisdiction in which it exists and operates,
as the context requires

P10/ Person of Indian Origin

Shall have the same meaning as is ascribed to such term in the Foreign Exchange
Management (Deposit) Regulations, 2000

RBI The Reserve Bank of India

Re. One Indian Rupee

Rs. Indian Rupees

RLDC Regional Load Despatch Centre

RTGS Real Time Gross Settlement Process

SCRR Securities Contract Regulation Rules, 1957, as amended

SEBI The Securities and Exchange Board of India constituted under the SEBI Act, 1992

SEBI Guidelines

SEBI (Disclosure and Investor Protection) Guidelines, 2000 issued by SEBI on
January 27, 2000, as amended, including instructions and clarifications issued by
SEBI from time to time

SEBI Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 1997, as amended from time to time

SICA Sick Industrial Companies (Special Provisions) Act, 1995
SLDC State Load Despatch Centre
U.S. GAAP Generally accepted accounting principles in the United States of America
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CERTAIN CONVENTIONS; USE OF MARKET DATA

Unless stated otherwise, the financial data in this Red Herring Prospectus is derived from our consolidated financial statements
prepared in accordance with Indian GAAP, beginning on page F-1 of this Red Herring Prospectus. Our fiscal year commences on
April 1 and ends on March 31. In this Red Herring Prospectus, any discrepancies in any table between the total and the sums of
the amounts listed are due to rounding off.

There are significant differences between Indian GAAP and U.S. GAAP; accordingly, the degree to which the Indian GAAP
financial statements included in this Red Herring Prospectus will provide meaningful information is entirely dependent on the
reader’s level of familiarity with Indian accounting practices. Any reliance by Persons not familiar with Indian accounting
practices on the financial disclosures presented in this Red Herring Prospectus should accordingly be limited and we urge you
to consult your own advisors regarding such differences and their impact on our financial data.

All references to “Rupees” or “Rs.” are to Indian Rupees, the official currency of the Republic of India. All references to “US$”
or “US Dollars” or “USD” are to United States Dollars, the official currency of the United States of America.

For additional definitions, please refer to the section titled “Definitions and Abbreviations” beginning on page i of this Red
Herring Prospectus.

Market and industry data used throughout this Red Herring Prospectus has been obtained from publications available in the
public domain. These publications generally state that the information contained therein has been obtained from sources
believed to be reliable but that their accuracy and completeness are not guaranteed and their reliability cannot be assured.
Although we believe that the industry data used in this Red Herring Prospectus is reliable, it has not been independently
verified.

This Red Herring Prospectus contains translations of some Rupee amounts into US Dollars which should not be construed as
a representation that those Rupee or US Dollar amounts could have been, or could be, converted into US Dollars or Indian
Rupees, as the case may be, at any particular rate, the rates stated below, or at all.

The following table sets forth, for each period indicated, information concerning the number of Rupees for which one US Dollar
could be exchanged at the noon buying rate given by the Federal Reserve Bank of New York. The rows titled average, low and
high in the table below represent the average, the low and the high of the daily noon buying rate during the fiscal indicated or
any part period thereof.

Except as otherwise stated in this Red Herring Prospectus, US Dollar amounts have been translated into Rupees for each
period, and presented solely to comply with the requirements of the Clause 6.9.7.1 of the SEBI Guidelines. Investors are
cautioned not to rely on such translated amounts.

Year ended Year ended Year ended Year ended Year ended

March 31, 2002 | March 31, 2003 | March 31, 2004 [March 31, 2005 | March 31, 2006

Period Ended 48.83 47.53 43.40 43.62 44.48
Average 47.71 48.43 45.96 44.86 44.17
Low 46.58 47.53 43.40 43.27 43.05
High 48.91 49.07 47.46 46.45 46.26

Note: The Average, Low and High figures pertain to the respective fiscals or part thereof

On July 31, 2006, the noon-buying rate was Rs. 46.49 per one US Dollar. On September 30, 2006, the noon-buying rate was Rs.
45.96 per one US Dollar.

All amounts disclosed in this Red Herring Prospectus are in millions, except as disclosed in the section titled “Main Provisions
of the Articles of Association” on page 317 of this Red Herring Prospectus.

For the sake of clarity, one (1) million is equivalent to ten (10) lakhs and ten (10) million is equivalent to one (1) crore.
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FORWARD-LOOKING STATEMENTS

This Red Herring Prospectus contains certain forward-looking statements. These forward looking statements can generally be

identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”, “intend”, “objective”, “plan”, “project”,
“shall”, “will”, “will continue”, “will pursue” or other words or phrases of similar import. Similarly, statements that describe our

objectives, plans or goals are also forward-looking statements.

|" a,
’

All forward-looking statements are subject to risks, uncertainties and assumptions that could cause actual results to differ
materially from those contemplated by the relevant forward-looking statement. Important factors that could cause actual
results to differ materially from our expectations include, among others:

Inability by our offtakers to meet their payment obligations to us under the relevant PPAs;

Failure of our re-organisation process and our new projects;

Failure of our significant fuel suppliers to deliver to our material power plants;

Certain inherent construction, financing and operational risks in relation to our projects;

The monetary and interest policies of India, inflation, deflation, unanticipated turbulence in interest rates;
Changes in the foreign exchange control regulations in India;

Foreign exchange rates, equity prices or other rates or prices;

The performance of the financial markets in India;

General economic and business conditions in India;

The ability to successfully implement our strategy;

Changes in laws and regulations that apply to our clients, suppliers and to the power generation and trading;
Construction and property development sectors;

Increasing competition in the conditions of our clients, suppliers and in the power generation and trading;
Construction and property development sectors;

Changes in political conditions in India;

The performance of the real estate market and the availability of real estate financing in India;

Our ability to finance our business and growth, and obtain financing on favourable terms;

Our ability to replenish our land reserves and identify suitable projects;

Impairment of our title to land; and
e Our ability to anticipate trends in and suitably expand our current business lines.

For a further discussion of factors that could cause our actual results to differ, please refer to the section titled “Risk Factors”
beginning on page xv of this Red Herring Prospectus. By their nature, certain market risk disclosures are only estimates and
could be materially different from what actually occurs in the future. As a result, actual future gains or losses could materially
differ from those that have been estimated. Neither we, our Directors, any member of the Syndicate nor any of their respective
affiliates have any obligation to update or otherwise revise any statements reflecting circumstances arising after the date
hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. In
accordance with SEBI requirements, the BRLMs and the Company will ensure that investors in India are informed of material
developments until such time as the grant of listing and trading permission by the Stock Exchanges.
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SECTION II - RISK FACTORS

This offering involves a high degree of risk. You should carefully consider the risks described below before making
an investment decision. If any of the risks described below actually occur, our business, prospects, financial
condition and results of operation could be seriously harmed, the trading price of our Equity Shares could decline,
and you may lose all or part of your investment.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or
other implication of any of the risks described in this section.

Any potential investor in, and purchaser of, our Equity Shares should pay particular attention to the fact that we
are governed in India by a legal and regulatory environment which in some material respects may be different
from that which prevails in the United States and other countries. Prior to making an investment decision, prospective
investors and purchasers should carefully consider all of the information contained in this Red Herring Prospectus
(including the consolidated financial statements included in this Red Herring Prospectus).

Risks Associated with Our Business in General

1. We expect payments by offtakers of the Kondapalli Power Plant and the Aban Power Plant will account for
a significant portion of our revenues in the future. If these offtakers experience financial difficulties and are
unable to meet or do not meet their payment obligations under their PPAs, we would be materially and
adversely affected.

We recently acquired the Aban Power Plant and have entered into an agreement to acquire the Kondapalli
Power Plant. For further details, please refer to the section titled “Reorganisation ” on page 65 of this Red
Herring Prospectus. In fiscal 2006, we accounted for our minority interest in APCL and LKPPL on an equity
accounting basis. We expect payments by offtakers of the Kondapalli Power Plant and the Aban Power Plant
will account for a significant portion of our revenues in the future. The Kondapalli Power Plant supplies all of its
electricity to APPCC under a 15-year PPA, which is due to expire in 2015. The Aban Power Plant currently
supplies all of its electricity to TNEB, under a 15-year PPA, which expires in 2020. Offtakers for these power
plants are committed to pay us for capacity and energy under the terms of their respective PPAs. Our other
projects that are currently under development, including the Lanco Amarkantak Power Plant, are not expected
to be operational until 2008 or later. Consequently, upon completion of acquisition of LKPPL, we expect to rely
heavily on these existing offtakers for most of our revenues for the foreseeable future. If the offtakers for the
Kondapalli Power Plant and the Aban Power Plant do not meet their payment obligations, our cash flows,
financial condition and results of operations will be materially adversely affected.

2. The consolidated financial information included elsewhere in this Red Herring Prospectus is separate historical
information of LITL, APCL and the other Subsidiaries and LKPPL, respectively. Historical financial statements
of an entity should not be relied on as being indicative of future financial condition, results of operations or
cash flows of that entity. Furthermore, following the reorganisation including the proposed acquisition of
LKPPL, the future consolidated financial statements of LITL will consolidate the Subsidiaries, including
APCL and LKPPL, and so will not be comparable with the historical financial statements of LITL, APCL and
the other Subsidiaries and LKPPL included herein.

In May 2006, we commenced a reorganisation pursuant to which we became a holding company, and a
substantial part of our business operations (except for our construction business) is conducted through our
Subsidiaries, each of which owns a controlling interest in the asset that it is operating. The reorganisation
involved the acquisition of controlling stakes in such Subsidiaries from the Promoter Group and Aban Ventures
and is expected to be completed by the quarter ended December 31, 2006, upon acquisition of an additional
25.1% equity stake of LKPPL from Globeleq. Please see “Reorganisation ” on page 65 of this Red Herring
Prospectus. Our future revenues will be heavily dependent on the performance of such Subsidiaries and
LKPPL and the dividends we receive from them. The dividend payments from such Subsidiaries and LKPPL
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would be subject to restrictive covenants in the loan agreements of such Subsidiaries. If our equity stake in
our Subsidiaries and LKPPL is diluted or should they cease to be our Subsidiaries, our financial conditions,
results of operations and business, and the value of our Equity Shares may be materially and adversely affected.

Our audited consolidated financial statements for the quarter ended June 30, 2006, include the results of
operations of the Subsidiaries for that quarter. Therefore, our financial statements for the quarter ended June
30, 2006 are not comparable with our financial statements for the previous quarters of fiscal 2006 due to re-
organization of the Company.

Prior to the reorganisation, LITL was engaged primarily in the construction business and had minority investments
in various other Promoter Group companies engaged in power generation. Hence, the consolidated financial
statements of LITL for the five years ended March 31, 2006, and the selected financial data of LITL for the five
years, ended March 31, 2006 do not reflect the performance, financial condition or cash flows of the power
and property development businesses (except as income from associates for our minority interest in such
entities) for the applicable fiscal years. We have, in the section titled “Financial Statements” beginning on page
F-1 of this Red Herring Prospectus, included the stand-alone financials for each of the 19 Subsidiaries consolidated
with LITL in June 2006 and of our two Associates, to provide you with the historical financial results of each of
these companies. Historical financial statements of an entity should not be relied on as being indicative of the
future financial condition, results of operations or cash flows of that entity. Furthermore, following the
reorganisation including the proposed acquisition of LKPPL, the future consolidated financial statements of
LITL will consolidate the Subsidiaries, including APCL and, if the proposed acquisition occurs, LKPPL, and so
will not be comparable with the historical financial statements of LITL, APCL and the other Subsidiaries and
LKPPL included herein.

3. This Red Herring Prospectus does not contain a pro forma income statement prepared in accordance with
applicable U.S. federal securities regulations, which would have shown the historical consolidated results
of operations of LITL assuming the reorganisation and the acquisition of LKPPL had occurred at the beginning
of the relevant reporting period. Due to significant intra-group transactions between LITL, our Subsidiaries
and LKPPL, the pro forma consolidated revenue of LITL prepared in accordance with such regulations
would have been significantly less than the revenue derived from simply adding the revenues of such
companies and LITL's revenues.

This Red Herring Prospectus does not contain a pro forma balance sheet or a pro forma income statement
prepared in accordance with applicable U.S. federal securities regulations or in accordance with common
practices in other jurisdictions, which would have shown the historical results of operations of LITL assuming
the reorganisation and the acquisition of LKPPL had occurred at the beginning of the relevant reporting
period. Following the reorganisation including the proposed acquisition of LKPPL, the future consolidated
financial statements of LITL will consolidate the Subsidiaries, including APCL and LKPPL. Accordingly, the
consolidated LITL group now includes and is expected to continue to include, additional significant business
operations, the results of which are not reflected in LITL's historical financial statements.

If a pro forma balance sheet or a pro forma income statement prepared in accordance with such regulations
had been prepared, such balance sheet or income statement would reflect certain adjustments required by
such regulations. In particular, due to significant intra-group transactions between LITL, our Subsidiaries and
LKPPL, the pro forma consolidated revenue of LITL prepared in accordance with such regulations would have
been significantly less than the revenue derived from simply adding the revenues of such Subsidiaries and
LKPPL, and LITL's revenues. For a list of certain material intra-group transactions for fiscal 2006, please see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Recent
Reorganisation” on page 224 of this Red Herring Prospectus. Investors should not construe the historical
financial statements of LITL contained herein as reflecting the historical results of operations of the businesses
that will be consolidated with LITL in fiscal 2007, or are expected to be consolidated with LITL in future periods.
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We enter into related party transactions. For our construction business, a portion of our revenue has been
from affiliates acquired, or to be acquired, by us in the reorganisation.

We have entered into certain transactions with related parties, including our Subsidiaries, LKPPL and our
Promoter Group. In fiscal 2004, 2005 and 2006, 6.0%, 47.0%, and 27.0% of our revenues were from our
affiliates, most of which after the reorganisation have become consolidated subsidiaries of LITL, except for
LKPPL, which is expected to become a consolidated subsidiary of LITL by the end of December 31, 2006.
Hence, if we had consolidated such affiliates in fiscal 2004, our revenues for fiscal 2006 would have been
significantly less than as presented in the financial statements in this Red Herring Prospectus.

We have been, and in the case of LKPPL continue to be, highly dependent on our affiliates, which we do not
control. For further details, please see “Related Party Transactions” on page 221 of this Red Herring Prospectus.
In the event an affiliate breaches its agreement with us or customers chose not to enter into transactions with
an affiliate, we may be required to incur significant expense and undertake the projects under our own name,
which would involve substantial capital risks and expense. Further, if we incur higher costs than what would
have been incurred by our affiliates in carrying out their activities, this would increase the cost to our customers
and so adversely affect the competitiveness of our projects. Any of the foregoing could materially and adversely
affect our business, financial condition and results of operations.

Further, as both we and certain of our related parties are controlled by our Promoter Group, there can be no
assurance that transactions with related parties will be entered into on an arm’s-length basis. Because our
Promoters, along with other members of our Promoter Group, are the controlling shareholders of both of us
as well as our affiliates and have a conflict of interest with respect to dealings between us and our affiliates,
there can be no assurance that any dispute that may arise between us and related parties will be resolved in
our favour. For detailed information on our related party transactions, please see “Related Party Transactions”
on page 221 of this Red Herring Prospectus.

We are currently reorganising our business and are undertaking several new projects. If our reorganisation
is not completed or our new projects are not successful, we may not achieve the operational and financial
objectives we have set or use the Issue proceeds as disclosed and we may have difficulty achieving and
managing growth.

We do not currently control LKPPL or NPCL. We own a 33.9% equity stake in LKPPL. We do not currently own
any shares of NPCL. We have entered into a share purchase agreement with Globeleq to buy its 25.1% equity
stake in LKPPL by October 8, 2006 (the “Payment Date”), upon payment of a consideration of US$30 million
(approximately Rs. 1,394.7 million) plus interest for the period from the Payment Date until the actual payment
is made, if the closing is not completed by the Payment Date. The closing has not occurred as of the date of
this Red Herring Prospectus and is also subject to receiving Government approval and the consent of the other
shareholders of LKPPL. We have also entered into an agreement to subscribe up to 74.0% equity stake of
NPCL, subject to financial closure of the Nagarjuna Power Project. If for any reason, the acquisitions of LKPPL
and NPCL do not close, including due to our inability to obtain necessary financing for the Nagarjuna Power
Project, we would not gain control of the assets or earnings of LKPPL and NPCL, which would have a material
adverse effect on our growth, financial condition and results of operations. Also, we intend to use a substantial
portion of the Issue proceeds to pay for the acquisition of the shares of LKPPL and to fund the Nagarjuna
Power Project. We intend to use the largest percentage of Issue proceeds to fund the Nagarjuna Power Project
which is neither directly a project of the Issuer Company and nor is a part of the Issuer’s group companies. If
we are not able to close the acquisitions of LKPPL or achieve financial closure of NPCL prior to March 31, 2007,
the Issue proceeds will be utilised for purposes other than as mentioned under the section “Objects of the
Issue” on page 27 of this Red Herring Prospectus and we may lose any advance payment that were required
to be paid in terms of the agreements governing the acquisition of shares of LKPPL or subscription of shares
in NPCL.
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A principal component of our strategy is to continue to grow by expanding the size and geographical scope
of our existing businesses, as well as the development of new power, property development and infrastructure
and construction related businesses directly or through our wholly or majority owned subsidiaries. We have
limited or no past experience in the operation of hydro-based and coal-based power plants, property
development and operation, power trading, power distribution and power transmission. Some of these
businesses are evolving in India and are likely to be subject to substantial regulatory overview. We cannot
assure you that we will be successful or will not suffer losses in such businesses or that our reorganisation
program will achieve the goals we have set for it. We may have difficulty integrating newly acquired assets,
businesses and employees into our existing operations and managing a substantially larger group. This could
have a material adverse effect on our business, prospects, financial condition and results of operations.

