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INTRODUCTION

[, the Chairperson, Committee on Public Undertakings (2024-25) having been authorized
by the Committee to submit the Report on their behalf, present this Ninth Report
(18" Lok Sabha) on 'Industrial Finance Corporation of India Limited (IFCIL)’.

2.  The Committee on Public Undertakings (2021-22) (17" Lok Sabha) had selected the
said subject for detailed examination. As the examination of the subject remained
inconclusive during the previous Committee terms, the present Committee on Public
Undertakings (2024-25) (18" Lok Sabha) decided to carry forward the subject so as to
complete the unfinished task.

3. The Committee on Public Undertakings (2021-22) was briefed about the subject by
the representatives of the Industrial Finance Corporation of India Limited on 16" February,
2022 and thereafter took their evidence on 20" October, 2022. The Committee also took
oral evidence of the representatives of Department of Financial Services, Ministry of
Finance on 23 February, 2023.

4. The Committee (2024-25) considered and adopted the draft Report at their sitting
held on 24 March, 2025.

5. The Committee wish to express their thanks to the representatives of Industrial
Finance Corporation of India Limited (IFCIL) and Ministry of Finance for tendering evidence
before the Committee and furnishing the requisite information to them in connection with
examination of the subject.

6. The Committee wish to express their sincere thanks to the predecessor Committee for
their valuable contribution in examination of the subject.

7. For facility of reference and convenience, the Observations and Recommendations of
the Committee have been printed in bold letters in Part-11 of the Report.

New Delhi; BAIJAYANT PANDA
25 March, 2025 Chairperson
04 Chaitra, 1947(S) Committee on Public Undertakings




CHAPTER 1

INTRODUCTORY

A. BACKGROUND OF THE COMPANY

1.1 IFCI Limited (IFCI) was set up as a Statutory Corporation (“The Industrial Finance
Corporation of India”) in 1948, as independent India’s first Development Financial Institution,
for providing medium and long term finance to industry. In 1993, after repeal of the IFCI Act,
IFCl became a Public Limited Company, registered under the Companies Act, 1956.
Currently, IFCl is a Government Company with Government of India holding 72.57% of paid-
up capital of IFCI (with total 1,95,52,77,096 number of equity shares). a notified Public
Financial Institution under Section 2(72) of the Companies Act, 2013.

1.2  Overitsjourney of 75 years, besides lending, IFCI has played a pivotal role in financial
institutional infrastructure development and has promoted various organizations viz. Tourism
Finance Corporation of India (TFCI), Assets Care & Reconstruction Enterprise Ltd (ACRE),
Infrastructure Development Finance Company Limited (IDFC), Power Trading Corporation
of India Ltd. (PTC), Clearing Corporation of India Ltd. (CCIL), GIC Housing Finance Ltd.,
Securities Trading Corporation of India Limited (STCI), North Eastern Development Finance
Corporation Ltd. (NEDFI), The OTC Exchange Of India (OTCEI), ICRA Ltd. (formerly known
as Investment Information and Credit Rating Agency of India Limited (IICRA India)), National
Stock Exchange (NSE), Stock Holding Corporation of India Limited (SHCIL), several
Technical Consultancy Organizations (TCOs) and a few social sector institutions like
Rashtriya Gramin Vikas Nidhi (RGVN), Guwahati, Management Development Institute(MDI),

Gurgaon and Institute of Leadership Development (ILD), Jaipur.



B. FUNCTIONS OF THE COMPANY

1.3 To carry on the business of assisting enterprises in industrial and service sectors.

1.4 To provide financial assistance in the form of Short, Medium or Long Term loans
o r Working Capital facilities or Equity Participation, individually or in syndicates and in any

form/scheme as may be deemed expedient.

1.5 To subscribe to or purchase, underwrite, invest in and acquire and hold and to sell,
dispose of shares, stocks, debentures, debentures-stock, bonds, obligations and securities,
Commercial Paper, Certificate of Deposit or any other money instruments issued or
guaranteed by any company or body corporate or a trust or a Registered Society or a

Cooperative Society or by a person or association.

1.6 To lend money with or without security and to make advances upon, hold in trust,
issue, buy, sell or otherwise acquire or dispose of on commission or otherwise any of the
securities or investments of the kinds before mentioned or to act as agent for any of the

above or the like purpose.

1.7 To guarantee and ensure the due payment, fulfillment and performance of

contracts and obligations of any kind or nature.

1.8 To carry on the business of leasing and hire purchase finance company and to
acquire to provide on lease or to provide on hire purchases basis all types of industrial and
office plant, equipment, machinery, vehicles, buildings and real estate, required for
manufacturing, processing, transportation and trading business and other commercial and

service business.

1.9 To borrow or raise money by way of loans or otherwise both in Rupees and foreign
currencies or secure the payment of money by the issue, sale of debentures, debentures-
stock, bonds, obligations, mortgages and securities of all kinds, either perpetual or
terminable and either redeemable or other wise and to charge or secure the same by trust
deed or otherwise on the undertaking of the Company including its uncalled capital, or upon
any specific property and rights, present and future, of the company or otherwise,

howsoever.

1.10 To receive/invest moneys on deposit on such terms and conditions as may be

deemed expedient in the interest of the Company.
2



1.11 To draw, make, accept, endorse, discount, rediscount, negotiate, execute and

issue bills of exchange, promissory notes and other negotiable or transferable instruments.

1.12 To act as Trustees of any deeds constituting or securing any debentures,
debenture-stock, or other securities or obligations and to undertake and execute any other
trusts, and also to undertake the office of or exercise the powers of executor, administrator,

receiver, treasurer, custodian and trust Corporation.
1.13 To provide consultancy and merchant banking services in or outside India.

1.14 To perform and undertake activities pertaining to warehousing, bill marketing,

factoring, custodial services and related fields.

1.15 To set up trusts, under the Indian Trust Act for establishment of mutual funds,

venture capital funds and funds of any kind and to carry on and to provide related services.

1.16 To set up investment company to buy, underwrite, invest in and acquire and hold
shares, stocks, debentures, debenture stock, bonds obligations and securities issued or
guaranteed by any company constituted or carrying on business in India and debentures,
debenture-stock, bonds, obligations and securities issued or guaranteed by any
Government, State, Commissioners, public body or authority, supreme, municipal, local or
otherwise firm or person and to deal with sell, dispose of and turn to account the same
provided always that no investment imposing unlimited liability on the Company shall be

made.



C. BOARD OF DIRECTORS AND SHAREHOLDING PATTERN

1.17 Shareholding pattern of IFCI Limited as on December 31, 2021:

No. of
0,

Category /oage | No. of Shares Shareholders
Govt. of India 63.81 1,30,29,41,258 1
FII's, NRIs/ OCBs 3.14 6,41,67,574 3,016
Bank, FIs/, UTI and Mutual Fund 4.10 8,36,71,792 193
Insurance Companies 4.58 9,34,73,268 7
Indian Public. Trust & Foundation,
IEPE 73.02 46,99,93,432 5,28,035
Body Corporate 1.35 2,77,31,169 1,992
Total 100.00 2,04,19,78,493 5,33,244

Note: Consequent to the infusion of equity share capital of Rs. 100 crore on 17.01.2022, shareholding
of Government increase upon allotment of shares by IFCI Limited.

1.18 The details of the Board of Directors as on December 31, 2021 is as under:

S. No. | Name of Director Category
1. Shri Manoj Mittal Managing Director & Chief Executive Officer
2. Shri Sunil Kumar Bansal Deputy Mnagaing Director
3. Dr. Bhushan Kumar Sinha | Non-Executive Government Nominee Director
4, Ms. Anindita Sinharay Non-Executive Government Nominee Director
5. Prof. N Balakrishnan Non-Executive Director
6. Prof. Arvind Sahay Non-Executive Director
7. Shri MML Verma Non-Executive Director

D. ORGANISATION STRUCTRURE

1.19 IFCl is a Non-Banking Finance Company in the public sector having its Registered
Office at New Delhi. It has 3 Regional Offices, located at Mumbai, Hyderabad and Kolkata.

4



IFCI has 117 regular employees, out of which 101 are posted at Head Office, 8 at Regional
Offices and 8 on deputation in different organizations including subsidiaries.

The Organization Structure of IFCI Limited is as under: -

Board of Directors

Managing Director &
Chief Executive Officer

v ¥

Chief Vigilance Officer Deputy Managing Director
v
Chief General Manager & Chief General Manager
Chief Financial Officer
v ¥ A v
Company Secretary Dept Advisory Services Credit & Loan Accounting it N
—— Integrated Risk ! GEaET s g Internal Audit Nodal )
SCeoekacs e s o (Advisory M-SIPS/SDF, IDF &TUF) Monitoring & Recovery Officer for Ministry S‘f:i‘;‘:::f
of Credit Audit and SEE Dz BED 2GMs Coordination, Public ¢
As Secretary to the Co-ordination incl. ILD.
- Compliance Grievances and .
Board CEGSSC Fund Legal, RTI and Debenture Trusteeincl R Grosfoe Estates & Secunty and
) GM Chief Risk Officer GM New Business Services
Company Secretary oM GM oM GM
DGM - Corporate Accounts & Taxation, B
MIS, Rajbhasha and Library Human Resources, Establishment,

GM Corporate Communication & Social
Media Management, CSR & IFCI Social
Foundation
GM