To the extent our operations continue to expand, we may need to increase the number of our employees and
the scope of our operational and financial systems to handle the increased complexity and expanded geographic
area of our operations. We may also seek to enter into new strategic partnerships. There can be no assurance
that we will be able to manage such growth efficiently, retain and attract qualified management and employees,
identify and successfully enter into strategic partnerships or that our current operational and financial systems
and controls will be adequate as we grow. This could have a material adverse effect on our business, prospects,
financial condition and results of operations.

6. Each of Kondapalli Power Plant, Aban Power Plant and Lanco Amarkantak Power Plant relies on a single
fuel supplier for its fuel needs.

The most critical feedstock required for our power plants to generate electricity is fuel. Both the Kondapalli
Power Plant and the Aban Power Plant rely on a single fuel supplier, GAIL, for all of their fuel requirements. This
dependence on a single supplier leaves the operations of these power plants vulnerable to fuel supply delays
or failures by GAIL. Further, while LKPPL and APCL have contracted with GAIL for the long-term supply of
natural gas to the Kondapalli Power Plant and the Aban Power Plant, we anticipate that the plants will not have
sufficient fuel to operate at contracted capacity until alternative sources for fuel become available. Currently,
GAIL is able to supply approximately 82.0% of the total contracted natural gas requirements for LKPPL, causing
the plant to operate under capacity. Further, the fuel supply agreements for the Kondapalli Power Plant and the
Aban Power Plant each expire in December 2010 unless the agreements are renewed for an additional term,
whereas the PPAs for the Kondapalli Power Plant and the Aban Power Plant expire in 2015 and 2020, respectively.
Similarly, the Lanco Amarkantak Power Plant will rely on a single fuel supplier, South Eastern Coal Fields
Limited, for all its fuel requirements, making it vulnerable to fuel supply delays or failures by the supplier. In
addition, the fuel supply agreement for the Lanco Amarkantak Power Plant expires in 2020, whereas its PPA
expires in 2033, assuming it becomes operational as scheduled in 2008. Accordingly, if we are unable to
renew the fuel supply agreements with the respective fuel suppliers for our power plants, we will have to find
alternative suppliers for our fuel requirements. If either of these fuel suppliers fails or is unable to deliver fuel to
us as scheduled or the fuel supply to one or more of our power plants is otherwise disrupted, or the fuel
supply agreements are not renewed, we may not be able to make alternative arrangements, either in a timely
manner or at all, and any such alternative arrangements may be more expensive for us. In the case of the
Lanco Amarkantak Power Plant, such factors could delay its scheduled commencement of operations altogether.
As aresult of these factors, the operations of and revenues from, and the profitability of, our power plants may
be adversely affected.

While the PPAs provide for mechanisms by which these fuel costs and obligations are “passed through” to the
offtakers, we are still directly obligated to pay for these costs and obligations regardless of whether the offtakers
pay us under the PPAs. We cannot assure you that the offtakers of our power plants will pay us the contracted
amounts on time or at all. In fact, Indian State Government utilities have defaulted on such obligation in the
past. In addition, we cannot assure you that in the event any of our power customers fails to pay us, our
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existing security arrangements would adequately cover us for all payments due. While the Kondapalli PPA
provides for a three-tier payment guarantee mechanism that consists of a letter of credit, an escrow agreement
and a state guarantee, the offtaker has not established such a letter of credit. The Aban PPA does not provide
for any payment guarantee mechanism. We cannot assure you that the State Governments of the respective
states in which our operational plants are situated and/or the respective states in which our plants will be
eventually commissioned will honour their guarantees. Any material failure on the part of any of our customers
to fulfil its respective obligations under its agreement with us would have a material adverse effect on our
revenues, ability to service our debt, business, prospects, financial condition and results of operations.

We rely substantially on State-owned entities for our revenues. Political or financial pressures could cause
them to force us to renegotiate our contracts and could adversely affect their ability to pay us.

Government authorities, as well as the relevant State electricity boards and utility companies, establish electricity
rates and effect rate increases periodically. In the past, several State Governments, including the Governments
of Tamil Nadu and Andhra Pradesh, where the Aban Power Plant and the Kondapalli Power Plant are located,
respectively, have announced their intention to provide free electricity to farmers. Although changes in the
retail price of electricity charged by the various State utility companies to their customers do not affect the tariff
we are entitled to receive under our PPAs, such policies are likely to put further strain on the financial resources
of the State utility companies and may lead to public and political pressure to reduce the tariffs we charge
them or financial difficulties for those State utility companies which may adversely affect their ability to honour
their obligations under their PPAs. Under the PPAs for our Rithwik Power Plant and Clarion Power Plant, the
purchase price for the electricity supplied by us to the offtaker, APTRANSCO, after 2004 is determined by
APERC. The tariff determined by APERC for 2004 was lower than the tariff paid by APTRANSCO before 2004.
We cannot assure you that the payments we are entitled to receive under our PPAs will not be subject to
further reductions. Any such reduction, if material, could materially and adversely affect our business, prospects
and results of operations.

Further, the payment obligations of the offtaker under the Kondapalli PPA are guaranteed by GoAP. Faced with
disputes and counter claims between transmission companies, electricity boards and generation companies
caused by a variety of factors, certain State Governments have in the past refused to perform their obligations
under such guarantees until such disputes or counterclaims have been fully resolved, which can take months
or years. In addition, State Governments may face political or public pressure not to fulfil their obligations to
us, which could in turn result in our inability to fulfil our obligations to others, including to suppliers of gas,
coal and other feedstock. Accordingly, we cannot assure you that, in the event of a default under our PPAs, the
Government entity guaranteeing payment thereunder will fulfil its obligations under the relevant guarantee in
a timely manner or at all. Any failure by any Government entity to fulfil its obligations to us could have a
material adverse effect on our cash flows, income, business prospects and results of operations.

Our projects are subject to construction, financing and operational risks.

The development of new projects involves various risks, including, among others, regulatory risk, construction
risk, financing risk and the risk that these projects may prove to be unprofitable. We may need to undergo
certain changes to our operations as a result of entering into these new projects. Entering into any new
projects may pose significant challenges to our management, administrative, financial and operational resources.
We cannot provide any assurance that we will succeed in any new projects we may enter into or that we will
recover our investments. The funding requirement and project costs for our projects have been either appraised
by third parties or are based on management estimates. If the funding requirements and project costs for these
projects are higher than as estimated, we will need to find sources to fund the extra costs which may not be
readily available. Any failure in the development, financing or operation of any of our significant new projects
will likely materially and adversely affect our business, prospects, financial condition and results of operations.
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We expect to commence commercial operation of the Lanco Amarkantak Power Plant, Lanco Green Power
Plant, Vamshi Industrial Hydro Power Projects and Teesta VI Power Project by 2008 and the Uttaranchal Power
Project by 2009. In addition, we expect to complete the Ocean Park Property Project and the Hyderabad
Property Project in phases by 2011. We are yet to enter into implementation/ other definitive agreements for
the Uttaranchal Power Project as we recently won the bid for the project in February 2006. Further, whilst we
have not executed any implementation/ other definitive agreements for the Anpara Power Project as we won
the bid for the project only in September 20086, all relevant parties have initialled the drafts of such agreements
and we are seeking to execute the same. We have also signed a memorandum of understanding with the
Government of Orissa to set up the Orissa Power Project. We may be adversely affected by the development
of these and other new projects because:

e the contractors hired by us may not be able to complete the construction of our project on time, within
budget or to the specifications and standards we have set out in our contracts with them;

e delaysin completion and commercial operation could increase the financing costs, including due to increase
in prices of raw materials, associated with the construction and cause our forecasted budget to be exceeded;

e we may not be able to obtain adequate working capital or other financing to complete construction of and
to commence operations of our project; and

e we may not be able to recover the amounts we have invested in our projects if the assumptions contained
in the feasibility studies for these projects do not materialise.

Since a portion of the construction contracts for five of the power projects are with LITL, any delays or
financial or operational difficulties in relation to these projects will not only have a negative effect on our power
and property development business, but also on our construction business. Also, we do not have guarantees
or indemnities for these projects from any independent third parties. While we maintain insurance policies to
cover natural disaster risks and certain other insurable risks, we cannot assure you that any cost overruns or
additional liabilities on our part would be adequately covered by such insurance policies if at all. There can be
no assurance that our current or future projects will be completed, or, if completed, that they would be
completed on time and/or within the anticipated budget.

9. We may have increased risks relating to Subsidiaries that are not wholly-owned by us and associate companies
that are partially-owned by us.

We currently own a 51.0% interest in APCL and a 33.9% interest in LKPPL, and have entered into an agreement
to acquire an additional 25.1% equity interest in LKPPL. See “Reorganisation” for more details on page 65 of
this Red Herring Prospectus. We currently own a 99.9% interest in LHTPPL, which is responsible for the
development of the Hyderabad Property Project.

Although we have or intend to acquire the majority stake in each of these companies and through such stake
we are or expect to be able to appoint the majority of the directors on the boards of such companies, unanimity
of the board is required for major decisions relating to the business operations of some of these companies.
To the extent there are disagreements between us and our partners regarding the business and operations of
these and the projects undertaken by them, we cannot assure you that we will be able to resolve them in a
manner that will be in our best interests. Also, for the Kondapalli Power Plant, we rely on GLPPL, in which we
have a 26.0% interest, for the operation and maintenance of the Kondapalli Power Plant. We do not have a
controlling interest in GLPPL and if GLPPL fails to perform its obligations in accordance with the terms of its
agreement with LKPPL, or if the agreement is terminated, we may not have the expertise to operate and
maintain the Kondapalli Power Plant, including the imported equipment, which in turn would adversely affect
LKPPL's revenues, the normal operation of Kondapalli Power Plant, and the life-span and efficiency of such
equipment. Any such failure may also cause LKPPL to be in default of its obligations under the Kondapalli PPA
and loan agreements.
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Under the terms of the shareholder agreements, disagreements between the shareholders are required to be
submitted to arbitration panels whose decisions are final. Such processes take time and may not be completed
in sufficient time to have no adverse effect on our business. In addition, other shareholders in such companies
may:

e be unable or unwilling to fulfil their obligations, whether of a financial nature or otherwise;

e have economic or business interests or goals that are inconsistent with ours;

e take actions contrary to our instructions or requests or contrary to our policies and objectives;
e take actions that are not acceptable to regulatory authorities;

e have financial difficulties; or

e have disputes with us.

Any of the foregoing could have a material adverse effect on our business, prospects, financial condition and
results of operations.

Our businesses have and will have substantial capital requirements and may require additional financing in
the form of debt or equity to meet our budgetary and operating expenses. We may not be able to raise the
required capital or if so, under terms that are favourable to us.

Power, property development and infrastructure and construction projects are typically capital intensive and
may require high levels of debt financing. Our available financial resources for implementing these projects,
based on our internal studies and estimates, may be inadequate and the project development may face cost
overruns. The actual amount and timing of future capital requirements may differ from our estimates. If we
decide to meet these funding requirements through debt financing, our interest obligations (including costs of
funds) could increase and we may be subject to additional restrictive covenants, including restrictions on our
payment of dividends, incurrence of further debt, change in shareholding, constitution of the board of directors
and management of the businesses. If we decide to raise additional funds through the issuance of equity or
equity-linked instruments, the interests of existing shareholders will be diluted. In addition, our ability to raise
funds, either through equity or debt, is limited by certain restrictions imposed under Indian law and the laws of
the relevant foreign jurisdiction. We cannot assure you that we will be able to raise adequate capital in a timely
manner and on acceptable terms or at all. Our failure to obtain adequate financing would result in the delay or
abandonment of existing and future projects and could materially and adversely affect our results of operations
and financial condition.

As a part of our reorganisation process, we have taken certain steps for which we need to obtain certain
consents and approvals.

As a part of our reorganisation and pursuant to our contractual arrangements, approvals are required from
our customers, lenders and Governmental agencies. For instance, we will apply to the RBI and the FIPB for
their approval of the changes in shareholding undertaken in LKPPL. We are in the process of obtaining these
approvals and a delay or inability to receive these approvals may have a material adverse effect on our business
prospects, financial condition and results of operations.

Our growth strategy to expand into new geographic areas, including expanding our operations overseas,
poses risks.

We are expanding our business to new geographic areas outside of our traditional focus area of Southern
India. We are developing or have rights to develop and operate a 2 x 300.0 MW coal-based power project near
Korba in the State of Chhattisgarh, a 500.0 MW hydroelectric power project in the State of Sikkim, a 70.0 MW
hydroelectric power in the State of Uttaranchal, a 70.0 MW hydroelectric power project and four 5.0 MW
hydroelectric power projects in the State of Himachal Pradesh. We have also won a bid to develop a 2 x 500.0
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MW power plant in the State of Uttar Pradesh and acquired 7 x 1.25 MW wind power plants in Tamil Nadu. We
have entered into a memorandum of understanding with the Government of Orissa to set up the Orissa Power
Project. We may face additional risks if we undertake projects in geographic areas in which we do not possess
the same level of familiarity with the development, ownership and management of properties or if we undertake
a project of different size or style than those currently being developed, including:

e adjusting our construction methods to different geographies;

e obtaining the necessary construction materials and labour in sufficient amounts and on acceptable terms;
e delaysin obtaining necessary governmental approvals;

e attracting potential customers in a market in which we do not have significant experience; and

e increased employee and infrastructure costs.

We are also actively evaluating business and investment opportunities in markets outside India. To the extent
we enter into transactions and conduct business outside India, our business will be subject to risks and challenges
generally associated with international operations and investments. These risks and challenges include risks
with respect to interest rate and foreign currency fluctuations, different tax and regulatory environments,
particularly with respect to the provision of financial services and direct investment, changes in social, political
and economic conditions, the need to recruit personnel combining product skills and local market knowledge,
obtaining the necessary clearance and approvals to set up business and competing with established players in
these regions.

We may not be able to successfully manage the risks of such an expansion, which could have a material
adverse effect on our business, prospects, financial condition and results of operations.

We are dependent on various sub-contractors and specialist agencies to construct and develop our projects
as well as third-party providers for the adequate and timely supply of raw materials and delivery of products.
Any default on the part of our sub-contractors and providers may expose us to liability.

As of March 31, 2006, we have sub-contracted certain portions of the construction contracts in our order
book. While certain of our contracts allow us to sub-contract work, subject to the prior approval of our clients,
as per the terms of the contracts, we are responsible for the deliverables by such sub-contractors. Hence, any
acts of omission or commission by our sub-contractors could expose us to liability including delays, sub-
standard workmanship, injury and damage and those arising from termination of these construction contracts.

In addition, in our property development business, we intend to hire and supervise third-party contractors to
provide construction and engineering services for our managed properties. While our role may be limited to
that of a supervisor, we may be subject to claims for construction defects or other similar actions. Adverse
outcomes of such litigation could negatively impact our business, financial condition or results of operations.

We also typically use third-party providers for the supply of most of our raw materials. Transportation strikes
by members of various truckers’ unions have had in the past, and could have in the future, an adverse effect
on our receipt of supplies and our ability to deliver our products in a timely manner. In addition, transportation
costs have been steadily increasing. Continuing increases in transportation costs may have an adverse effect
on our business and results of operations.

We may not be selected for the projects for which we have submitted a bid or our bids, if selected, may not
be finalised within the expected time frame or on expected terms.

We have submitted bids for various construction projects, power projects, road projects and property projects.
There might be delays in the bid selection process owing to a variety of reasons which may be outside our
control, and our bids, may not be selected or, if selected, may not be finalised within the expected time frame
or on expected terms or at all.
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Further, in selecting contractors or developers for major projects, clients generally limit the tender to contractors
they have pre-qualified based on several criteria including experience, technological capacity and performance,
reputation for quality, safety record, financial strength and bonding capacity and size of previous contracts in
similar projects, although the price competitiveness of the bid is the most important selection criterion. Pre-
qualification is key to our winning such major projects. We are currently only qualified to bid for projects up to
a certain value and therefore may not be able to compete for larger projects. In order to bid for such larger
projects, we need to enter into memoranda of understanding and joint venture agreements with partner
companies to meet capital adequacy, technical and other requirements that may be required to qualify to bid
for projects up to a certain value. However, there is no assurance that we will be successful in forging an
alliance with partner companies to meet such requirements. Our ability to bid for and win such projects is
dependent on our ability to demonstrate experience working on such large engineering, procurement and
construction contracts as well as to develop strong engineering capabilities and credentials to execute more
technically complex turnkey projects.

We are dependent on the expertise of our senior management and skilled employees and our results of
operations may be adversely affected by the departure of our senior management and experienced skilled
employees or our inability to attract new skilled employees.

We are dependent on our Directors and senior management for setting our strategic direction and managing
our business, both of which are crucial to our success. Also, a significant number of our employees are skilled
engineers and due to the limited pool of available skilled personnel, we face strong competition to recruit and
retain skilled and professionally qualified staff. Our continued success also depends upon our ability to attract,
recruit and retain a large group of experienced professionals and staff. The loss of the services of our senior
management, including our Directors, or our inability to recruit, train or retain a sufficient number of experienced
personnel could have a material adverse effect on our operations and profitability. Our ability to retain experienced
staff members as well as senior management, including our Directors, will in part depend on us maintaining
appropriate staff remuneration and incentive schemes. We cannot be sure that the remuneration and incentive
schemes we have in place will be sufficient to retain the services of our senior management and skilled employees.

Our controlling shareholders and certain officers may take actions that are not in, or may conflict with, our
or our shareholders’ best interests.

Our Promoters and Promoter Group will collectively own approximately 75.0% of our issued Equity Shares
after the completion of this Issue and will continue to have the ability to exercise a controlling influence over
our business, and may cause us to take actions that are not in, or may conflict with, our or our shareholders’
best interests, including matters relating to our management and policies and the election of our directors and
senior management, the approval of lending and investment policies, revenue budgets, capital expenditure,
dividend policy and strategic acquisitions. Some of the Promoter Group companies are involved in businesses
similar to those of the Company which could lead to competition between them and conflicts of interest. There
is no assurance that the Promoter Group companies will not provide competitive services or expand their
presence in the business in which the Company is already present, or the Promoters will not invest in companies
in direct competition with the Company. The Promoters or the Promoter Group is not obligated to provide
any business opportunities identified by them to the Company. If the Promoter Group companies enter into or
expand their presence in businesses, or the Promoters invest in another company, in competition with the
Company, the Company will lose the substantial financial support provided to the Company by the Promoters
and the Promoter Group, which would materially adversely affect our business, financial condition and results
of operations. Additionally, many of our Directors and senior management also serve as directors of, or are
employed by, our affiliated companies. Our Promoters will be able to influence our major policy decisions,
including our overall strategic and investment decisions, by controlling the election of our Directors and, in
turn, indirectly controlling the selection of our senior management, determining the timing and amount of any
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dividend payments, approving our annual budgets, deciding on increases or decreases in our share capital,
determining our issuance of new securities, approving mergers, acquisitions and disposals of our assets or
businesses, and amending our articles of association. Such control may also discourage third parties from
seeking to effect a change of control transaction for our shares.

For further information, please see “Our Management”, “Our Subsidiaries and Associates” and “Our Promoters”
on pages 133, 199 and 146, respectively, of this Red Herring Prospectus.

Our new projects require a long gestation period and substantial capital outlay before we realise any
benefits or returns on investments.

Due to the nature of our business, our projects typically require a long gestation period and substantial capital
outlay before completion and may take months or years before positive cash flows can be generated, if at all.
The time and costs required in completing a project may be subject to substantial increases due to many
factors, including shortages of materials, equipment, technical skills and labour, adverse weather conditions,
natural disasters, labour disputes, disputes with contractors, accidents, changes in government priorities and
policies, changes in market conditions, delays in obtaining the requisite licences, permits and approvals from
the relevant authorities and other unforeseeable problems and circumstances. Further, we provide performance
guarantees to our customers. If we fail to complete a project as scheduled, we may be held liable for penalties
in the form of liquidated damages, which have historically ranged between 5.0% to 10.0% of the total project
cost but could be higher in the future and, in some cases, the customer may be entitled to appoint, at our
expense, a third party to complete the work. As part of our growth strategy, we may seek to acquire businesses,
technologies and products, but we may fail to complete such acquisitions or realise the anticipated benefits of
such acquisitions and may incur costs that could negatively affect our business. In addition, failure to complete
a property development according to its original specifications or schedule, if at all, may give rise to potential
liabilities and, as a result, our returns on investments may be lower than originally expected. Any of these
factors may lead to delays in, or prevent, the completion of our projects and result in costs substantially
exceeding those originally budgeted for.

Our long-term agreements expose us to certain risks.

As of the date of this Red Herring Prospectus, we derive most of our revenues from long-term agreements,
including PPAs and infrastructure development and construction agreements. These arrangements restrict
our operational and financial flexibility in certain important respects and restrict our ability to grow our revenues
from existing businesses. For example, business circumstances may materially change over the life of one or
more of our contracts and we may not have the ability to modify our contracts to reflect these changes. Also,
one of the standard conditions in contracts typically awarded by Governments or Government-backed entities
is that the Government or entity, as the client, has the right to terminate the contract for convenience, without
any reason, at any time after providing us with a short notice that may vary from a period of 30 to 90 days. In
the event that a contract is so terminated, our results of operations may be materially adversely affected.
Further, being committed under these contracts may restrict our ability to implement changes to our business
plan. For each of the power and infrastructure projects, we are restricted in our ability to, among other things,
increase prices, sell our interests to third parties, undertake expansions and contract with other customers.
These restrictions limit our flexibility in operating our business, which could have a material adverse effect on
our business, prospects, financial condition and results of operations.

Given that our revenue structure under each such contract is significantly fixed over the life of the contract (or
fluctuates subject to the built-in adjustment mechanisms contained in such contract), our profitability is largely
dependent upon our cost efficiency. If we are unable to effectively manage costs, our business, prospects,
financial condition and results of operations may be materially and adversely affected.
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Our indebtedness, including the conditions and restrictions imposed on us by our financing agreements
and any acceleration of amounts due under such arrangements, could adversely affect our ability to conduct
our business.

As of June 30, 2006, on a consolidated basis, we had total secured and unsecured loans of Rs. 8,806.5 million.
We may incur additional indebtedness in the future. Our indebtedness could have several important
consequences, including but not limited to the following:

e a portion of our cash flow will be used towards servicing and repayment of our existing debt, which will
reduce the availability of cash to fund working capital needs, capital expenditures, acquisitions and other
general corporate requirements;

e our ability to obtain additional financing in the future at reasonable terms may be restricted;

e theincurrence of additional debt by our Subsidiaries may restrict or prohibit the making of distributions,
the payment of dividends or the making of loans by our Subsidiaries to us;

e increases in market interest rates may adversely affect the cost of our borrowings, as some of our loans are
at variable interest rates; and

e we may be more vulnerable to economic downturns, may be limited in our ability to withstand competitive
pressures and may have reduced flexibility in responding to changing business, regulatory and economic
conditions.

Most of our financing arrangements are secured by our movable assets and by certain immovable assets of
our Promoter Group entities. Our accounts receivable and inventories are subject to charges created in favour
of specific secured lenders. Many of our financing agreements also include various conditions and restrictive
covenants that require us to obtain lender consents prior to carrying out certain activities and entering into
certain transactions. Failure to meet these conditions or obtain these consents could have significant
consequences for our business. Specifically, we must seek, and may be unable to obtain, lender consents to
amend our Memorandum and Articles of Association, incur additional debt, issue new securities (debt or
equity), change our capital structure, increase or modify our capital expenditure plans, provide additional
guarantees, change our management structure, declare dividends, create additional charges on or further
encumber our assets, create a subsidiary, remove personnel with substantial management powers or merge
with or acquire other companies, whether or not there is any failure by us to comply with the other terms of
such agreements. In addition, under certain financing agreements, we are required to appoint a nominee of
the lender as a Director on our Board. Under certain of these agreements, we are also required to obtain the
consent of the relevant lender to appoint a Director to our Board. The compliance with the various terms of
our loans is, however, subject to interpretation and we cannot assure you that we have requested or received
all consents from our lenders that would be advisable under our financing documents. As a result, it is possible
that a lender could assert that we have not complied with all the terms under our financing documents. Any
failure to service our indebtedness, comply with a requirement to obtain a consent or perform any condition
or covenant could lead to a termination of one or more of our credit facilities, acceleration of amounts due
under such facilities and cross-defaults under certain of our other financing agreements, any of which may
adversely affect our ability to conduct our business and have a material adverse effect on our financial condition
and results of operations.

Projects included in our order book may be delayed or modified, which could materially harm our cash
flow position, revenues and earnings.

Our order book does not indicate or guarantee that future earnings will be earned relating to the performance
of that work. Order book projects represent business that is considered likely, but cancellations or scope or
schedule adjustments may and do occur. We may also encounter problems executing the project as ordered,
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or executing it on a timely basis. Moreover, factors beyond our control or the control of our clients may
postpone a project or cause its cancellation, including delays or failures to obtain necessary permits,
authorisations, permissions, rights-of-way, and other types of difficulties or obstructions. Due to the possibility
of cancellations or changes in project scope and schedule, as a result of exercises of our clients’ discretion,
problems we encounter in project execution, or reasons outside our control or the control of our clients, we
cannot predict with certainty when, if or to what extent an order book project will be performed. Delays in the
completion of a project can lead to clients delaying or refusing to make payment to us of some or all of the
amounts we expect to be paid in respect of the project. Even relatively short delays or surmountable difficulties
in the execution of a project could result in our failure to receive, on a timely basis or at all, the final payments
due to us on a project. In addition, even where a project proceeds as scheduled, it is possible that the
contracting parties may default or otherwise fail to pay amounts owed. Any delay, reduction in scope,
cancellation, execution difficulty, payment postponement or payment default in regard to Order book projects
or any other uncompleted projects, or disputes with clients in respect of any of the foregoing, could materially
harm our financial condition, results of operations and cash flows.

We have certain contingent liabilities and our financial condition and profitability could be adversely affected
if any of these contingent liabilities materialise.

Our contingent liabilities as disclosed in our audited consolidated financial statements as of June 30, 2006 were
as set out below. If any of these contingent liabilities materialise, our profitability may be adversely affected.
For more detailed descriptions of our contingent liabilities, please see “Financial Statements” beginning on
page F-1 and “Outstanding Litigation and Defaults” on page 249 of this Red Herring Prospectus.

(Rs. in million)

As of June 30, 2006
Bank Guarantees outstanding 566.5
Corporate Guarantees outstanding 6,615.9
Entry Tax Liability 10.4
Income Tax Liability 15.5
Letter of Credit 340.6
Sales Tax Liability 1.4
Additional Customs Duty 8.9

We have in the last 12 months, issued Equity Shares at a price that is lower than the Issue Price.

We have in the last 12 months made the following issuances of Equity Shares at a price that is lower than the
Issue Price. In March 2006, we issued 23,076,666 bonus shares to our shareholders in the ratio of three shares
per share held by each respective shareholder. In addition, in April 2006 we issued 15,384,444 bonus shares to
our shareholders in the ratio of two shares per share held by each respective shareholder. In June 2006, we
completed an issuance of 10,637,144 Equity Shares, face value of Rs. 10 per share, at a share premium of Rs.
170 per share and an issuance of 5,012,064 equity shares of a face value of Rs. 5 to the ESOS Trust. Further, on
July 30, 2006, we issued 118,593,016 bonus shares of a face value of Rs. 10 each in the ratio of two shares per
share held by each respective shareholder. For further details regarding such issuances of Equity Shares,
please see Note 1 to the section titled “Capital Structure — Notes to Capital Structure” on page 17 of this Red
Herring Prospectus.
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We have pledged or have agreed to pledge and will continue to pledge a portion of our shares in our
Subsidiaries in favour of lenders, who may exercise their rights under the respective pledge agreementsin
events of default.

We have pledged, or have agreed to pledge, a portion of the shares we hold in certain of our operating
Subsidiaries in favour of the lenders as security for the loans provided to these Subsidiaries. If our Subsidiaries
default on their obligations under the relevant financing documents, the lenders may exercise their rights
under the share pledges, have the shares transferred to their names and take management control over the
pledged Subsidiaries. If this happens, we will lose the value of any such pledged shares and we will no longer
be able to recognise any revenue attributable to them. In addition, if we lose control of any of our major
Subsidiaries, our ability to implement our overall business strategy would be adversely affected.

Certain of our Promoter Group companies have incurred losses in the last three years.
The following companies forming part of our Promoter Group have incurred losses in the last three years:

(Rs. in million unless otherwise indicated)

Name of the company Loss for fiscal year Negative
Networth
2006 2005 2004 2003 2003
Prince Stone™ NA | US$(0.01) US$(0.01) - -
Lanco Net Limited (4.4) (6.79) (8.57) (18.72) -
Lanco Projects Limited (0.10) (0.17) (0.35) (0.95) -
Larsco Entertainment Private Limited - (3.89) - - -
D.R.S Resorts Private Limited (1.14) - - - -
GVRN Agro Estates Private Limited (0.14) (0.34) (0.00) - -
Bhaskar Orchids Private Limited - (0.37) - - -
Bhaskar Agro Farms Private Limited - (0.36) (0.01) - -
GVRN Orchids Private Limited (0.26) - - - -
Siri Orchids Private Limited - (0.01) - - -
Venu Orchids Private Limited - (0.01) - - -
Century Investments Limited - | US$(0.01) (0.01) (0.02) (0.02)
Island Power Ventures Limited US$(0.01) | US$(0.01) US$(0.00) - -
Lanco Institute of General - - (0.54) - -
Humanitarian Trust

Note: (1) Figures for the calendar years 2006, 2005, 2004 and 2003

Our Promoter Group Companies, Lanco Global Systems Limited and Lanco Industries Limited, did not
achieve the financial projections made by them in their prospectus relating to their initial public offering in
July 2000 and July 1994, respectively.

Lanco Global Systems Limited, one of our Promoter Group Companies, had made certain projections of its
future revenues in its prospectus relating to its initial public offering in July 2000. However, its actual financial
results were significantly lower than the projections made in the prospectus. The projections and the actual
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results of Lanco Global Systems Limited are reproduced below:

2000 - 2001 2001 - 2002 2002 - 2003

Particulars Projections | Performance | Projections | Performance | Projections |Performance
Income from 90.06 31.74 138.11 60.81 243.16 27.86
Operations

PBIDT 27.77 5.58 36.98 13.95 60.2 9.17
Interest 3.79 2.05 4.59 2.15 6.28 1.32
Depreciation 5.38 2.56 5.38 5.13 5.38 5.08
PBT 18.08 0.96 26.49 6.67 438.01 277
Tax 1.22 0 3.96 0.061 7.05 0.58
Profit After Tax 16.86 0.96 22,53 6.61 40.96 2.19
Book Value - 9.92 - 10.27 - 10.54
Earning Per Share - 0.09 - 0.62 - 0.21

Lanco Industries Limited, one of our Promoter Group Companies, had made certain projections of its future
revenues in its prospectus relating to its initial public offering in July 1994. However, its actual financial results
were significantly lower than the projections made in the prospectus. The projections and the actual results of
Lanco Industries Limited are reproduced below:

1994 - 1995 1995 - 1996 1996 - 1997 1997 - 1998 1998 - 1999
Particulars | Project- | Perfor- Projec- Perfor- Projec- | Perfor- | Projec-| Perfor- | Projec- | Perfor-
ions | mance tions mance tions | mance tions | mance tions | mance
Net Sales 289.10 | 209.10 468.00 | 618.92 523.00 | 833.58 | 523.00| 653.90 | 523.00 | 874.46
PBIDT 94.20 47.31 165.90 156.92 185.20 | 175.57 | 185.20| 119.38 | 185.20 | 125.90
Interest 46.80 31.57 66.10 60.58 62.00 77.71 53.80| 76.01 45.60 | 83.75

Depreciation 40.80 11.63 54.10 25.75 54.10 32.49 54.10| 33.83 54.10 | 33.83

Tax — - - - - 8.54 - 1.08 - 0.95
Profit After 6.60 4.10 45.80 70.58 69.10 56.82 49.30 8.44 49.80 7.39
Tax

Book Value 10.31 9.84 12.32 11.63 13.52 12.89 15.35| 12.15 17.53 12.81
Earning Per

Share (Rs.) 0.26 1.83 2.94 2.77 2.09 1.97 0.34 2.00 0.30

The afore-indicated shortfall was on account of the delayed commissioning of the pig-iron plant and the
captive power plant in 1994-1995. Further, during 1996-1997, there was a down-turn in the pig iron industry
resulting in the margin reductions, resulting in lower profitability, despite higher turnover.

26. We had negative operating cash flows in 2005 and 2006. Any negative cash flows in the future could have an
adverse effect on our results of operations.

We operate in capital-intensive industries and have historically financed the development of our projects and
other capital expenditures through a combination of cash generated from operations, sale of equity interests
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and borrowings from commercial banks in India. We had negative operating cash flows of Rs. 372.6 million
and Rs. 99.7 million and Rs. 309.6 million in 2005, 2006 and for the quarter ended June 30, 2006, respectively.
We anticipate our capital expenditure requirements will increase significantly in the next 24 months due to our
commitment to develop and fund our new projects, including Lanco Amarkantak Power Project, Nagarjuna
Power Project, Lanco Anpara Project, Lanco Green Power Project, Vamshi Hydro Power Project, Uttaranchal
Power Project, Vamshi Industrial Power Project, Teesta VI Power Project, Hyderabad Property Project and
Ocean Park Property Project. If we are unable to raise finances to meet our working capital requirements and
to fund our projects, our business, financial results and profitability will be adversely affected.

For details of our cash flow statements please see “Financial Statements” on page F-1 of the Red Herring
Prospectus.

Our results of operations could be adversely affected by strikes, work stoppages or increased wage demands
by our employees or any other kind of disputes with our employees.

As of October 9, 2006, we employed 361 full-time employees, including two of our Promoters as Directors on
our Board. In addition, we employ a large number of temporary contract labourers at our project sites. Further,
as of March 31, 2006, LKPPL had 49 full-time employees.

There can be no assurance that we will not experience disruptions to our operations due to disputes or other
problems with our work force, which may adversely affect our business and results of operations. Further,
efforts by labour unions to organise our employees may divert management’s attention and increase operating
expenses and we may be unable to negotiate acceptable collective bargaining agreements with those who
have chosen to be represented by unions, which could lead to union-initiated work stoppages, including
strikes, which could adversely affect our business and results of operations. In addition, the number of contract
labourers varies from time to time based on the nature and extent of work contracted to independent contractors.
We enter into contracts with independent contractors to complete specified assignments. All contract labourers
engaged at our facilities are paid minimum wages that are fixed pursuant to relevant State and Central laws
and regulations. Any upward revision of wages required by such laws and regulations to be paid to such
contract labourers, or offer of permanent employment, or the unavailability of the required number of contract
labourers, may adversely affect our business, financial condition and results of operations.

Further, pursuant to the provisions of the Contract Labour (Regulation and Abolition) Act, 1970, we may be
required to absorb a portion or all of our contract labourers as our employees. Any such order from a court
or any other regulatory authority may adversely affect our business and results of our operations.

Changes in technology may render our current technologies obsolete or require us to make substantial
capital investments.

Although we attempt to maintain the latest international technology standards, the technology requirements
of each of our businesses are subject to continuing change and development. Some of our existing technologies
and processes in each of our businesses may become obsolete and perform less efficiently than newer and
better technologies and processes. The cost of upgrading or implementing new technologies, upgrading our
existing equipment or expanding capacity could be significant and could adversely affect our results of operations.

We, certain of our Promoters and certain persons forming part of our Promoter Group and the Lanco Group
are involved in certain legal proceedings and claims.

We, certain of our Promoters, certain persons forming part of our Promoter Group and the Lanco Group are
defendants in legal proceedings incidental to our business and operations. These legal proceedings are pending
at different levels of adjudication before various courts, tribunals and statutory authorities.