Corporate Planning
GM

Information Technology

Chief Technology Officer &

Chief Information Officer
GM

New Business Areas (Merchant Banking,
Syndication, ESG and Other Services)
GM

Regional Offices
Integrated Treasury & Investment, Mumbai: GM
Resources and Centralized Procurement Hyderabad: GM

oM Kolkata: AGM

E. MARKETING INITIATIVES, MARKET SHARE AND MAJOR ACHIEVEMENTS

(a) Marketing Initiatives:

1.20 As informed by the Company, IFCI has adopted best business practices while
financing the industry and infrastructure loans and leveraged its core-competencies in
promoting sustainable industrial and infrastructure development in the Country. IFCI, since
its inception, has cumulatively disbursed loans of ¥1,05,466 crore till 30" June, 2021. Out of
this, Loans worth ¥98,520 crore were disbursed by IFCI in the post-liberalization erai.e. 1991
onwards. The major disbursements made in pre-liberalization period belongs to Textiles,
Chemicals, Engineering Goods, Iron & Steel Products, Cement, Sugar, Food Items,
Automotives, Power and Misc. sectors. Post liberalization, IFCI has majorly contributed
towards Infrastructure growth of the Country and provided financial assistance for the
diversified growth of Industries across the spectrum. The financing activities cover various
kinds of projects such as airports, roads, telecom, power, real estate, manufacturing,
services sector and such other allied industries. The Company has further informed that

during its 75 years of existence, mega projects like Adani Mundra Ports, GMR Goa
5



International Airport, Salasar Highways, NRSS Transmission, Raichur Power Corporation
etc have been setup with financial assistance of IFCI. IFCI has pan India reach through its
regional offices and following subsidiaries:
1. Stock Holding Corporation of India Ltd. (SHCIL)
IFCI Infrastructure Development Ltd. (IIDL)
IFCI Venture Capital Fund Ltd. (IVCF)
IFCI Factors Ltd. (IFL)
IFCI Financial Services Ltd. (IFIN)
MPCON Ltd.

o g bk w N

1.21 It has been submitted to the Committee that these subsidiaries are engaged in
diversified activities which include infrastructure development in the form of residential and
commercial space, broking, venture capital, financial advisory, stock broking, depository
services and factoring, etc. SHCIL is one of the largest Depository Participant, besides being
the Country’s largest premier Custodian in terms of assets under custody. SHCIL also acts
as a Central Record Keeping Agency (CRA) for collection of stamp duty in 23 States and
Union Territories on Pan India basis and it is one of the largest Professional Clearing Member
of the Country.

The Committee desired to know about the relevance of these companies, if any, in response,
MD, IFCI, submitted the following:

(b) Market Share:

Market Share in the NBFC Sector

1.22 The Committee has been informed that IFCI's share in total borrowings of NBFC
Sector and NBFC-ND-SI Sector (as on 30" September, 2021) is approximately 0.42% and
0.48%, respectively. IFCI’s share in the total loans and advances of NBFC Sector and NBFC-
ND-SI Sector (as on 30" September, 2021) is approximately 0.16% and 0.19%, respectively.
Market Share in Project Management of PLI Schemes

1.23 It was informed that IFCI is Project Management Agency (PMA) to Government of
India for various Production Linked Incentive (PLI) schemes launched under the aegis of
"Atmanirbhar Bharat". IFCI presently manages more than 66% of PLI schemes awarded by

GOl (8 out of 12) in addition to various capex schemes and is also actively participating in



GOl schemes which are in pipeline. When asked about the impact of these activities, by the
Company on their main business, MD, IFCI, during the evidence submitted as below.

Major Achievements:

1.24 When asked about the major achievement of the Company, it was submitted that
since 1984, IFCI is the Nodal Agency for monitoring loans of Sugar Development Fund (SDF)
projects related to modernization and expansion, co-generation of power and production of
alcohol/ethanol in the private sector. This has resulted in employment generation to the tune
of 20 lakh jobs and has supported the livelihood of 1 crore farmers and workers in allied
industries. IFCI has also been appointed to act as Verification Agency for verification of
limited number of claim applications under Modified Special Incentive Package Scheme (M-
SIPS) of Ministry of Electronics & IT (MeitY), Government of India. The scheme was
launched by Government of India with a view to promote large scale manufacturing in the
Electronics System Design & Manufacturing (ESDM). Further, IFCI has also been appointed
as the Project Management Agency (PMA) for the Scheme for Promotion of Manufacturing

of Electronics Components and Semiconductors (SPECS) by MeitY.



CHAPTER-2

A. SANCTION AND DISBURSEMENT OF LOANS

2.1 Regarding sanction and disbursement of loans IFCI submitted thatduring the last five
FYs, IFCI has disbursed loans amounting to ¥11,515.65 crore to projects in various sectors,
majorly Infrastructure (49.27%), Manufacturing (15.42%) and Real Estate (13.85%) etc, other
sectors included Retail, NBFC, EPC Construction etc. However, during FY 2020-21, while
keeping in view the macroeconomic situation and impact of COVID pandemic, IFCI adopted a
cautious approach and did not sanction any new loans since then.