The offtaker of the Kondapalli Power Plant has commenced court proceedings in relation to certain charges
paid by the offtaker to LKPPL, amounting to Rs. 2,240.0 million. The offtaker claims that the charges payable by
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it should be based on the capacity of 355.0 MW, which was the operating capacity of the power plant at the
time the PPA was entered into, whereas LKPPL has charged the offtaker for electricity based on the EPC
guaranteed capacity of 368.1 MW. LKPPL disputes the offtaker’s claim and so has recognised revenue based
on the EPC guaranteed capacity of the power plant in terms of the Lanco Kondapalli PPA. However, if LKPPL
is required by a court to refund the disputed amount to the offtaker, LKPPL's financial condition and results of
operations will be materially and adversely affected.

Further, four arbitration cases, six money recovery cases, two tax related cases and two cases pertaining to
miscellaneous matters have been filed against the Company and the same are at various stages of adjudication.
Also, the Company, from time to time, initiates legal proceedings relating to its business and operations. For
further details, please see “Outstanding Litigation and Defaults - A. Lanco Infratech Limited — Cases Against the
Company” and “Outstanding Litigation and Defaults — A. Lanco Infratech Limited - Cases filed by the Company”
on pages 249 and 251, respectively, of this Red Herring Prospectus.

Further, certain of our Promoters, certain Persons forming part of our Promoter Group and certain Persons
forming part of the Lanco Group are also involved in litigation and for details of the same, please see “Outstanding
Litigation and Defaults - B. Subsidiaries”, “Outstanding Litigation and Defaults — C. Promoters”, “Outstanding
Litigation and Defaults — D. Promoter Group”, “Outstanding Litigation and Defaults — E. Directors” and
“Outstanding Litigation and Defaults — F. Companies Struck Off from the RoC” on pages 252, 253, 253, 255 and

255, respectively, of this Red Herring Prospectus.

Should any new developments arise, such as a change in Indian law or rulings against us by appellate courts
or tribunals, we may need to make provisions in our financial statements, which would increase our expenses
and our current liabilities. Furthermore, if significant claims are determined against us and we are required to
pay all or a portion of the disputed amounts, it could have a material adverse effect on our business and
profitability.

A large portion of the proceeds from the Issue will be invested in the Subsidiaries and not in the Company.

We expect to invest a significant portion of the proceeds from the Issue in our Subsidiaries and not in the
Company. Some of these Subsidiaries are not wholly-owned by us. To the extent, there is a minority interest in
the Subsidiaries, we exclude from our net profit the share of profits corresponding to the minority interest.
Therefore, we may not fully benefit from the investments made in Subsidiaries not wholly-owned by us.

Further, whilst we are in the process of acquiring land and property with respect to the businesses carried on
by our Subsidiaries, we cannot assure you that such acquisitions will be completed in a satisfactory and timely
manner, thereby adversely affecting the operations of our Subsidiaries.

We compete with other Indian and foreign companies in each of the power, construction and property
development sectors.

A large number of power, property development and infrastructure-related contracts are awarded by the
central and State Governments following competitive bidding processes and satisfaction of other prescribed
pre-qualification criteria. Once the prospective bidders clear the technical requirements of the tender, the
contract is usually awarded to the lowest bidder. We face intense competition in the bidding process from
domestic as well as international companies. In recent years, with the opening of these sectors to foreign
companies, large international corporations have entered these markets with greater resources and assets
than us and so may be able to achieve better economies of scale allowing them to bid profitably at more
competitive rates. In addition, new entrants to these industries may reduce their margin in order to gain
market share. The nature of the bidding process may cause us and our competitors to lower prices to win
contracts so as to maintain our respective market share. As a result of this competition, we face substantial
margin pressure, which could have a material adverse effect on our business, prospects, financial condition,
and results of operations.
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With respect to our power business, pursuant to the terms of their respective PPAs, the power purchasers for
our power plants owe, or it is proposed will owe, us take-or-pay obligations. However, this guaranteed
payment is currently only with respect to the contracted capacities of the respective power plants. These
power purchasers are not obligated to purchase any surplus power from us over and above our contractual
amounts. Further, in order to sell power to third parties other than these offtakers, we need to utilise their grid
systems for which a fee is payable to them. Once the terms of our PPAs expire, unless we can renegotiate new
“take or pay” arrangements, we will be required to compete with other power plant operators on price for
sales of power which is currently covered under such arrangements by selling our power in the open market.
In addition, we expect to face future competition in acquiring new projects and assets from government
entities or other power companies. We also expect significant competition in our power trading business. The
regulatory environment for the power sector has undergone significant changes in the last two years. These
changes include the removal of licensing requirements for the establishment and operation of thermal power
plants, open access to transmission and distribution networks and the removal of certain restrictions on the
right to build captive power plants. These changes may increase the financial viability of private generation
investment, and increase the competition we face in the expansion of our power business.

With respect to our construction business, we currently face significant competition from a number of Indian
and international infrastructure developers and construction houses in acquiring both concessions for
development projects and existing projects under the capacity augmentation program. The Government of
India has taken a number of initiatives to stimulate private sector participation in the various infrastructure
sectors, including the provision of capital grant subsidies, duty-free import of equipment, tax exemptions, and
other State support initiatives. As a result of these initiatives, we have seen large domestic and international
firms with larger financial and other resources and experience than us enter these sectors in recent years and
bid for large infrastructure and construction contracts. Some of these companies may operate on a larger
scale than us and thus may be able to achieve better economies of scale than us and further we may not be
able to compete with these companies for large construction and infrastructure projects.

With respect to our property development business, we face competition for development of IT parks from
other developers in India and from abroad, particularly those IT parks that are built to international standards
and located in close proximity to us. Additionally, we face competition from both domestic and foreign companies
in bidding for prime land and new property development projects. A number of foreign property developers
have recently formed consortia with Indian companies to bid for the property development projects. There is
no guarantee that we will be successful in future bids for new property development projects against such
foreign property developers.

We do not own the “Lanco” trademark or logo used in all of our businesses.

We conduct most of our business under the trademark of “Lanco” as it appears on the cover page of this Red
Herring Prospectus. L. Rajagopal, a former director of LITL and a member of the Promoter Group of our
Company, owns the logo. Pursuant to a Deed of Trademark Licence dated June 14, 2006 between L. Rajagopal
and LITL, L. Rajagopal granted a non-exclusive and non-assignable right to LITL to use the name and logo as
part of its corporate or trade name or trading style in consideration for the payment of a nominal licence fee.
The Deed also authorises LITL to allow the use of this trademark by its subsidiaries. The Deed is for a period of
15 years and may be terminated upon breach of any material terms or conditions of the Deed, if there is a
potential litigation associated with licencee’s use of the trademark that may attract adverse publicity, if in the
licensor’s opinion, LITL is no longer a part of the Lanco Group companies or due to any other factor that may
have a material adverse effect on the parties to the Deed or the enforceability of the Deed. If we lose our right
to use the trademark, we may need to change our logo. Any such change could require us to incur additional
costs and have a material adverse effect on our reputation, goodwill, business, prospects, financial condition
and results of operations.
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We are subject to extensive regulations.

The power and infrastructure sector in India is highly regulated. The regulatory framework, which consists of
regulations and directives issued by governmental authorities, has changed significantly in recent years and
the impact and ramifications of such changes are still unclear. We expect that certain additional reforms,
including a change of the current regulatory bodies and existing legal framework, will take place in the next
few years. For a more detailed description of the current regulatory bodies and the existing legal framework,
please see “Regulations and Policies” on page 114 of this Red Herring Prospectus. Uncertainty in interpretation
of existing regulations and new laws or changes to the regulations applicable to us could involve as in significantly
greater compliance costs and management time and delay completion or operation of our projects and otherwise
materially and adversely affect our financial condition and results of operations.

Additionally, we are required to obtain certain approvals, licences, registrations and permissions for operating
our power, property development and construction businesses, for which we may have made, or are in the
process of making an initial application or renewing. If we fail to obtain or retain any of these approvals or
licences, or renewals thereof, in a timely manner, or at all, our business may be adversely affected. Furthermore,
our Government approvals and licences are subject to numerous conditions, some of which are onerous and
require substantial expenditure. If we fail to comply or a regulator claims we have not complied with these
conditions, our business, prospects, financial condition and results of operations would be materially adversely
affected.

If the operation of one or more of our assets is disrupted, it would have a material adverse effect on our
financial condition and results of operations.

The operation of our assets may be disrupted for reasons that are beyond our control, including incremental
weather, natural disasters, industrial accidents, arson (including terrorist attacks), technical failures and labour
disputes. Because our power plants are complex, involve potentially dangerous processes and the use of
hazardous materials, our business is particularly susceptible to industrial accidents. Further, we rely on extremely
sophisticated and complex machinery that is built by third parties and is susceptible to malfunction. This is
particularly true in the current industry environment, which involves rapid technological developments and
often involves the installation of newly developed equipment which has not been extensively field-tested.
Although in certain cases manufacturers are required to compensate us for certain equipment failures and
defects, such arrangements are subject to fixed caps and may not fully compensate us for the damage that we
suffer as a result of equipment failures and defects or the penalties under our agreements with our customers
and do not generally cover indirect losses such as loss of profits or business interruption. Additionally,
procurement and construction works carried out in respect of our projects involve a number of hazards
including earthquakes, flooding, tsunamis and landslides. Natural disasters may cause significant interruption
to our operations, disruption to our properties and damage to the environment that could have a material
adverse impact on us. There can be no assurance that any natural disasters, accidents or malfunctions
involving our assets will not have an adverse effect on our business, prospects, financial condition and results
of operations.

Compliance with, and changes in, safety, health and environmental laws and regulations may adversely
affect our business, prospects, financial condition and results of operations.

Some of our operations are subject to risks generally associated with the storage and transportation of fuels
and waste materials, including the discharge of toxic or hazardous substances, which can cause personal
injury, loss of life, environmental damage and severe damage to property. We are subject to environmental
laws and regulations, which govern the discharge, emission, storage, handling and disposal of a variety of
substances that may be used in or result from the operations of our businesses. These laws and regulations
include the Environmental Protection Act 1986, the Air (Prevention and Control of Pollution) Act 1981, the
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37.

Water (Prevention and Control of Pollution) Act 1974 and other regulations promulgated by the Ministry of
Environment and the Pollution Control Boards of the relevant states.

The scope and extent of new environmental regulations, including their effect on our operations, cannot be
predicted. The costs and management time required to comply with these requirements could be significant.
The measures we implement in order to comply with these new laws and regulations may not be deemed
sufficient by governmental authorities and our compliance costs may significantly exceed our estimates. If we
fail to meet environmental requirements, we may also be subject to administrative, civil and criminal proceedings
by governmental authorities, as well as civil proceedings by environmental groups and other individuals,
which could result in substantial fines and penalties against us as well as orders that could limit or halt our
operations and could include us being required to incur substantial clean up costs.

There can be no assurance that we will not become involved in future litigation or other proceedings or be
held responsible in any such future litigation or proceedings relating to safety, health and environmental
matters in the future, the costs of which could be material. Clean-up and remediation costs, as well as damages,
other liabilities and related litigation, could adversely affect our business, prospects, financial condition and
results of operations.

Our business is significantly dependent on the Government of India’s focus on infrastructure development
and expenditure levels in the infrastructure sector.

Our business is dependent on projects undertaken and funded by governmental authorities and/or by
international and multilateral development finance institutions in sectors including power, irrigation and water
supply, transportation projects and mass housing projects, which are traditionally the domain of entities directly
or indirectly owned or controlled by either the central or State Governments. Any change in the Government’s
focus or the policy framework regarding infrastructure development may adversely affect our business and
results of operations.

Our entry into specific segments, for example, undertaking BOT or BOOT infrastructure projects, may require
public-private participation. Investment by the private sector in such projects is dependent on potential returns
and is therefore linked to Government policies relating to public-private participation and sharing of risks and
returns from such projects. A reduction of capital investment in or a change in Government support and
promotion for the infrastructure sector could have a material adverse impact on our business and results of
operations.

Operation of infrastructure assets involves many risks and we may not have sufficient insurance coverage
to cover our economic losses.

Operating infrastructure assets involves many risks and hazards which may adversely affect our profitability,
including breakdown, failure or substandard performance of equipment, improper installation or operation of
equipment, labour disturbances, environmental hazards, industrial accidents and terrorist activity.

We maintain insurance coverage, including business interruption insurance with respect to each of our operating
projects that we believe is customary for the infrastructure industries in India in which we operate. Our insurance,
however, may not provide adequate coverage in certain circumstances and is subject to certain deductibles,
exclusions and limits on coverage. We cannot assure you that the operation of our projects will not be
affected by any of the incidents and hazards listed above, or that the terms of our insurance policies will be
adequate to cover any damage or loss caused by any such incidents and hazards or which we may otherwise
suffer.
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Risks relating to the Power Business

38. We are subject to significant contractual risks under our PPAs with our power purchasers.

39.

40.

All of the counterparties under our PPAs are State-owned entities and are the principal purchasers of wholesale
electricity in the states in which we operate. Due in part to the foregoing, we were limited in our ability to
negotiate the terms of our PPAs. As such, these agreements are not tailored to our specific operating
circumstances and contain a number of provisions that we believe present risks to our business including:

e the relevant State-owned entity can at any time and at its own discretion curtail the flow of output of
power generated in the event that it deems an emergency to exist;

e each of our PPAs provides for penalties for our failure to perform our contractual obligations, including the
option for the relevant power purchaser to terminate these agreements upon expiration of the relevant
cure periods for events of default by us; and

e each of our PPAs may be terminated before the end of its term due to the default of either party and the
remedies available to us, including a claim for damages and the right to force the Government or our
power purchaser to buy our power plant, may not adequately compensate us.

If we wish to continue to bid and win power projects, we will have to continue to accept such onerous
contractual terms. These contractual risks could have a material adverse effect on our business, prospects,
financial condition and results of operations.

If our facilities do not meet operating performance requirements and agreed norms as set out in our PPAs,
or otherwise do not operate as planned, we may incur increased costs and penalties and our revenues may
be adversely affected.

The operation of power plants involves many operational risks, including the breakdown or failure of generation
equipment or other equipment or processes, labour disputes, fuel interruption and operating performance
below expected levels. However, our PPAs require us to guarantee certain minimum performance standards,
such as plant availability and generation capacity. In addition, the tariffs we charge our offtakers assume a
certain heat rate and other agreed normes. If our facilities do not meet the required performance standards, our
offtakers will not reimburse us for any increased costs arising as a result of our plants’ failure to operate within
the agreed norms, and we may be required to pay penalties to our offtakers, any of which may affect our
results of operations. In addition to the performance requirements specified in our PPAs and other agreements,
national and State regulatory bodies and other statutory and Government mandated authorities may from
time to time impose minimum performance standards upon us. Failure to meet those requirements could
expose us to the risk of penalties.

Our PPAs can be terminated by us or our offtakers upon triggering of events of defaults as defined in the
PPAs.

Pursuant to our PPAs, the occurrence of certain events of default by us or our offtakers would result in the
termination of the PPAs, unless these events of default are remedied within the specified cure period. For
further details of events of defaults, please see “Our Business” and “Description of Certain Important Project
Contracts” on pages 67 and 92, respectively, of this Red Herring Prospectus.

Certain of our PPAs provide that if the PPA is terminated due to an event of default triggered by us, then the
offtaker has the option to buy the power plant. In this scenario, the buy out price may not cover the entire
outstanding debt as per the approved project cost and the net present value of expected return on equity for
the remainder part of the PPA.

In both events, this buy out price may not be adequate to cover the then prevailing economic value of the
power plant. In addition, any such default under a PPA would trigger defaults under our financing facilities
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41.

42.

43.

and could cross default other debt. Any of the foregoing could have a material adverse effect on our business,
prospects, financial condition and result of operations.

The occurrence of force majeure events not covered by our PPAs and our insurance policies may lead to
temporary suspension of operations of the power plant resulting in loss of revenue.

Under the terms of our PPAs, on the occurrence of certain events that may be considered as force majeure
events, our offtakers have agreed to make certain payments to us notwithstanding the inability of the company
to operate the respective power plant. For further details, please see “Description of Certain Important Project
Contracts” on page 92 of this Red Herring Prospectus. Payment as determined by a valuation process provided
for under the PPAs would also be required to be made for a termination of the PPAs due to the occurrence of
aforce majeure event.

However, events which are not covered as a force majeure event either in our PPAs or as insured risks, may
lead to temporary suspension of operations of our power plants resulting in loss of revenue to us. In addition,
we cannot assure you that the amounts received under our insurance policies would be sufficient to cover the
loss or damage suffered. Further, the buy-out payment in the event of termination of our PPAs may not be
adequate to cover the then existing economic value of our power plant.

Our ability to develop a profitable power trading business is dependent on the success of our price risk
management strategies.

In July 2004, we obtained a licence to operate a power trading business in India. We commenced our power
trading business in January 2006 and so we have no substantial experience in this business. For the quarter
ended June 30, 2006, LEUL, which became a subsidiary in March 2006, generated Rs. 443.6 million in revenues.
Our ability to develop a profitable power trading business is in large part dependent on the success of our
price risk management strategies. We purchase electricity from utility companies with surplus power through
a competitive bidding process and sell it to utilities with deficit power. We try to match our buy and sell orders
through prior discussions with utility companies and our knowledge of the industry. However, we face the risk
of purchasing power and not having buyers for it. CERC can impose heavy penalties on non-sale of power
purchased by us, which if imposed could have a material adverse effect on our business, prospects, financial
condition and results of operations.

Further, experience in the U.S. and other countries have shown that the emergence of power trading could
cause instability in the market for power. For instance, power trading could cause serious congestion when
transmission line capacities cannot cope with the increase in energy flows. This carries the risk of unexpected
and widespread power failures, production shortages and price volatility. Such instability in the market for
power could materially and adversely affect on our business, prospects, financial condition and results of
operations.