2.2  The sector wise disbursement for the last 11 years is as follows:

Sector-wise Disbursement

(% crore)

(o] (] < n ((-] N -] )] o [ [\ ™M
Sector - - s N - - - N N N I

i o (u] < n (-] N 0 )] o Lo (o] E

i L L L L i i i Ll (o] o o e

o o o o o o o o o o o o (<)

(o] o o o o (o] o o o o o o~ |
Manufacturing 1,400 | 322 2,974 | 2,659 | 2,668 & 645 753 602 83 12,106
Infra - Energy 2,537 | 695 1,113 | 524 1,014 | 676 1,384 | 962 208 51 9,163
Real Estate 510 245 2,443 | 2,326 | 1,687 | 550 802 220 87 8,870
Service Industry | 797 888 1,335 | 928 50 210 273 4,482
Infra —
Transport & 237 5 168 463 296 417 222 252 96 26 2,182
Logistics
Other Infra 782 | 203 | 450 | 189 | 100 1,724
Holding Co. 250 | 217 | 585 | 81 174 | 110 | 50 64 1,531
Banking,
Financial &
Capital Market 20 25 25 20 30 625 200 268 1,213
Services
Infra - Social &
Commercial 200 12 18 20 150 200 250 850
Retail & Trading 40 340 125 225 730
é“f’a N 300 | 200 o1 591

ommunication

Mining
&explorations 8 169 232 8 417
Grand Total 5951 | 1,504 8,683 | 8,687 | 7,488 | 3,053 | 4,434 | 3,238 | 742 77 - - 43,857

2.3  Details of sanction, disbursement and recovery from standard accounts, NPAs and
security receipts (SR) redemption during the last 11 years (FY 11-12 onwards) are as
under:



Year-wise Detail of Performance on Credit Parameters

¥ Cr.

FY Sanction | Disburse | Standard Recovery NPA NPA Recovery Gross(NPA)Ols

ment including Premature | Accret | including SR

Payments ion Redemption

2011-12 4,467 5,951 6,307 483 362 2,139
2012-13 2,192 1,504 5,676 1,435 | 219 3,063
2013-14 9,717 8,683 5,270 1,334 | 487 3,451
2014-15 12,230 8,687 4,425 337 732 2,617
2015-16 10,895 7,488 7,883 1,589 | 303 3,545
2016-17 7,923 3,053 7,538 4,895 | 818 7,553
2017-18 7,216 4,434 7,556 2,175 | 873 8,672
2018-19 3,760 3,238 5,657 2,166 | 1,762 8,610
2019-20 158 742 4,291 1,271 | 844 7,775
2020-21 0 77 2,108 438 516 7,801
2021-22 21 - 2,027 85 1381 6,515
Total 58,579 43,857 58,738 16,207 | 8,295

2.4  As per the information, the Committee observed that IFCI lends money with or
without security. when askedto clarify on this, the Company, in a written note submitted that
though IFCI MOA includes lending without security, IFCI has not sanction any unsecured
loan in the last decade. However, the details of unsecured loan disbursed during the year
2005 to Year 2012 and among these, how many have been downgraded to NPA
classification and recovery status of these NPAs are given below:

(X in crores)

ConcernName Sanctioned Amount [Last DisbursementDate |Disbursement
/Amount

Indian Farmers Fertilizer Co- 249 01-11-2005 130

operativeltd

ICICIBank Ltd 450 01-12-2006 350

HDFCLtd 1350 14-05-2007 750

Total 2,049 1,230

2.5 In view of these, the Committee desired to know whether IFCI has conducted any
study/analysis to find out the reasons and factors responsible for non-payment of loans by
defaulters. IFCI submitted as below:

“An analysis of standard loan assets slipping to Non-Performing Assets
(NPA) category during 31/03/2013 to 31/03/2018 were presented before
the Risk and Assets Liabilities Management Committee of Directors of IFCI
Ltd. (RALMCD) in its meeting held on July 02, 2018. In this analysis, the
downgraded accounts were classified into the following categories based
on the reasons for slippage:



a) Business related factors: This includes loss of competitive position
following shrinking scale, worsening of cost structure, or delays in project
commissioning resulting in reduced predictability of future cash flows.

b) Deterioration in the capital structure or the liquidity profile: This consists
of increase in working capital intensity, large debt-funded capital
expenditure or investment outlay or asset-liability mismatch of the Obligor
Company or parent company.

c) Industry related factors: This pertains to weak prospects of volumetric
demand or realizations in select sectors or unfavorable regulatory
developments.

d) Credit culture related issues: Managements of these entities were either
not particular about timeliness of debt servicing or chose to put the
interests of other stakeholders, ahead of lenders.

e) Others: These include miscellaneous factors, including materialisation
of some event risks. As per the above analysis, the broad reasons for
downgrading of standard loan.”

2.6 IFCI has submitted the following to the Committee about the Committee/Group to
identify parameters for due diligence while lending huge amounts:

‘IFCI has General Lending Policy (GLP) guidelines which govern the
lending process and portfolio management and is revised periodically
with due approval of the Risk Management Committee and the Board of
IFCI. It is done to align with the market realities, as also to keep up with
the changes that are happening in the financial services sector. The
operational guidelines w.r.t. to the valuation of securities, due diligence
check lists, standardised documentation etc. are duly followed for
disbursements.

It was further stated that a comprehensive standard format of appraisal is
being followed which is divided into quantitative and qualitative checks.
The former contains historical financial analysis, cash flow projections
and assessment of repayment capacity with the help of financial and
technical tools; while qualitative parameters include verification of various
defaulters list, KYC compliances, news and public data browsing and
management’s capability/integrity. The assessment note includes
analysis of the Applicant Company, group, guarantor, peers, market and
industry.

It was also submitted that IFCI has specific lending guidelines laid
down in the Board approved General lending Policy which is reviewed
from time to time. The GLP has detailed delegation for different
Committees and their areas of jurisdiction are clearly stated. Hierarchy of
Committee with delegation is provided below in descending order.
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Board of Directors: The Board approves IFCI’s Lending Policy on periodic
basis and modifications, as and when required, based on policy,
regulatory and macro-economic changes, etc. For any other matter which
is not specifically covered under the powers of the Executive Committee
(EC) of Directors, the Board shall be the approving authority.

Executive Committee of Directors (EC): The decision to approve financial
assistance (including underwriting), wherein incremental loans and
debentures exposure will result in such fund and non-fund based total
exposure to a borrower above %100 crore, in a single facility or multiple
facilities, is taken by the EC on recommendation of the Credit
Recommendation Committee (CRC). Further, the decision to sanction
such financial assistance above X250 crore, to a borrower group, is taken
by the EC on recommendation of Credit Recommendation Committee.
EC is a sub-committee of the Board.

Credit & Investment Committee (CIC): The decision to sanction financial
assistance (including underwriting) wherein total loans & debentures
exposure, in fund and non-fund-based facilities, is up to 100 crore, in a
single facility or multiple facilities to a borrower or up to 250 crore to a
borrower group, is taken by the CIC on the recommendation of CRC. Al
proposals seeking relaxations/waivers in Operational Instructions are
considered by the CIC, based on recommendation of CRC.

Credit Recommendation Committee (CRC): The Credit Recommendation
Committee (CRC) is the Competent Authority for:

Recommendation of loan proposals to CIC or to the EC (depending on
guantum of assistance, as per extant delegation of powers), for sanction
/ approval, after detailed appraisal and risk assessment.
Recommendation of all proposals seeking relaxations/waiver in eligibility
criteria to the CIC or the EC (depending on quantum of assistance, as per
extant delegation of powers) for onward recommendation to the Board.
Recommendation of all proposals seeking relaxation/waiver in
Operational Instructions to the CIC.

Screening Committee of Executives (SC): The Screening Committee of
Executives (SC) is the Competent Authority for giving clearance for
detailed appraisal or for rejection of any proposal seeking financial
assistance, received by IFCI. All new proposals shall be considered by
Screening Committee except for short term loans or loans to existing
clients.

All proposals are routed through Integrated Risk Management
Department for their comments and Chief Risk Officer is a member of
CIC. It is also submitted that IFCI is not doing fresh lending since FY
2019-20.”
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B. REGIONAL DISTRIBUTION OF LOANS

2.7 The Committee note that as per available data of regional distribution of the
loan disbursement, major chunk of the loan had gone to western parts of the
Country and eastern region is lagging behind to only 5% of the total disbursement,
when asked by the Committee, about the reasons, IFCI submitted as under:

“The Western region houses the Indian Financial Capital i.e. Mumbai and
the GDP of three western states wherein IFCI had/has its offices
(Maharashtra, Gujarat and Rajasthan) constituted 26.72% share in India’s
GDP during the period 2011-12 to 2019-20. However, GDP share of 3
Eastern States wherein IFCI had/has its offices (West Bengal, Odisha and
Bihar) was only 11.25% during the same period.

Further, number of companies registered in these 3 Western States is
approximately 3.71 lakh whereas the number of companies registered in 3
eastern states is approximately 1.60 lakh. It is also observed from the
Handbook of Statistics of Indian States released by RBI in November 2021
that Credit Concentration in these 3 Western States and 3 Eastern States
under consideration constituted 35.29% and 6.76% share in all India bank
credit Outstanding during the period 2011-12 to 2020-21 which is
commensurate with the lending done by IFCI in Western and Eastern

regions.”