The power sector in India is in the process of deregulation and our success will depend on our ability to
respond to the changes that are taking place.

We may not be able to respond in a timely or effective manner to the many changes taking place in the power
sector. These changes are intended to increase competition, among other things. The Electricity Act of 2003
passed by the Indian Parliament in May 2003 provides for significant deregulation of the power sector and
envisions a comprehensive change in the current regulatory structure where the Government owns nearly all
generation and transmission and distribution businesses. Under this legislation, we are one of the permitted
distribution licencees and independent power producers. The Electricity Act permits new generation plants
other than hydro plants and nuclear plants to come into existence without restriction.

The Electricity Act only provides a framework, and we cannot predict whether and in what manner the
Government will adopt legislation relating to deregulation of the power sector or how such laws may be
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implemented through detailed regulations, or integrated or enforced. There can be no assurance that we will
be able to respond to such changes, comply with such new regulations at reasonable cost, compete effectively
or acquire or develop new power plants in the future, and any failure to do so could have a material adverse
effect on our business, prospects, financial condition and results of operations.

Risks relating to our Construction Business

44.

45.

46.

Construction projects carry many risks which could adversely affect our business.

Construction projects carry many risks, which, to the extent they materialise, could adversely affect our business,
prospects, financial condition and results of operations. These risks include:

e political, regulatory and legal actions that may adversely affect project viability;
e changes in Government and regulatory policies;
e delays in construction and operation of projects;

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

e the willingness and ability of consumers to pay for infrastructure services;
e shortages of or adverse price movements for raw materials;

e environmental risk, including rehabilitation and resettlement costs; and

e adverse developments in the overall economic environment in India.

Any of the foregoing could have a material adverse effect on our business, prospects, financial condition and
results of operations.

Our execution of large-scale integrated projects poses risks.

There are various risks associated with the execution of large-scale integrated projects. Larger contracts may
represent a larger part of our portfolio, increasing the potential volatility of our results and exposure to individual
contract risks. Managing large-scale integrated projects may also increase the potential relative size of cost
overruns and negatively affect our operating margins to a greater degree. Large-scale integrated projects may
cause us to assume portions of the project with potentially lower percentage margins. This is particularly so
because they attract larger competitors and often more intense competition. Our ten largest contracts
represented 87.0% of our revenues from construction business for the year ended March 31, 2006. If we do
not achieve our expected margins or suffer losses on one or more of these large contracts, this could reduce
our net income to a greater degree or cause us to incur a loss.

Unanticipated cost escalation of materials, fuel costs, labour and other inputs and purchase price of
equipments may adversely affect our results of operations.

Costs of materials, labour and other inputs constitute a significant part of our operating expenses. Our
construction operations require various bulk construction materials including steel, cement, bitumen and fly-
ash, among others. In certain of our contracts, we are required to procure various equipment including
process equipment, mechanical equipment, vessels, machinery, piping materials and electrical and
instrumentation components, and the prescribed cost escalation formula may not be adequate to cover the
entire cost increase. Unanticipated increases in the purchase price of equipment not taken into account in our
bids may adversely affect our results of operations.

Contracts, irrespective of their type (i.e., lump sum, item rate or design and build), typically contain price
variation or escalation clauses that provide for either reimbursement by the client in the event of a variation in
the prices of key raw materials (e.g., steel and cement) or a formula that splits the contract into pre-defined
components for materials, labour and fuel and links the escalation in amounts payable by the client to pre-
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defined price indices published periodically by the RBI or the Government. Claims for contract valuation are
often subject to lengthy arbitration or litigation proceedings. Under such circumstances, we may have to use
significant additional working capital to ensure successful execution of such projects. Further, we may also
face counterclaims initiated against us by certain clients in connection with our project claims. If we are held
liable for any of these counterclaims, we will incur write-downs and charges against our earnings to an extent
that a reserve may not be established. Even if we do not lose such counterclaims we may not be successful in
our claim for contract valuation. Some contracts do not include such price variation or escalation clauses. In
such instances, we face the risk that the price of key raw materials and other inputs will increase during the
project execution period and we are unable to pass on such cost increases to the client.

Risks relating to our Property Development Business

47.

48.

We are exposed to pre-construction related legal and regulatory risks. Further, two of our three property
projects are subject to legal proceedings.

All of our property projects are currently in the planning stage and the construction for these projects has not
been commenced. We need to obtain various approvals and enter into a development agreement with the
respective State entities before we can start developing these projects. The projects will also require various
regulatory approvals both at pre, during, and post construction phases which may not be obtained in time or
on reasonable conditions, causing delays or otherwise adversely affecting the project. If we do not commence
construction of the projects before a time stipulated by the Government we may be subject to penalties. We
have currently only signed a letter of intent in relation to the Hyderabad Property Project and so our participation
in such project is not definite. In addition, Mantri Developers Private Limited filed a suit in relation to its
participation under the Hyderabad Property Project and for further details, please see “Outstanding Litigation
and Defaults — A. Lanco Infratech Limited - Cases Against the Company” on page 249 of this Red Herring
Prospectus.

With respect to the Vizag Property Project, APIIC withdrew its letter of award and expressed its inability to
proceed further with the project and also invoked the bank guarantee of Rs. 6.2 million that we had provided
at the time of bidding for the Vizag Property Project. We have initiated litigation against APIIC against the
cancellation of the award. In the meantime, we have extended the bank guarantee and issued a cheque dated
September 18, 2006 for Rs. 80 million, which is to be encashed on issuance of the project revival letter. Further
details of the litigation have been disclosed for the reference of the investors in the section titled “Our Litigation
and Defaults — A. Lanco Infratech Limited - Cases filed by the Company” on page 251 of this Red Herring
Prospectus. Due to the litigation, the land has not yet been granted to us. We do not intend to enter into a
development agreement or pay any advances for the project until the litigation related to the land is settled.
Therefore there is no assurance that we will get clear title to the property for the Vizag Property Project and be
able to undertake this project. In addition, we may not be able to recover the bank guarantee of Rs. 6.2 million.

We are dependent on the performance of Hyderabad’s property market

Although we plan to expand into the property markets in other cities in India, our property development
business and prospects depend significantly on the performance of the Hyderabad property market. Currently,
two of our three property projects are located in Hyderabad. Accordingly, our business, financial condition
and results of operations have been and will continue to be heavily dependent on the Hyderabad property
market. The Hyderabad property market may perform differently from property markets in other cities or areas
in India. In the past few years, prices of residential properties in Hyderabad have risen significantly, but such
growth has often been coupled with volatility in market conditions and fluctuation in property prices. ltis not
possible to predict whether demand for commercial or residential property in Hyderabad or India generally will
continue to grow in the future, as many social, political, economic, legal and other factors may affect the
development of the property market. Accordingly, there can be no assurance that the level of demand will
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50.

51.

consistently match the level of supply. In the event of any unfavourable developments in the supply and
demand or any decreases in property prices in Hyderabad or other parts in India, our business, financial
condition and results of operations may be adversely affected.

Our ability to sell our property products will be affected by the availability of financing to potential customers,
especially buyers of residential properties.

A large number of our customers, especially buyers of residential properties, finance their purchases through
third-party mortgage financing. The interest rate has been substantially reduced since the 1990’s, when it
ranged between approximately 16.0% and 18.0%, to a range of 8.0% to 10.0%. As a result, the amount of
housing loans disbursed in India has been consistently increasing. Availing of home loans for residential
properties has become particularly attractive due to income tax benefits. In the event there is a change in the
policy of the Government and such income tax benefits are withdrawn or the interest rates on such loans are
increased, or there is decrease in the availability of home loans, the use of home loans may be reduced which
is likely to adversely affect the pricing for our properties, and which may adversely affect our operating results
and financial condition.

We may not be successful in identifying and undertaking projects, which may impede our growth.

Integral to our strategy for our property development business is our ability to undertake new projects. We
may not be successful in identifying suitable land for our projects that meet our acquisition criteria or in
finalising acquisitions on satisfactory terms. Our failure to identify or finalise acquisitions or to build or develop
saleable properties, or meet customer demand in a timely manner, could result in damage to or loss of customer
relationships. In addition, it could reduce the number of projects we undertake and slow our growth, which
could adversely affect our results.

Further, prior to undertaking a project, we conduct due diligence and assessment exercises in relation to the
financial viability of the project and in certain circumstances get appraisal reports from third parties. Due to the
nature of the industries in which we operate, certain potential risks and liabilities may not come to our notice
while conducting such exercises. Consequently, we may face unexpected liabilities and the project may not
deliver as per our estimations. Such unexpected liabilities may negatively impact our financial condition,
revenues and earnings.

The property market in India is cyclical and therefore our revenues from the property development and
construction business may vary significantly from period to period.

Historically, the property market in India has been cyclical, a phenomenon that can affect the optimal timing
for both the acquisition of sites and the sale of completed development properties. Over the last few years,
property prices and the number of property development projects have gradually increased in major cities in
India, including New Delhi, Mumbai, Bangalore and Hyderabad, as a result of an increase in demand driven by
domestic economic growth. There is, however, no assurance that such growth will continue or that problems
of oversupply and falling property prices will not occur in the Indian property market, including Hyderabad,
where many of our property development projects are located. As a result, our revenues from the property
development business may vary significantly from period to period. Such factors can also adversely affect the
demand and prices for construction. Future fluctuations of or declines in the property market business cycle
could have a material adverse affect our business, financial condition and results of operations.

Risks Associated with Investments in an Indian Company

52.

A slowdown in economic growth in India could cause our business to suffer.

Our performance and the quality of growth of our business are necessarily dependant on the health of the
overall Indian economy. India’s economy could be adversely affected by a general rise in interest rates,
adverse conditions affecting agriculture, commodity and electricity prices or various other factors. A slowdown
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in the Indian economy could adversely affect our business including our ability to implement our strategy and
increase our participation in the infrastructure and property development sectors. The Indian economy is
currently in a state of transition and it is difficult to gauge the impact of certain fundamental economic changes
on our business. While the Government has recently been encouraging private participation in the infrastructure
and property development sectors, any adverse change in policy could result in a slowdown of the Indian
economy. Additionally, these policies will need continued support from stable regulatory regimes that stimulate
and encourage the continued movement of private capital into infrastructure development. Further, since
infrastructure services in India have historically been provided by central and/or State Governments without
charge or at a nominal charge, the growth of the private infrastructure industry will be impacted by consumer
income levels and the extent to which they would be willing to pay or can be induced to pay for infrastructure
services. Any downturn in the macroeconomic environment in India or in specific sectors could adversely
affect the price of our shares and our business and financial performance.

Demand for power, property development and construction services in India depends on domestic and
regional economic growth.

Each of the power, property development and construction businesses, like that of many other countries, is
dependent on the level of domestic, regional and global economic growth, international trade and consumer
spending. The rate of growth of India’s economy and of the demand for power, property development and
infrastructure services in India may not be as high, or may not be sustained for as long, as we have anticipated.
During periods of robust economic growth, demand for such services may grow at a rate as great as, or even
greater than, that of the GDP. On the other hand, during periods of slow GDP growth, such demand may
exhibit slow or even negative growth. To the extent growth in the Indian economy is less than what we
anticipate, demand for power and our property development and construction services may be lower than we
anticipate, making our projects and other businesses unprofitable. There can be no assurance that future
fluctuations of the economic or business cycle, or other events that could influence GDP growth, will not have
a material adverse effect on our business, prospects, financial condition and results of operations.

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

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

We are subject to various Indian taxes and avail ourselves of tax benefits offered by the Government. Our
profitability would decrease if there is any adverse change in general tax policies or if the tax benefits are
reduced or withdrawn.

We currently have operations and staff spread across various states of India and we further propose to expand
our operations to other states in India. Consequently, we are, and would be, subject to the jurisdiction of a
number of tax authorities and regimes. The revenues recorded and income earned in these jurisdictions are
taxed on differing bases, including net income actually earned, net income deemed earned and revenue-
based tax withholding. The final determination of our tax liabilities involves the interpretation of the related
jurisdiction as well as the significant use of estimates and assumptions regarding the scope of future operations
and results achieved and the timing and nature of income earned and expenditures incurred. Changes in the
operating environment, including changes in tax law, could impact the determination of our tax liabilities for
any given tax year.
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Taxes and other levies imposed by the central or State Governments in India that affect our industry include
customs duties, excise duties, VAT, income tax, service tax and other taxes, duties or surcharges introduced
from time to time. The central and State tax scheme in India is extensive and subject to change from time to
time. Any adverse changes in any of the taxes levied by the central or State Governments may adversely affect
our competitive position and profitability. Currently we have claimed certain tax credits under Section 80 IA of
the I.T. Act, relating to infrastructure development projects which decrease the effective tax rates compared to
the statutory tax rates. There can be no assurance that these tax incentives will continue in the future or that
such tax credits shall be held to be available to us. The non-availability of these tax incentives could adversely
affect our financial condition and results of operations. The Government has recently introduced a fringe
benefit tax payable in connection with certain expenditures incurred by us, which is likely to increase our tax
liability.

Presently, infrastructure development projects enjoy certain benefits under Section 80 IA. As a result of these
incentives, most of our projects are subject to relatively low tax liabilities. Our income tax exemptions for
various projects expire at various points in time. There is no assurance that the infrastructure projects will
continue to enjoy the tax benefits under Section 80 IA. When our tax incentives expire or terminate, our tax
expense will materially increase, reducing our profitability. Further, the Government could enact laws in the
future that may adversely affect our tax incentives, and in turn, our tax liabilities and profits.

Political instability or changes in the Government could adversely affect economic conditions in India
generally and our business in particular.

The Government of India has traditionally exercised and continues to exercise a significant influence over
many aspects of the economy. Our business, and the market price and liquidity of our shares, may be affected
by interest rates, changes in Government policy, taxation, social and civil unrest and other political, economic
or other developments in or affecting India.

Since 1991, successive Governments have pursued policies of economic liberalisation and financial sector
reforms. The Government dissolved parliament in February 2004, and following the general elections held
during April and May 2004, a new coalition Government, the United Progressive Alliance, led by the Indian
National Congress party, elected in May 2004. The new Government has announced its general intention to
continue India’s current economic and financial sector liberalisation and deregulation policies. However, there
can be no assurance that such policies will be continued and a significant change in the Government’s policies
in the future could affect business and economic conditions in India and could also adversely affect our
business, prospects, financial condition and results of operations.

Terrorist attacks and other acts of violence or war involving India, the United States and other countries
could adversely affect the financial markets, result in a loss of business confidence and adversely affect our
business, prospects, financial condition and results of operations.

Terrorist attacks as well as other acts of violence or war, including those involving India, the United States or
other countries, may adversely affect Indian and worldwide financial markets. These acts may also resultin a
loss of business confidence and have other consequences that could adversely affect our business, prospects,
financial condition and results of operations. Increased volatility in the financial markets can have an adverse
impact on the economies of India and other countries, including economic recession.

If communal disturbances or riots erupt in India, or if regional hostilities increase, this would adversely
affect the Indian economy, the health of which our business depends upon.

Some parts of India have experienced communal disturbances, terrorist attacks and riots during recent years.
If such events recur, our operational and marketing activities may be adversely affected, resulting in a decline
in our income.
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The Asian region has from time to time experienced instances of civil unrest and hostilities among neighbouring
countries, including those between India and Pakistan. The hostilities between India and Pakistan are particularly
threatening because both India and Pakistan are nuclear powers. Hostilities and tensions may occur in the
future and on a wider scale. Also, since 2003, there have been military hostilities and continuing civil unrest
and instability in Iraq and Afghanistan. Events of this nature in the future, as well as social and civil unrest
within other countries in Asia, could influence the Indian economy and could have a material adverse effect on
the market for securities of Indian companies, including our shares.

We are subject to risks arising from exchange rate fluctuations.

The exchange rate between the Rupee and the US Dollar has changed substantially in recent years and may
continue to fluctuate substantially in the future. From December 31, 1999 to May 31, 2002, the value of the
Rupee declined by 12.8%. From May 31, 2002 to March 31, 2006, the value of the Rupee against the US Dollar
rose by approximately 12.5%. Accordingly, our operating and financial results would be negatively affected if
the Rupee depreciates against the US Dollar. We cannot assure you that we will be able to effectively mitigate
the adverse impact of currency fluctuations on our results of operations.

Risks Related to Our Shares and the Issue

60.

61.

You will not be able to trade any of the Equity Shares you purchase in the Issue immediately on an Indian
Stock Exchange.

Under SEBI Guidelines, we are permitted to allot Equity Shares within 15 days of the closure of the public
issue. The Equity Shares you purchase in the Issue may not be credited to your book or demat account until
approximately 15 days after the issuance of the Equity Shares. You can start trading the Equity Shares once
they have been credited to your demat account and listing and trading approvals are received from the Stock
Exchanges. There can be no assurance that the Equity Shares allocated to you will be credited to your demat
account, or that trading in the Equity Shares will commence, within the specified time periods.

There is no existing market for the Equity Shares, and we do not know if one will develop. Our stock price
may be highly volatile after the Issue and, as a result, you could lose a significant portion or all of your
investment.

Prior to the Issue, there has not been a public market for the Equity Shares. We cannot predict the extent to
which investor interest will lead to the development of an active trading market on the Stock Exchanges or
how liquid that market will become. If an active market does not develop, you may experience difficulty selling
the Equity Shares that you purchased. The initial public offering price is not indicative of prices that will prevail
in the open market following the Issue. Consequently, you may not be able to sell your Equity Shares at prices
equal to or greater than the price you paid in the Issue. The market price of the Equity Shares on the Indian
Stock Exchanges may fluctuate after listing as a result of several factors, including the following:

e volatility in the Indian and other global securities markets;

e risks relating to our business and industry, including those discussed above;
e our ability to complete projects in time;

e strategic actions by us or our competitors;

e investor perception of the investment opportunity associated with the Equity Shares and our future
performance;

e significant development in the regulation of financial services markets;
e adverse media reports about us, Prince Stone or our Subsidiaries;

e future sales of the Equity Shares, including sales by Prince Stone;
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e variations in our quarterly results of operations;

e differences between our actual financial and operating results and those expected by investors and analysts;
and

e changes in analysts’ recommendations or perceptions of us or India.
A decrease in the market price of the Equity Shares could cause you to lose some or all of your investment.

Future sales of Equity Shares by shareholders, including Prince Stone, may adversely affect the market
price of the Equity Shares.

After this Issue, Prince Stone, which is controlled by L. Madhusudhan Rao, will own approximately 50.3% and
the Promoter and the Promoter Group will collectively own approximately 75.0% of our issued Equity Shares.
The market price of the Equity Shares could decline due to the sale of a large number of the Equity Shares, or
the perception that such sales may occur. This, in turn, could make it difficult for you to sell Equity Shares in
the future at a time and at a price that you deem appropriate.

Conditions in the Indian securities market may affect the price or liquidity of the Equity Shares.

The Indian securities markets are more volatile than securities markets in developed economies. Indian Stock
Exchanges have in the past experienced substantial fluctuations in the prices of listed securities. Indian stock
exchanges have also experienced problems that have affected the market price and liquidity of listed securities.
These problems include temporary exchange closures, broker defaults, settlement delays and strikes by brokers.
In addition, the governing bodies of the Indian Stock Exchanges have from time to time restricted securities
from trading, limited price movements and restricted margin requirements. Additionally, disputes have occurred
between listed companies and the Indian Stock Exchanges and other regulatory bodies that, in some cases,
have had a negative effect on market sentiment. Similar problems could occur in the future and, if they do,
could negatively impact the market price and liquidity of the Equity Shares.

Our ability to pay dividends in the future will depend upon future earnings, financial condition, cash flows,
working capital requirements and capital expenditures.

The amount of our future dividend payments, if any, will depend upon our future earnings, financial condition,
cash flows, working capital requirements and capital expenditures. There can be no assurance that we will be
able to pay dividends after we commence operations. Additionally, we may be restricted by the terms of our
proposed debt financing to make dividend payments only after a certain time period as will be agreed with the
lenders.

Any future equity offerings by us could lead to dilution of your shareholding or adversely affect the market
price of the Equity Shares.

If we do not have sufficient internal resources to fund our investment requirements or working capital needs
in the future, we may need to raise funds through equity financing. As a purchaser of the Equity Shares in the
Issue, you could experience dilution to your shareholding in the event that we conduct future equity offerings.
Such dilution can adversely affect the market price of the Equity Shares and could impact our ability to raise
capital through an offering of our equity securities. In addition, any perception by investors that such issuance
or sales will occur could also affect the trading price of the Equity Shares.

We cannot guarantee the accuracy or completeness of facts and other statistics with respect to India, the
Indian economy, and the Indian power, property development and infrastructure-related sectors contained
in this Red Herring Prospectus.

Facts and other statistics in this Red Herring Prospectus relating to India, the Indian economy and the Indian
power, property development and infrastructure-related sectors have been derived from various Government
publications and obtained in communications with various Indian Government agencies that we believe to be
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reliable. However, we cannot guarantee the quality or reliability of such source of materials. While our
directors have taken reasonable care in the reproduction of the information, they have not been prepared or
independently verified by us, the BRLMs or any of our or their respective affiliates or advisers and, therefore,
we make no representation as to the accuracy of such facts and statistics, which may not be consistent with
other information compiled within or outside India. These facts and other statistics include the facts and
statistics included in the sections entitled “Industry Overview” on page 49 of this Red Herring Prospectus. Due
to possibly flawed or ineffective collection methods or discrepancies between published information and
market practice and other problems, the statistics herein may be inaccurate or may not be comparable to
statistics produced elsewhere and should not be unduly relied upon. Further, there is no assurance that they
are stated or compiled on the same basis or with the same degree of accuracy as may be the case elsewhere.

Notes to Risk Factors

1.

The Issue comprises a public issue of 44,472,381 Equity Shares for cash at a price of Rs. [e] per Equity Share
aggregating Rs. [¢] million by the Company. The Issue comprises a Net Issue to the public of 43,972,381 Equity
Shares of Rs. 10 each and a reservation for Eligible Employees of 500,000 Equity Shares of Rs. 10 each, at the
Issue Price. The Issue would constitute 20.0% of the fully diluted post Issue paid up equity capital of the
Company. The Net Issue would constitute approximately 19.8% of the fully diluted post Issue paid up equity
capital of the Company.

e  Our net worth was Rs. 3,000.92 million as of June 30, 2006 as per our consolidated financial statements
under Indian GAAP,

e The net asset value per Equity Share was Rs. 17.87 as of June 30, 2006, as per our consolidated financial
statements under Indian GAAP.

After March 31, 2006, we made the following issuances:

e Bonusissue of 15,384,444 Equity Shares by way of a bonus issue to our existing shareholders in the ratio
of one share for every two shares of the Company held by our shareholders on April 24, 2006;

e Freshissue of 10,637,144 Equity Shares on June 7, 2006;
e Issue of 5,012,064 Equity Shares of a face value of Rs. 5 to the ESOS Trust on June 16, 2006;

e Bonusissue of 118,593,016 Equity Shares by way of a bonus issue to our existing shareholders in the ratio
of two shares per one share held by our shareholders on July 30, 2006.

For further details, please refer to Note 1 to the section titled “Capital Structure — Notes to Capital Structure” on
page 17 of this Red Herring Prospectus.

Investors may note that in case of over-subscription in the Issue, allotment to Qualified Institutional Investors,
Non-Institutional Bidders and Retail Bidders shall be on a proportionate basis. For more information, please see
“Issue Procedure - Basis of Allotment” on page 309 of this Red Herring Prospectus.

Investors are advised to refer to the section titled “Basis for Issue Price” on page 38 of this Red Herring Prospectus.
The average cost of acquisition of our Equity Shares by our Promoters is as follows:

e L. Madhusudhan Rao - Rs. 0.43 per Equity Share;

e G. Bhaskar Rao - Rs. 0.42 per Equity Share;

e L. Sridhar — Rs. 0.44 per Equity Share;

e LGL -Rs. 51.43 per Equity Share; and

e Prince Stone - Rs. 2.95 per Equity Share.

Trading in Equity Shares of our Company for all the investors shall be in dematerialised form only.
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7.

10.

11.

Any clarification or information relating to the Issue shall be made available by the BRLMs and our Company to
the investors at large and no selective or additional information would be available for a section of investors in
any manner whatsoever. Investors may contact the BRLMs and the Syndicate Members for any complaints
pertaining to the Issue.

For details of our related party transactions, please see “Related Party Transactions” on page 221 of this Red
Herring Prospectus.

Details of Sundry Debtors balances due from private companies in which directors of the company are directors
as at March 31, 2006:

Name of the party (Rs. in Millions)
Lanco Energy Private Limited 171.12
Lanco Green Power Private Limited 36.93
Vamshi Hydro Energies Private Limited 12.37
Lanco Amarkantak Power Private Limited 11.47
Total 231.89

The above balances are on account of construction project contracts with these companies. For details of
loans and advances, please see “Financial Information- Statement of Loans and Advances” on page F-16 of
this Red Herring Prospectus.

Details of loans and advances balances due from a company in which the directors are partners as at March
31,2006

Name of the party (Rs. in Millions)
S.V. Contractors 40.30

The above balances are on account of construction project contracts with these companies. For details of
loans and advances, please see “Financial Information- Statement of Loans and Advances” on page F-16 of
this Red Herring Prospectus.

For details of the interests of our Promoters and Directors in the Company, please see “Our Promoter - Interests
of Promoters and Common Pursuits” and “Our Management — Interest of Directors” on pages 149 and 143,
respectively, of this Red Herring Prospectus.
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SECTION Il - INTRODUCTION
SUMMARY

We are an infrastructure development company in India with interests in power, construction and property development. We
currently own 11 power projects (of which five are in operation and six are under development) with current operating capacity
of 149.75 MW in operation and 1,260.0 MW under development. We currently own 33.9% of LKPPL, which owns and operates
the Kondapalli Power Plant, and have agreed to acquire an additional 25.1% equity stake from Globeleq. We expect to complete
the acquisition by the quarter ending December 31, 2006. The Kondapalli Power Plant has an operating capacity of 368.1 MW.
We also have a right to subscribe up to 74.0% of the share capital of NPCL upon achieving financial closure of the Nagarjuna
Power Project prior to March 31, 2007. The Nagarjuna Power Project is expected to have an operational capacity of 1,015.0 MW.
Our power assets consist of gas, bio-mass, hydro, coal (indigenous and imported) and wind-based power plants. We also have
interests in power trading in India and commenced power trading operations in January 2006. In the construction business, we
have experience in the execution of several power projects, transportation networks, water supply works, and commercial and
residential building complexes. These projects include the coffer dam for the Tehri Dam project, the Veeranam Water Supply
project, modernisation of an 825-bed hospital for the Indian Navy in Mumbai, a cable-stayed flyover in Navi Mumbai, and
construction of the Kondapalli Power Plant and the Aban Power Plant. We are currently involved in construction projects in
relation to power projects, highways and a telephone exchange. In the property business, we own or have won bids to develop
approximately 19.5 million square feet of saleable area, including a 100.0 acre integrated IT park and township and a 21.8 acre
residential development, both located in Hyderabad. Our services cover all stages of development of our projects, including
the supervision of construction services, financing and operations.

Our promoters are Mr. L. Madhusudhan Rao, Mr. G. Bhaskara Rao, Mr. L. Sridhar, Prince Stone and LGL.

In order to consolidate the power, construction and property development business of the Promoter Group companies and the
Lanco Group under one holding company, we commenced a reorganisation in May 2006, pursuant to which, we acquired a
controlling interest in 19 entities from the Promoter Group. Subsequently, we also acquired a 13.3% equity stake of APCL from
Aban Ventures, which combined with the 37.7% interest of the Promoter Group and Lanco Group, gave us a controlling interest
in APCL. As a consequence, these entities became our consolidated Subsidiaries. Also as part of the reorganisation, LKPPL is
expected to become a consolidated Subsidiary of LITL by the quarter ending December 31, 2006 following the proposed
acquisition of an additional 25.1% interest from Globeleq for US$30.0 million (approximately Rs. 1,394.7 million) plus interest
for the period from October 8, 2006 (“Payment Date”) until the actual payment is made, if the closing is not completed by the
Payment Date. The closing has not been completed as of the date of this Red Herring Prospectus and is also subject to
Government approval and the consent of the other shareholders of LKPPL. The purpose of the reorganisation and consolidation
of the power and property development businesses into LITL is to derive synergies from operating across various businesses
in infrastructure development.

We currently operate three different businesses within infrastructure development, namely, power, construction and property
development. The power business is expected to contribute significantly to our income and profits in the near future. The
property development business is still in the early stages of growth. We operate our construction business through LITL. In the
years ended March 31, 2004, 2005 and 2006, LITL's total consolidated income was Rs. 1,307.7 million, Rs. 1,852.9 million and
Rs. 1,483.9 million, respectively, and LITL's profit after taxation was Rs. 70.7 million, Rs. 92.5 million and Rs. 170.7 million,
respectively. In the quarter ended June 30, 2006, LITL's total consolidated income was Rs. 1,109.6 million and net profit after
taxation, minority interest and share of profits of associates was Rs. 130.6 million. We operate our power business through
individual project companies that are consolidated Subsidiaries of LITL. We expect LKPPL and APCL to contribute a significant
portion of our revenues going forward. APCL commenced operations in August 2005 and had a total income and profit after
taxation for the period from August 11, 2005 to March 31, 2006 of Rs. 983.5 million and Rs. 33.6 million, respectively. APCL's
results of operations were consolidated with LITL's results of operations for the quarter ended June 30, 2006 with effect from
June 7, 2006. APCL's total income and profit after taxation for the quarter ended June 30, 2006 was Rs. 375.4 million and Rs. 8.7
million respectively. Also, in the years ended March 31, 2004, 2005 and 2006, LKPPL's total income was Rs. 5,625.3 million, Rs.
5,681.2 million and Rs. 5,650.5 million, respectively and profit after taxation was Rs. 599.9 million, Rs. 1,077.1 million and Rs.
1,067.9 million, respectively. For the quarter ended June 30, 2006, LKPPL's total income was Rs. 1,437.1 million and profit after
taxation was Rs. 247.7 million.

All of our businesses are located in India, and all of our investments are in companies that operate businesses in India.
Historically, in the power sector, we have been most active in Southern India, in the states of Andhra Pradesh, Tamil Nadu and
Karnataka. We have, however, in recent years pursued opportunities in other parts of India, including Amarkantak, in the State
of Chhattisgarh (where we are developing a coal-based power plant) and in the states of Uttaranchal, Himachal Pradesh and
Sikkim (where we are developing hydroelectric power plants). Recently in September 2006, we won the bid to develop and
operate the coal-based Anpara “C” power plant in the State of Uttar Pradesh. While we plan to capitalise on our belief that India
will continue to experience strong and growing demand for power and urban infrastructure, we also intend to pursue suitable
opportunities to acquire assets in other parts of Asia.
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Our Competitive Strengths

Our experience in the construction business and acquisitions and implementation of power projects enables us to
identify and successfully execute projects. We believe our experience in the infrastructure sector and our industry
knowledge allows us to identify and evaluate new projects effectively. Our experience in diverse projects helps us to
assess risks and the potential returns of a project. For example, in the power business, we identified and are developing
various hydroelectric power projects in order to benefit from cheaper, more readily available and environmentally friendly
fuel. We believe that we have earned a reputation for reliability and completing projects on schedule within the sectors in
which we operate and among our customers. In addition, our experience, among other factors, helps us to pre-qualify for
large projects.

We maintain operations in diverse businesses, which reduces our dependence on any one area of the infrastructure
business. We currently operate in the power, construction and property development sectors. In the power sector, we
operate, or are commencing operations of, gas, bio-mass, hydro, coal and wind-based power plants. In the construction
sector, we provide construction services for various types of civil construction and infrastructure projects, including power
plants, irrigation and water supply projects, transportation, engineering projects, commercial and residential buildings,
mass housing projects and townships, industrial structures, corporate offices and hospitals. In the property business, we
propose to develop IT parks and residential and commercial projects. This variety of project types enables us to keep our
business diversified and reduces our dependence on any one segment, while providing us with an opportunity to participate
in the overall growth in the Indian infrastructure sector. In addition, we have, or will have, operations across eight states in
India.

We have the ability to undertake projects on both turnkey and design-build basis. In addition to routine construction
projects, we undertake projects on a turnkey basis, in which we provide a range of specialised construction and operational
services including electrical, fire prevention and control, plumbing, air conditioning and other civil works. We also provide
design-build services to clients in various segments. In design-build projects, we typically design or oversee the design of
the project by third-party service providers according to the client’s requirements. When such projects require capabilities
that we cannot provide, we outsource such functions to third-party service providers. Our experience in executing turnkey
and design-build projects demonstrates our ability to provide a variety of services to clients and accordingly, enables us to
pre-qualify for significant projects in which clients seek such solutions. For example, we believe we were pre-qualified for,
and later awarded, the Hyderabad Property Project, in part, due to the strength of our experience in performing turnkey and
design-build projects.

We benefit from the use of the Lanco brand. We are the flagship company of the Lanco Group. Our affiliates have been
operating in India for over 40 years in a wide variety of businesses, including manufacturing, construction, IT and IT-enabled
services and power. Due to the long-standing history of the Lanco group of companies in India, we believe that the Lanco
brand enjoys brand recognition in India. We position our brand to be associated with reliability, trust and value. We
currently use the Lanco brand in each of our power, construction and property development businesses. Please see “Risk
Factors — We do not own the “Lanco” trademark or logo used in all of our businesses” on page xxxi of this Red Herring
Prospectus.

We have entered into strategic and financial partnerships with leading international firms and have strong relationships
with leading Indian financial institutions. We believe that one of our strengths stems from the knowledge and experience
gained from the long operating history of the Lanco Group, as well as good working relationships we have established with
Government entities and international corporations. In the power sector, we have worked, or are currently working, with
Genting Group (Malaysia), Doosan Engineering (Korea) and General Electric Company. We established a relationship with
Globeleq, a large infrastructure-focused private equity fund in the UK, through its purchase of a 25.1% interest in our power
subsidiary, LKPPL. For our construction projects, we have had strategic partnerships with Hyosung — Ebara Company
Limited, Voist-Alpine Tech Wabagh (India) and Punchak Niaga Holdings Berhad Malaysia. For the LAPPL project, DEG
subscribed to 11.76% of the equity share capital of LAPPL, subject to certain conditions. Given that our affiliates have
operated in various industries in India for over two decades, many of the leading Indian financial institutions have worked
with, or are otherwise familiar with, the Lanco group of companies. We believe our good working relationships with
international corporations and Indian financial institutions, as well as Lanco Group's extensive experience in working with
them, enhance our ability to find strategic partners and raise funding.

We have a qualified and experienced employee base and proven management team. We believe that a well-trained,
motivated and satisfied employee base is key to our business. As of October 9, 2006, we employed 361 full-time employees,
including two of our Promoters as Directors on our Board. We believe the skill sets of our employees give us the flexibility
to adapt to the needs of our clients and help satisfy the technical requirements of the various projects that we undertake.
We are committed to develop the expertise and know-how of our employees through regular technical seminars and
training sessions. Our management team is well qualified and experienced in the construction and power industry and has
been responsible for the growth of our operations. We have recently expanded our Board by appointing five independent
Directors whom we believe will provide us with significant business experience as well as strengthen corporate governance.
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Our Business Strategy

Our strategy is to build upon our competitive strengths and business opportunities to become a leading integrated infrastructure
group in India. Our business strategy consists of the following principal elements:

Capture the high growth opportunities in the Indian infrastructure sector. We believe that the increasing levels of
investment in infrastructure by Governments and private industries will be a major driver for growth in our business in the
foreseeable future. Additionally, the Gol has taken steps to encourage additional investments in infrastructure, such as
formulating plans to create SEZs in various areas of India and providing economic benefits to private sector participants for
projects executed on a BOT or annuity basis. We intend to take advantage of the growing opportunities in infrastructure
development by strengthening our existing expertise in the power, construction and property development businesses
and identifying new prospects for growth. For example, in the power sector following our recent acquisition of APCL and
assuming completion of our planned acquisition of LKPPL, we intend to build a stable stream of revenues from power
plants by developing and operating nine new power plants, which include coal (both indigenous and imported) and
hydroelectric power plants. We also recently entered the power trading business and are looking for opportunities to
integrate downward by entering into power transmission and power distribution. In the construction business, we intend
to leverage our past experiences and financial position to partner with larger national and international companies to bid for
and participate in larger and more profitable projects.