State-wise Disbursement (X crore)
Andhra Pradesh 15 15
Bihar 11 11
Chandigarh 100 60 25 185
Chhattisgarh 25 25
Delhi 2,615 | 671 3,798 | 1,919 | 1,729 | 460 1,318 | 756 321 |20 13,606
Gujarat 60 30 160 298 362 235 73 114 84 1,415
Karnataka 200 80 516 997 736 48 275 80 2,931
Kerala 25 25 50
Madhya Pradesh 20 97 31 147
Maharashtra 1,404 | 77 2,162 | 3,282 | 2,372 (1,449 | 1,752 | 1,907 | 245 |57 14,709
Orissa 100 100
Rajasthan 15 111 82 6 2 3 219
Tamil Nadu 460 10 914 625 467 107 250 254 57 3,145
Telangana 1,082 | 616 456 533 1,065 | 307 225 86 4,369
Uttar Pradesh 80 66 30 11 18 6 211
West Bengal 130 20 678 794 258 295 499 20 27 2,719
Grand Total 5,951 | 1,504 | 8,683 | 8,687 | 7,488 | 3,053 | 4,434 |3,238 | 742 |77 43,857
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2.8

Regarding the rate of interest IFCI followed in medium and long term lending and its
competitiveness in the market, in a written note, following was submitted to the Committee:

External IFCI IBR Spread IFCI effective rating-wise
Rating (%) over IBR (%) rate (%)
AAA 10.75 0.00 10.75
AA+ 10.75 0.00 10.75
AA 10.75 0.00 10.75
AA- 10.75 0.00 10.75
A+ 10.75 0.45 11.20

A 10.75 0.75 11.50

A- 10.75 1.05 11.80
BBB+ 10.75 1.5 12.25
BBB 10.75 1.85 12.60
BBB- 10.75 2.30 13.05
BB+ /BB 10.75 3.00 13.75

2.9 It was also informed to the Committee that presently, IFCI's long term benchmark
lending rate is 10.75% and short-term benchmark lending rate is 9.30% (up to 1 year). IFCI’s
interest rate is comparatively less competitive than Banks, as Banks are the main source of
borrowing for IFCI. Since banks have access to cheaper funds including current account
saving account CASA, they can lend at lower rate and hence extend credit to borrowers at
interest rates linked with their respective MCLR (Marginal Cost of Funds based Lending
Rate)., which is in the range of 6-9%. IFCl's weighted average cost of funds is roughly 9.23%
which is significantly higher than the cost of funds for Banks. When intermediation cost of
IFCI is added to the cost of funds, it becomes relatively less competitive to the market. IFCI
has not been taking fresh loan exposure since FY 2019-20 onwards, however, IFCI’s
benchmark is reviewed on quarterly basis.
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CHAPTER-3

FINANCIAL PERFORMANCE

A. FINANCIAL HIGHLIGHTS

3.1 The committee have been informed that period of last 10 years for IFCI could be
divided into 2 parts. In the first phase, Asset base grew to highest ever 336,899 crore with
income of 4,006 crore by the end of March 2016. In the next 5 years, IFCI saw a constant
decline in the asset base to ¥13,028 crore (HYFY22) and sharp reduction in income to
1,397 crore in FY 2021 (H1FY22-Rs 332 crore) mainly on account of high NPAs and

inability to sanction new loans.

Financial Information for the period 2011-12 to 2015-16

(in crore)
As at 31st As at 31st As at 31st |As at 31st As at 31st
March, 2016 |March, 2015 |March, 2014 | March, 2013 |March, 2012
LIABILITIES AND
EQUITY
Non-current Liabilities 22,741.00 22,494.23 17,500.56 14,369.73 17,711.40
Current Liabilities 6,956.49 5,328.08 4,508.15 4,830.72 4,936.65
Share Capital 1,925.43 1,925.37 1,924.96 1,925.88 1,001.68
Other Equity 5,276.90 5,220.28 5,055.64 4,757.31 4,534.07
36,899.82 34,967.96 28,989.31 25,883.64 28,183.80
ASSETS
Fixed Assets 1,037.21 1,121.50 1,147.12 1,172.59 1,165.92
Deferred Tax Assets 678.70 567.90 682.04 726.79 836.92
Non-current assets 28,705.81 26,354.89 22,538.57 16,718.87 18,763.93
Current Assets 6,478.10 6,923.67 4,621.58 7,265.39 7,417.03
36,899.82 34,967.96 28,989.31 25,883.64 28,183.80
(in Crore)
2015-2016 | 2014-2015 | 2013-2014 | 2012-2013 | 2011-2012
EARNINGS
Total Income 4006.64 3346.08 2,953.29 2,759.30 2,850.20
Profit before Impairment 1338.01 1151.71 1180.84 829.27 845.03
Profit/(Loss) before Tax 443.48 718.02 660.45 664.12 957.74
Profit/(Loss) after tax 337.45 521.60 508.10 450.87 663.62
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Financial Information for the period 2016-17 to 2020-21