Identify new investment opportunities in the property development sector. We currently own or have won bids to
develop approximately 19.5 million square feet of saleable area. We propose to develop an integrated IT park and township
in Hyderabad based on a “Walk to Work” concept. We intend to identify and develop more signature projects with similar
concepts. We have a dedicated and experienced infrastructure team to identify projects that can be developed using our
expertise in constructing medium to large size integrated townships.

Consolidate our position in the civil construction sector. We believe we are one of the well established players in the
Indian civil construction business, having demonstrated an ability to undertake a wide range of construction projects,
including high-end residential projects, mass housing projects, hospitals, corporate offices and industrial buildings. We
intend to continue to target additional opportunities and pursue more technically complex projects in the civil construction
sector, including turnkey and design-build projects, to maintain and build on our market position. We also intend to expand
our client base for civil construction projects by bidding for and acquiring more projects offered to private sector entities in
India.

Leverage our experience in the infrastructure sector to further our property development business. Through our
construction business and recently acquired power business, we have acquired skills and experience, as well as business
relationships, many of which we believe can be applied to the development of projects in the same and other sectors. For
instance, we have acquired substantial experience in construction risk allocation and mitigation, as well as raising debt
financing for our projects from financial institutions and commercial banks on competitive terms. We intend to apply these
skills and experience to the development of projects in the same and other sectors, including the Hyderabad Property
Project and the Ocean Park Property Project that we propose to develop.

Improve performance and competitiveness of existing core businesses. In addition to growth through expansion, we
seek to improve the performance and competitiveness of our existing businesses. For the power business, in order to
allow us to generate electricity at a lower cost and reduce our reliance on any one type of fuel, we are developing coal-
based (both domestic and imported) and hydroelectric power plants. For the construction business, we are focusing on
improving our profit margin by reducing costs through efficient project management. We also intend to increase our
profitability by bidding for the development of new infrastructure projects on a BOT basis. We believe BOT contracts
generally provide better operating margins than other construction contracts because of the added overall control of
project costs that can be exerted by the contractor. Additionally, we believe BOT projects offer the possibility of higher
revenues to the contractor by virtue of better than anticipated use of assets. We intend to increase our focus on BOT and
annuity projects by leveraging our technical and financial credentials, including our improved equity position following the
Issue. We also expect reducing our leverage will improve our ability to partner or form strategic alliances with corporate
developers and domestic and international financial institutions. For the property development business, we plan to
pursue joint venture development projects to maximise capital allocation and use our capital resources to build up our land
banks. We also intend to build our marketing experience by forming associations with international marketing organisations
to enable us to expand our marketing reach across India and internationally.

Also, please refer to the section titled “Industry Overview” on page 49 of this Red Herring Prospectus.
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SUMMARY FINANCIAL INFORMATION

The following tables present consolidated summary financial information for LITL and should be read in conjunction with the
Auditors’ Reports and the consolidated financial statements and notes thereto contained in this Red Herring Prospectus and
the sections titled “Financial Statements”, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” and “Our Business” on pages F-1, 223 and 67, respectively of this Red Herring Prospectus. The summary financial
information presented below as of and for the years ended March 31, 2002, 2003, 2004, 2005, 2006 and for the quarter ended
June 30, 2006 were derived from the audited consolidated financial statements of LITL, audited by Price Waterhouse, Chartered
Accountants, in accordance with Indian GAAP. The summary consolidated financial information presented below does not
purport to project our results of operations or financial condition.

. SUMMARY OF CONSOLIDATED PROFIT AND LOSS ACCOUNT

(Rs. in Millions)
2006 2005 2004 2003 2002 June 30,
2006
l.  INCOME
Sales and Operating Income 1,471.01 1,839.21 1,292.56 1,745.62 1,617.44 1,101.68
Other Income 12.92 13.71 15.10 10.30 15.99 7.90
Total 1,483.93 1,852.92| 1,307.66 1,755.92 1,633.43 1,109.58
. EXPENDITURE
Subcontract Cost and Other
Construction Cost 742.24 760.37 651.26 1,003.23 785.23 327.29
Generation and Operating Expenses 516.23 862.45 394.82 463.35 538.30 512.02
Administration and Other Expenses 45.09 54.94 76.48 161.83 136.11 43.51
Interest and Finance Charges 36.28 60.50 78.52 27.14 36.00 56.65
Loss on sale of assets (Net) 0.21 48.04 13.25 1.77 1.21 0.35
Depreciation 18.91 40.00 40.73 23.88 17.18 29.12
Total 1,358.96 1,826.30| 1,255.06 1,681.20 1,514.03 968.94
lll. Profit Before Taxation and
before Minority 124.97 26.62 52.60 74.72 119.40 140.64
Interest/ Share of profits of Associates
Provision for Taxation
- Current 40.00 23.51 20.46 14.70 12.40 48.74
- Fringe Benefit 0.28 - - - - 0.22
- Deferred (6.82) (29.61) (2.45) 13.82 - (1.60)
IV. Profit After Taxation and
before Minority Interest and Share
of profits of Associates as per
audited consolidated
statement of accounts 91.51 32.72 34.59 46.20 107.00 93.28
Minority Interest (0.03) 4.63 6.21 - - 0.87
Share of Profits of Associates (net) 79.13 64.37 42.35 49.60 - 38.19
V. Net Profit After Taxation,
Minority Interest and Share of
profits of Associates as per
audited consolidated statement
of accounts 170.67 92.46 70.73 95.80 107.00 130.60
Surplus brought forward from
Previous year 381.23 288.77 218.04 275.52 211.42 573.68
VI. Profit available for appropriation 551.90 381.23 288.77 371.32 318.42 704.28
Appropriations
General Reserve - - - 16.55 -
Capital Reserve - - - - 42.90
Interim Dividend - Considered as Final - - - 80.77 -
Deferred Tax liability-Opening - - - 55.96 -
VII. Adjusted Available Surplus carried
to Balance Sheet 551.90 381.23 288.77 218.04 275.52
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Il. SUMMARY OF CONSOLIDATED ASSETS AND LIABILITIES
(Rs. in Millions)
As at As at As at As at As at As at
March 31, | March 31, | March 31, | March 31, | March 31, June 30,
2006 2005 2004 2003 2002 2006
.  SOURCES OF FUNDS
1. Shareholders’ Funds
(a) Capital 307.69 76.92 76.92 76.92 76.92 567.78
(b) Reserves and Surplus 646.59 706.69 614.74 543.50 585.77 2,433.14
954.28 783.61 691.66 620.42 662.69 3,000.92
Minority Interest 137.80 40.93 48.01 - - 781.29
Loan Funds
(a) Secured Loans 780.88 132.00 301.75 196.77 176.75 8,456.51
(b) Unsecured Loans 616.92 631.04 275.77 6.26 105.90 350.00
4. Deferred Tax liabilities 30.65 37.72 67.33 69.78 - 29.09
(Refer Note 4 (xiii) on schedule 19)
TOTAL 2,520.53 1,625.30 1,384.52 893.23 945.34 | 12,617.81
Il. APPLICATION OF FUNDS
1. Fixed Assets
(a) Gross Block 234.66 198.31 616.56 395.20 390.31 5,433.34
(b) Less: Depreciation 85.51 66.70 114.11 75.03 52.62 530.88
(c) Net Block 149.15 131.61 502.45 320.17 337.69 4,902.46
(d) Capital Work in Progress 118.65 6.86 0.64 - - 3,298.98
(e) Expenses during construction
period pending allocation (net) 141.03 78.58 - - 4.79 766.75
408.83 217.05 503.09 320.17 342.48 8,968.19
Investments 1,014.78 596.03 819.51 479.13 522.38 1,653.77
Current Assets, Loans and Advances
(a) Inventories 164.12 86.76 200.49 128.69 129.16 569.02
(b) Sundry Debtors 380.52 179.59 90.93 146.54 159.01 621.29
(c) Cash and Bank Balances 413.57 359.11 130.38 175.49 188.10 886.22
(d) Other Current Assets 1.83 2.47 5.52 19.41 17.05 11.43
(e) Loans and Advances 1,717.67 515.04 249.60 286.09 383.76 2,863.48
2,677.71 1,142.97 676.92 756.22 877.07 4,951.44
Less: Current Liabilities and Provisions:
(a) Liabilities 1,311.84 307.63 612.09 660.74 747.51 2,731.60
(b) Share Application Money 267.30 21.85 - - 48.12 181.21
(c) Provisions 1.65 1.27 2.91 1.55 0.96 42.78
1,580.79 330.75 615.00 662.29 796.59 2,955.59
Net Current Assets 1,096.92 812.22 61.92 93.93 80.48 1,995.85
TOTAL 2,520.53 1,625.30 1,384.52 893.23 945.34 | 12,617.81




™

LANCO

INSPIRING GROWTH

THE ISSUE

Equity Shares offered by
The Company

Employee Reservation Portion
Therefore,
Net Issue to the Public
Out of which:

QIB Portion

Of which:

Mutual Fund Portion

Non-Institutional Portion

Retail Portion
Equity Shares outstanding prior to the Issue
Equity Shares outstanding after the Issue

Use of proceeds by the Company

44,472,381 Equity Shares

500,000 Equity Shares

43,972,381 Equity Shares

At least 26,383,429 Equity Shares

1,319,172 Equity Shares

Up to 4,397,238 Equity Shares
Up to 13,191,714 Equity Shares
177,889,524 Equity Shares
222,361,905 Equity Shares

See the section titled “Objects of the Issue” on page 27 of this
Red Herring Prospectus.
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GENERAL INFORMATION

Our Company was originally incorporated on March 26, 1993 as “Lanco Constructions Limited” in Andhra Pradesh with its
registered office at 1-8-50/G, 2" Floor, Krishna Nagar Colony, Prenderghast Road, Secunderabad — 500 003 and received its
certificate of commencement of business on March 31, 1993. With effect from June 2, 1994, the Company shifted its registered
office to Ground Floor, Visaka Towers, 1-8-303/69/3, Sardar Patel Road, Secunderabad — 500 003. The Company further shifted
its registered office, with effect from July 12, 1998, to Lanco House, 141, Avenue No. 8, Road #2, Banjara Hills, Hyderabad — 500
034. On November 24, 2000 the Company’s name was changed to “Lanco Infratech Limited”.

Registered Office

Lanco Infratech Limited

Lanco House, 141, Avenue #8

Road #2, Banjara Hills

Hyderabad — 500 034

Andhra Pradesh

India

Registration Number: 01-15545 of 1992-93

Address of Registrar of Companies

Registrar of Companies of Andhra Pradesh

2nd floor, CPWD Building,

Kendriya Sadan, Sultan Bazar, Koti,

Hyderabad 500195

Tel: (91 40) 4657 937/4657 2807

Fax: (91 40) 4657 2807

Email: rochyd.sb@sb.nic.in

Board of Directors of the Issuer

L. Madhusudhan Rao - Executive Chairman

G. Bhaskara Rao - Executive Vice- Chairman

L. Sridhar - Non-Executive Vice-Chairman

S.C. Duggal -Director

G. Venkatesh Babu - Managing Director

H.N. Sinor — Additional Director (Independent)

P. Abraham - Additional Director (Independent)

Dr. P Kotaiah — Additional Director (Independent)

9. P Narsimharamulu — Nominee Director, Indian Overseas Bank (Independent)
10. Dr. Uddesh Kumar Kohli — Additional Director (Independent)

For further details of our directors, see the section titled “Our Management” on page 133 of this Red Herring Prospectus.

© N o g ko=

Company Secretary and Compliance Officer

C. Krishnakumar

Lanco Infratech Limited

Lanco House, 141, Avenue #8

Road #2, Banjara Hills

Hyderabad - 500 034

Andhra Pradesh

India

Tel: (91 40) 2354 0695/697/701/703
Fax: (91 40) 2354 0699

E-mail: krishnakumar@lancogroup.com

Website: www.lancogroup.com



™

LANCO

INSPIRING GROWTH

Investors can contact the Compliance Officer or the Registrar in case of any pre-issue or post-issue related problems such as
non-receipt of letters of Allotment, credit of allotted Equity Shares in the respective beneficiary account and refund orders.

Domestic Legal Advisors to the Company

Amarchand & Mangaldas & Suresh A. Shroff & Co.
5% Floor, Peninsula Chambers

Peninsula Corporate Park

Ganpatrao Kadam Marg

Lower Parel
Mumbai - 400 013
India

Tel: (91 22) 2496 4455
Fax: (91 22) 2496 3666

International Legal Advisors to the Underwriters

Skadden, Arps, Slate, Meagher & Flom
42/F, Edinburgh Tower

The Landmark

15 Queen’s Road Central

Hong Kong

Tel: (852) 3740 4700

Fax: (852) 3740 4727

Domestic Legal Advisors to the Underwriters

S&R Associates

K 40, Connaught Circus
New Delhi — 110 001
India

Tel: (91 11) 4289 8000
Fax: (91 11) 4289 8001

Book Running Lead Managers

JM Morgan Stanley Private Limited

141, Maker Chambers lll

Nariman Point

Mumbai 400 021

India

Tel: (91 22) 6630 3030

Fax: (91 22) 2204 7185

Email: lanco.ipo@jmmorganstanley.com
Web site: www.jmmorganstanley.com
Contact Person: Vibhor Kumar/ Mayank Jain

ICICI Securities Limited

ICICI Centre, H.T. Parekh Marg, Churchgate

Mumbai 400 020

India

Tel: (91 22) 2288 2460

Fax: (91 22) 2282 6580

Email: lanco_ipo@isecltd.com

Website: www.icicisecurities.com

Contact Person: Vaishnavi Reddy/ Ratnadeep Acharyya

Amarchand & Mangaldas & Suresh A. Shroff & Co.
1-10-20/2B, 4th floor

Pooja Edifice

Chickoti Gardens

Begumpet

Hyderabad - 500 016

India

Tel: (91 40) 6633 6622

Fax: (91 40) 6649 2727

Enam Financial Consultants Private Limited
801, Dalamal Towers

Nariman Point

Mumbai 400 021

India

Tel: (91 22) 6638 1800

Fax: (91 22) 2284 6824

Email: lanco.ipo@enam.com

Website: www.enam.com

Contact Person: Ashish Kumbhat

Kotak Mahindra Capital Company Limited
3 Floor, Bakhtawar 229

Nariman Point

Mumbai 400 021, India

Tel: (91 22) 6634 1100

Fax: (91 22) 2284 0492

Email: lanco.ipo@kotak.com

Web site: www.kotak.com

Contact Person: Ajay Vaidya
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Syndicate Members

JM Morgan Stanley Financial Services Private Limited
Apeejay House, 3, Dinshaw Waccha Road,

Churchgate

Mumbai 400 021

India

Tel: (91 22) 6504 0404

Fax: (91 22) 6630 1694

Email: lanco.ipo@jmmorganstanley.com

Web site: www.jmmorganstanley.com

Contact Person: Deepak Vaidya

Enam Securities Private Limited
Khatau Building, Il Floor,

44B Bank Street,

Off Shahid Bhagat Singh Road,
Fort

Mumbai 400 020, India

Tel: (91 22) 6638 1800

Fax: (91 22) 2284 6824

Email: lanco.ipo@enam.com
Web site: www.enam.com
Contact Person: M. Natarajan

Registrar to the Issue

Intime Spectrum Registry Limited
C-13, Pannalal Silk Mills Compound
LBS Marg, Bhandup

Mumbai 400 078

India

Tel: (91 22) 2596 3838

Fax: (91 22) 2594 6969

Website: www.intimespectrum.com

E-mail: isrl@intimespectrum.com

Contact Person: Haren Modi

Auditors to the Company

M/s Price Waterhouse
Chartered Accountants
6-3-550, 2" Floor, L.B. Bhavan
Somajiguda

Hyderabad — 500 082

Andhra Pradesh

India

Tel: (91 40) 2330 1364

Fax: (91 40) 2332 6117
Email: LITL.IPO@in.pwc.com

Bankers to the Issue and Escrow Collection Banks

Standard Chartered Bank

6-3-1090, Raj Bhavan Road,

Somajiguda,

Hyderabad - 500 082

Andhra Pradesh

India

Tel: (91 40) 2339 7197

Fax: (91 40) 2339 7008

Email: jubin.mehta@in.standardchartered.com

ICICI Brokerage Services Limited

ICICI Centre

H.T. Parekh Marg

Churchgate , Mumbai 400 020
India

Tel: (91 22) 2288 2460

Fax: (91 22) 2282 6580

Email: anil_mokashi@isecltd.com
Website: www.icicisecurities.com
Contact Person: Anil Mokashi

Kotak Securities Limited

1st Floor, Bakhtawar,

229, Nariman Point,

Mumbai 400 021

India

Tel. :(91 22) 6634 1100

Fax.: (91 22) 6630 3927

Email: umesh.gupta@kotak.com
Website: www.kotak.com
Contact Person: Umesh Gupta

ING Vysya Bank Limited

22, M.G. Road,

Bangalore — 560 001

Karnataka

India

Tel: (91 80) 2500 5280

Fax: (91 80) 2500 5262

Email: sharmilag@ingvysyabank.com
rajeevkumarg@ingvysyabank.com

9
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Kotak Mahindra Bank Limited
3 Floor, Ceebros Centre,

39, Montieth Road,

Egmore, Chennai — 600 008
Tamil Nadu

India

Tel: (91 44) 4224 5500

Fax: (91 44) 4224 5799

Email: natarajan.g@kotak.com

Deutsche Bank AG
Global Transaction Bank,
Hazarimal Somani Marg,
Fort,

Mumbai - 400 001
Maharashtra,

India

Tel: (91 22) 5658 4045
Fax: (91 22) 2207 6553

Email: shyamal.malhotra@db.com

Bankers to the Company

Lord Krishna Bank
6-3-1090, TSR Towers
Raj Bhavan Road
Somajiguda

Hyderabad — 500 082
India

Tel: (91 40) 2337 646
Fax: (91 40) 2337 1640
Email: hydb@lardsbank.com
Bank of Baroda
Khairatabad Branch
Opp. Telephone Bhavan

6-1-84, Secretariat Road, Post Box No. 49

Khairatabad, Hyderabad — 500 004
India

Tel: (91 40) 2323 2901/ 08

Fax: (91 40) 2323 2909

Email: khaira@bankofbaroda.com

State Bank of India
Commercial Branch

Bank Street

Koti, Hyderabad — 500 095
India

Tel: (91 40) 2475 5918
Fax: (91 40) 2475 6698
Email: vs.raob55@sbi.co.in

The Lakshmi Vilas Bank Limited
5-1-716/1, 1t Floor

Bank Street

Koti, Hyderabad — 500 195

India

Tel: (91 40) 2474 5088

Fax: (91 40) 2474 5088

Email: hyderabad@lvbank.com

ICICI Bank Limited

Capital Markets Division

30, Mumbai Samachar Marg,
Mumbai - 400 001
Maharashtra,

India

Tel: (91 22) 2262 7600

Fax: (91 22) 2261 1138

Email: sighartha.routray@icicibank.com

The Hongkong and Shanghai Banking Corporation Limited

52/60, Mahatma Gandhi Road,
Mumbai — 400 001
Maharashtra,

India

Tel: (91 22) 2268 5568

Fax: (91 22) 2262 3890
Email: zersisirani@hsbc.co.in

Indian Overseas Bank

Post Box No. 4,

Chandralok Complex

Mahatma Gandhi Road

Secunderabad - 500 003

India

Tel: (91 40) 2784 7817

Fax: (91 40) 2784 0742

Email: secunbr@hyddrc01.iob.net.co.in

State Bank of Mysore

6-3-865, Industrial Finance Branch
My Home Jupalli

Ameerpet

Hyderabad — 500 016

India

Tel: (91 40) 2340 1909

Fax: (91 40) 2341 4618

Email: hydifb563@sbm.co.in

Indus Ind Bank Limited
“LAXMI”, 100

Sardar Patel Road
Begumpet

Secunderabad - 500 003
Tel: (91 40) 2790 7660
Fax: (91 40) 2790 7673
Email: hyde@indusind.com

Andhra Bank

Specialised Corporate Finance Branch
6-6-648, Il rd Floor, Padmaja Land Mark
Somajiguda

Hyderabad — 500 082

Tel: (91 40) 2337 8068

Fax: (91 40) 2339 2138

Email: bmhydm1006@ab.co.in

10
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UCO Bank

8-2-624, Ground Floor

Road No. 10, Banjara Hills
Hyderabad - 500 034

Tel: (91 40) 3090 5927

Fax: (91 40) 2337 5876
Email: ucobh@sancharnet.in

Our Subsidiaries and Associates have also availed of certain credit facilities (fund and/or non-fund based) from specific banks
and/or financial institutions. For more details, please refer to the section titled “Description of Certain Indebtedness” beginning
on page 262 of this Red Herring Prospectus.

Monitoring Agency

SICOM Limited

Nirmal, 15t Floor,

Nariman Point,

Mumbai 400 021

India

Tel: (91 22) 5657 2700

Fax: (91 22) 2288 2895
Website: www.sicomindia.com

E-mail: vparadkar@sicomindia.com

Contact Person: Vijay Paradkar

Inter se List of Responsibilities among Book Running Lead Managers

Activity Responsibility Co-ordination
1. Capital Structuring with relative components and formalities such as JMMS, Enam, JMMS
type of instruments, etc. Kotak,
ICICI Securities
2. Due diligence of Company’s operations/ management/ business plans/ JMMS, Enam, JMMS
legal etc. Drafting and design of Red Herring Prospectus and of statutory Kotak,
advertisement including memorandum containing salient features of the ICICI Securities
Prospectus. The BRLMs shall ensure compliance with stipulated
requirements and completion of prescribed formalities with the Stock
Exchanges, RoC and SEBI including finalisation of Prospectus and
RoC filing
3. Drafting and approval of all statutory advertisement JMMS, Enam, JMMS
Kotak,
ICICI Securities
Drafting and approval of all publicity material other than statutory JMMS, Enam, Kotak
advertisement as mentioned in (3) above including corporate Kotak,
advertisement, brochure, etc. ICICI Securities
Appointment of other intermediaries viz., Registrar(s), Printers, JMMS, Enam, Kotak
Advertising Agency and Bankers to the Offer Kotak,
ICICI Securities
Preparation of preparatory materials / presentation for Roadshows JMMS, Enam, Enam
Kotak,
ICICI Securities
International institutional marketing strategy JMMS, Enam, Enam
e Finalise the list and division of investors for one to one meetings, Kotak,
in consultation with the Company, and ICICI Securities
e Finalizing the international road show schedule and investor
meeting schedules

11
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Activity Responsibility Co-ordination
8. Domestic institutions / banks / mutual funds marketing strategy JMMS, Enam, ICICI Securities
e Finalise the list and division of investors for one to one meetings, Kotak,

institutional allocation in consultation with the Company,

e Finalizing the list and division of investors for one to one meetings,
and

e  Finalizing investor meeting schedules

ICICI Securities

and dispatch of refunds to bidders etc. The post Issue activities for
the Issue involving essential follow up steps, which include the
finalisation of trading and dealing of instruments and demat of
delivery of shares, with the various agencies connected with the
work such as the Registrar(s) to the Issue and Bankers to the Issue
and the bank handling refund business. The merchant banker shall
be responsible for ensuring that these agencies fulfil their
functions and enable it to discharge this responsibility through
suitable agreements with the Company

ICICI Securities

9. Non-Institutional and retail marketing of the Issue, which will cover, JMMS, Enam, Kotak
inter alia, Kotak,
e Formulating marketing strategies, preparation of publicity budget, ICICI Securities
e Finalize media & PR strategy,
e  Finalizing centers for holding conferences for press and brokers,
e  Follow-up on distribution of publicity and Issuer material including
form, prospectus and deciding on the quantum of the Issue material,
and
e  Finalize collection centers
10. Co-ordination with Stock Exchanges for Book Building Software, JMMS, Enam, Kotak
bidding terminals and mock trading Kotak,
ICICI Securities
11. Finalization of Pricing, in consultation with the Company JMMS, Enam, JMMS
Kotak,
ICICI Securities
12, The post bidding activities including management of escrow accounts, JMMS, Enam, ICICI Securities
co-ordination of non-institutional allocation, intimation of allocation Kotak,

The selection of various agencies including the Registrars to the Issue, Bankers to the Issue, Bank Collection Centres, Domestic
and International Legal Advisors, Underwriters to the Issue, Advertising Agencies and Public Relations Agencies will be or have

been finalised by the Company in consultation with the BRLMs.

Credit Rating

As this is an Issue of Equity Shares there is no credit rating for this Issue.
IPO Grading

We have not opted for the grading of this Issue.

Trustees

As the Issue is of Equity Shares, the appointment of trustees is not required.

Withdrawal of the Issue

Our Company, in consultation with the BRLMs, reserves the right not to proceed with the Issue anytime, including after the Bid/

Issue Closing Date without assigning any reason therefor.

12
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Book Building Process

Book building refers to the collection of Bids from investors, which is based on the Price Band, with the Issue Price being
finalized after the Bid/Issue Closing Date, The principal parties involved in the Book Building Process are:

1. the Company;
2. the Book Running Lead Managers;

3. the Syndicate Members who are intermediaries registered with SEBI or registered as brokers with the stock exchange (s)
and eligible to act as underwriters. The BRLMs appoint the Syndicate Members;

4. Escrow Collection Bank(s); and
5. Registrar to the Issue.

In terms of Rule 19(2)(b) of the SCRR, this being an Issue for less than 25% of the post Issue capital, the Issue is being made
through the 100% book building process with an allocation of at least 60% of the Net Issue size to Qualified Institutional Buyers,
with a minimum of two million securities being offered to the public and the minimum Issue size being at least Rs. 1,000 million.
Out of the 60% of the Net Issue allocated to Qualified Institutional Buyers on a proportionate basis, 5% shall be available for
allocation to Mutual Funds. Also, up to 10% of the Net Issue would be available for allocation to Non-Institutional Bidders and
up to 30% of the Net Issue would be available for allocation to Retail Individual Bidders on a proportionate basis, subject to valid
bids being received from them at or above the Issue Price. If at least 60% of the Net Issue cannot be allotted to Qualified
Institutional Buyers, the entire application money will be refunded. We will comply with the SEBI Guidelines for this Issue. In
this regard, we have appointed the BRLMs to procure subscriptions to the Issue.

The process of book building, under SEBI Guidelines, is relatively new and the investors are advised to make their own
judgment about investment through this process prior to making a Bid in the Issue. Under the SEBI Guidelines, Qualified
Institutional Buyers are not allowed to withdraw their Bid after the Bid/Issue Closing Date. Please refer to the section titled
“Terms of the Issue” on page 287 of this Red Herring Prospectus for more details.

Steps to be taken by the Bidders for bidding:

e Check whether the Bidder is eligible for bidding;

e Bidder necessarily needs to have a demat account; and

e  Ensure that the Bid-cum-Application Form is duly completed as per instructions given in this Red Herring Prospectus and
in the Bid-cum-Application Form.

Bid/lssue Programme

BID/ISSUE OPENSON : MONDAY, NOVEMBER 6, 2006

BID/ISSUE CLOSES ON : FRIDAY, NOVEMBER 10, 2006

Bids and any revisions in Bids shall be accepted only between 10 a.m. and 3 p.m. (Indian Standard Time) during the Bidding
Period as mentioned above at the bidding centres mentioned on the Bid-cum-Application Form and uploaded until such time as
permitted by the BSE and the NSE on the Bid /Issue Closing Date. Bids will only be accepted on working days i.e. Monday to
Friday (excluding any public holidays).

The Company reserves the right to revise the Price Band during the Bidding Period in accordance with the SEBI Guidelines. The
cap on the Price Band should not be more than 20% of the floor of the Price Band. Subject to compliance with the immediately
preceding sentence, the floor of the Price Band can move up or down to the extent of 20% of the floor of the Price Band
advertised at least one day prior to the Bid /Issue Opening Date.

In case of revision in the Price Band, the Biding Period/Issue Period will be extended for three additional days after revision of
the Price Band, subject to the Bidding Period/Issue Period not exceeding 10 days. Any revision in the Price Band and the revised
Bidding Period/Issue Period, if applicable, will be widely disseminated by notification to the BSE and the NSE, by issuing a press
release, and also by indicating the change on the websites of the BRLMs and at the terminals of the Syndicate.

Underwriting Agreement

After the determination of the Issue Price and prior to filing of the Prospectus with the RoC, we will enter into an Underwriting
Agreement with the Underwriters for the Equity Shares proposed to be offered through the Issue. It is proposed that pursuant
to the terms of the Underwriting Agreement, the BRLMs shall be responsible for bringing in the amount devolved in the event
that the Syndicate Members do not fulfill their underwriting obligations. The obligations of the Underwriters are several and are
subject to certain conditions for closing, as set forth in the underwriting agreement.

13
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The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

(This portion has been intentionally left blank and will be filled in before filing of the Prospectus with the RoC)

Name and Address of the Underwriters

Indicated Number of
Equity Shares to be
Underwritten

Amount Underwritten

(Rs. in million)

JM Morgan Stanley Private Limited

141, Maker Chambers llI

Nariman Point

Mumbai 400 021

India

Tel: (91 22) 6630 3030

Fax: (91 22) 2204 7185

Email: lanco.ipo@jmmorganstanley.com
Web site: www.jmmorganstanley.com
Contact Person: Vibhor Kumar/ Mayank Jain

[e]

[e]

Enam Financial Consultants Private Limited
801, Dalamal Towers

Nariman Point

Mumbai 400 021

India

Tel: (91 22) 6638 1800

Fax: (91 22) 2284 6824

Email: lanco.ipo@enam.com

Website: www.enam.com

Contact Person: Ashish Kumbhat

[e]

[e]

ICICI Securities Limited

ICICI Centre, H.T. Parekh Marg

Churchgate

Mumbai 400 020

India

Tel: (91 22) 2288 2460

Fax: (91 22) 2282 6580

Email: lanco_ipo@isecltd.com

Website: www.icicisecurities.com

Contact Person: Vaishnavi Reddy/ Ratnadeep Acharyya

[e]

[e]

Kotak Mahindra Capital Company Limited
3" Floor, Bakhtawar 229

Nariman Point

Mumbai 400 021

India

Tel: (91 22) 6634 1100

Fax: (91 22) 2284 0492

Email: lanco.ipo@kotak.com

Web site: www.kotak.com

Contact Person: Ajay Vaidya

[e]

[e]

JM Morgan Stanley Financial Services Private Limited
Apeejay House, 3, Dinshaw Waccha Road,

Churchgate

Mumbai 400 021 India

Tel: (91 22) 6504 0404

Fax: (91 22) 6630 1694

Email: lanco.ipo@jmmorganstanley.com

Web site: www.jmmorganstanley.com

Contact Person: Deepak Vaidya

[e]

(]
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Name and Address of the Underwriters

Indicated Number of
Equity Shares to be
Underwritten

Amount Underwritten

(Rs. in million)

Enam Securities Private Limited
Khatau Building, Il Floor,

44B Bank Street,

Off Shahid Bhagat Singh Road,
Fort

Mumbai 400 020, India

Email: lanco.ipo@enam.com
Web site: www.enam.com
Contact Person: M. Natarajan

[e]

[e]

ICICI Brokerage Services Limited
ICICI Centre

H.T. Parekh Marg

Churchgate

Mumbai 400 020

India

Tel: (91 22) 2288 2460

Fax: (91 22) 2282 6580

Email: anil_mokashi@isecltd.com
Website: www.icicisecurities.com
Contact Person: Anil Mokashi

[e]

[e]

Kotak Securities Limited

15t Floor, Bakhtawar,

229, Nariman Point,

Mumbai 400 021

Tel. :(91 22) 6634 1100

Fax.: (91 22) 6630 3927

Email: umesh.gupta@kotak.com
Website: www.kotak.com
Contact Person: Umesh Gupta

[e]

[e]

The Underwriting Agreement is dated [e].

In the opinion of our Board of Directors (based on a certificate given by the Underwriters), the resources of all the above
mentioned Underwriters are sufficient to enable them to discharge their respective underwriting obligations in full. All the
above-mentioned Underwriters are registered with SEBI under Section 12(1) of the SEBI Act or registered as brokers with the

stock exchange (s).

Allocation among Underwriters may not necessarily be in proportion to their underwriting commitments. Notwithstanding the
above table, the BRLMs and the Syndicate Members shall be responsible for ensuring payment with respect to Equity Shares
allocated to Investors procured by them. In the event of any default in payment, the respective Underwriter, in addition to other
obligations defined in the Underwriting Agreement, will also be required to procure/subscribe to the extent of the defaulted

amount.
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CAPITAL STRUCTURE

Our equity share capital (before and after the Issue), as of the date of filing this Red Herring Prospectus with SEBI, is set out

below:
Aggregate Value | Aggregate Value
at nominal value at Issue Price
(InRs.) (InRs.)
A) AUTHORISED SHARE CAPITAL
250,000,000 Equity Shares 2,500,000,000 -
B) ISSUED, SUBSCRIBED AND PAID UP SHARE CAPITAL
177,889,524 Equity Shares 1,778,895,240 -
C) PRESENT ISSUE IN TERMS OF THIS RED HERRING PROSPECTUS"™
44,472,381 Equity Shares 444,723,810 [e]
D) EMPLOYEE RESERVATION PORTION
500,000 Equity Shares 5,000,000 [e]
E) NETISSUETO THE PUBLIC
43,972,381 Equity Shares 439,723,810 [@]
F) EQUITY CAPITAL AFTER THE ISSUE
222,361,905 Equity Shares 2,223,619,050
G) SHARE PREMIUM ACCOUNT
Before the Issue 505,269,490
After the Issue - (@]

(1)

Our Board of Directors authorised a fresh issue of Equity Shares up to an amount of Rs. 30,000 million pursuant to a resolution passed at its
meeting held on April 24, 2006. Our shareholders subsequently authorised the fresh issue of Equity Shares up to an amount of Rs. 30,000
million by a resolution passed unanimously at the EGM of our Company held on May 18, 2006. The IPO Committee authorised the Issue of
44,472,381 Equity Shares pursuant to its resolution held on July 31, 2006.

Changes in the Authorised Share Capital of the Company since Incorporation:

S.No. | Particulars of Increase Date of Shareholders Meeting
1. Rs. 1,000,000 to Rs. 20,000,000 October 25, 1993
2. Rs. 20,000,000 to Rs. 60,000,000 July 1, 1996
3. Rs. 60,000,000 to Rs. 80,000,000 July 9, 1998
4. Rs. 80,000,000 to Rs. 105,000,000 October 27, 2000
5. Rs. 105,000,000 to Rs.105,500,000 February 15, 2001
6. Rs. 105,500,000 to Rs. 750,000,000 March 9, 2006
7. Rs. 750,000,000 to Rs. 2,500,000,