(in Crore)
As at 30th As at 31st |As at 31st |As at 31st |As at 31st |As at 31st
September, March, March, March, March, March,
2021 2021 2020 2019 2018 2017
LIABILITIES AND
EQUITY
Financial Liabilities 11758.17 | 12764.68 | 14,195.64 | 17,945.78 | 22,044.20 | 24,696.29
Non-financial liabilities 130.56 82.6 125.87 84.47 242.06 242.42
Share Capital 2041.98 1895.99 1,695.99 1,695.99 1,695.99 1,662.04
Other equity -902.66 476.11 2,411.78 2,529.31 3,022.28 2,732.23
13,028.05 {15,219.38 |18,429.28 |22,255.55 |27,004.53 |29,332.98
ASSETS
Non-financial Assets 4752.16 4470.59 4,366.44 4,522.63 4,173.38 4,119.80
Financial assets 8275.85 10748.75 | 14,062.84 | 17,687.46 | 22,259.16 | 24,546.44
Assets classified as 0.04 0.04 45.46 571.99 666.74
held for sale -
13,028.05 |15,219.38 |18,429.28 |22,255.55 |27,004.53 |29,332.98
(in Crore)
HY 1 - 2022 |2020-2021 (2019-2020 [2018-2019 (2017-2018 |2016-17
EARNINGS
Total Income 332.01 1,396.92 2,264.06 2,466.20 3,739.99| 2874.24
Profit before Impairment -246.69 124.40 281.05 393.54 1,434.62 412.59
Profit/(Loss) before Tax (1,569.27)| (2,147.23) (140.91) (691.29) 500.25| -779.02
Profit/(Loss) after tax (1,243.66)| (1,957.81) (277.88) (443.83) 468.37| (458.49)
Total comprehensive (1,232.79)| (1,935.68) (317.53) (483.18) 224.00 NA
income

B.
3.2

INVESTMENTS AND DIVIDENDS

It was informed to the Committee that during the last decade, IFCI has sanctioned

(Equity/Compulsorily Convertible Debenture (CCD) exposure) in five companies for project

development purpose for an amount of ¥694 crore. Out of the same,X533 crore were

invested in the companies controlled by the state government entities. These investments

pertained to renewable energy, thermal power, oil & gas and diversified infrastructure. IFCI

achieved XIRR of 10.27% on these investments. The details are as under:
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Investment in Project Equity / CCDs

(XCr)
Returns
FY Type Amount invested Prin Coupon /Upside | Total
2011-12 Equity /CCD 594 558 362 920
2012-13 CCD 100 100 58 158
Total 694 658 420 1,078

During the last 11 years, IFCI also made equity investment in the following companies which
are classified as subsidiaries as on date: -

Investments in Subsidiaries

(Cr)
FY Name of Concern Amount Remark
Invested
2011-12 | Stock Holding Corporation 292 | IFCI's stake in SHCIL increased from
of India Ltd. (SHCIL) 16.96% to 33.91%.

2013-14 340 | IFCI's stake in SHCIL increased from
33.91% to 52.86% and thereupon, SHCIL
became subsidiary of IFCI.

2018-19 IFCI Factors Limited (IFL) 120 | Consequent to conversion of CCPS and

2019-20 80 | perpetual debt instrument to equity

Total 832

Dividend earned on investment in existing

tabulated below:

subsidiaries during the last 11 years is

Dividend received from Exiting Subsidiaries & Associate

Subsidiary2011-12 2012-132013-14 2014-15 [2015-16 (2016-17 2017-18|2018-19 (2019-20 |2020-21 2021-22 3%‘;25222 Cr)Total
SHCIL 536 | 4.64| 250| 6.12 23| 2115 1363 | 718| 3.90| 741 2705 1152 117.69
IVCF 595| 5.95| 5.95 95| 595| 595 - 149 - - - 37.19
IIDL* - | 11.93 - -| 3.8 - -| 13.24| 14.95 - 43.94
IFL 5.54 | 5.54 - - - - - - - - - 11.08
MPCON - - - -| 0.8 0.08 -| o0.08| o0.08]| o008| 021 0.40

Total | 16.85 | 16.13 | 20.38 | 12.07 | 13.18 | 31.00 | 13.71 | 8.67 | 17.22 | 22.44 | 27.13 | 11.73 | 210.51

(*) Buy-back of 5 crore shares took place in 2018 at a consideration of ¥54.10 crore

crore shares took place in March 2013 at a consideration of X18.13 crore.
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Dividend earned on investment in Associates in last 11 financial years is as under:

Dividend received from Associates

(XCr.)
Concern 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 | Total
HARDICON* 0.01 0.06 0.01 0.01 0.01 0.01 0.10
HIMCON* 0.01 0.01 0.04 0.01 0.03 0.01 0.10
KITCO 0.30 0.30 0.30 0.30 1.20
NITCON* 0.01 0.01 0.03 0.04 0.04 0.04 0.16
TFCI* 3.96 4.12 4.12 7.27 5.68 2.23 4.21 27.63
Total 3.99 4.20 4.20 7.33 6.06 2.59 4.51 0.30 33.18

* IFCI exited these investments

Further, it was also informed to the committee that IFCI has also outstanding investment in
the units of venture capital funds cumulating to X 122 crore (inclusive units of VC Fund for
SCs run by IVCF for an amount of about X 74 crore). The internal rate of return on these
investments varies up to 17%.

3.3

Regarding details of Funds infused by Gol into IFCI and Dividend earned by Gol from

FCI, the DFS, in a written note submitted as below:

“Government of India granted restructuring package to IFCI aggregating

to ¥5,310 crore, out of which IFCI availed assistance of 2,932.31crore.

Details of restructuring package are as under:

A.1 Assistance availed by IFCI:

Gol Letter date Amount(in XCrore) | Mode
Loan (later converted into
28-Mar-03 523 equit;(/ in 2012)
23-Sep-03 1,573
29-Jul-04 75 Total Grant of X2,409.31
05-Jan-05 151 availed
16-Mar-05 90
07-Jun-05 111
06-Sep-05 146.33
20-Mar-06 42.67
14-Mar-07 220.31
Total assistance availed 2,932.31
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A.2 Assistance un-availed by IFCI:

FY Amount(in XCrore)
2007-08 1,300

2008-09 186

2009-10 168

2010-11 147

2011-12 576.69

Total un- availed Grant 2,377.69

A.3 Equity infusion by Gol into IFCI:

FY Amount(in ZCrore)
2017-18 100

2019-20 200

2020-21 200

2021-22 100

2022-23 500*

Total 1,100

*(Out of Rs. 500 crore, Rs 400 crore towards subscription to share capital is received by
IFCI on 7t March 2023 for FY 2022-23 for which allotment of shares is under process).

A.4 Dividend Earned by Gol from IFCI:

(in XCrore)

FY Equity Pref. Shares
Shares

2012-13 92.30 -
2013-14 92.30 -
2014-15 138.45 -
2015-16 92.30 0.06
2016-17 - 0.06
2017-18 - 0.06
2018-19 - 0.02
Total 415.35 0.20

3.4  Furtherit was informed that total Gol’s support in the form of equity to IFCI till date is 2,023
cr (923 cr was converted from loan to equity plus ¥1,100 crore additional equity provided from
FY 2017-18 to FY 2022-23) against which ¥415.35 crore of dividend has been received.
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CHAPTER- 4

NON-PERFORMING ASSETS
A. NPAs AND RECOVERY

4.1  The Committee note that the Company has incurred huge losses in recent years which
clearly reflects that there are serious issues in recovery of loans and most of the dispersed
funds have turned out to be bad loans. The Committee have been informed that in the past
decade, IFCI has sanctioned and disbursed loans of ¥40,199 crore out of which loan
exposure, 13,188 crore was turned into NPAs. IFCI could recover only 4338 crore and gross
NPA still stands at 6,515 crore as on March 2022.

4.2 It was further submitted that during the last 10 FYs, recovery of ¥12,253crore has
been achieved by IFCI by way ofNPA Recovery, redemption of Security Receipts and sale
of unquoted equity investments. IFCI has been regular in debt servicing and during the last
5 FYs period debt servicing of ¥32,337.57 crore has been done by IFCI without any default
or delay. IFCI has not raised any loan since January, 2018 onwards, except ¥200 crore that
was raised by way of Unsecured Bond under Targeted Long Term Repo Operations
(TLTRO) in June, 2020.

4.3 Regarding the status of NPA with the institution with major causes of its rising and

core sectors which have been identified as stressed sectors, the Company submitted as
below:

IFCI: financial performance (inCr.)
Particulars | 2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
Gross NPAs 2139 3063 3451 2617 3545 7553 | 8672 | 8610 | 7775 7801 6515
Net NPAs 327 1454 | 2123 1758 2466 5882 5127 | 4069 | 3496 | 2817 2058
GNPA % 11.4% | 19.2% | 17.3% | 10.3% | 13.1% | 31.9% | 41.0% | 48.9% | 61.9% | 72.7% | 90.67%
NNPA % 1.9% | 10.2% | 11.4% 7.2% 9.5% | 27.0% | 29.6% | 31.8% | 42.7% | 50.5% | 75.48%
Provision 87.5% | 60.3% | 54.0% | 60.5% | 57.3% | 42.0% | 55.5% | 66.3% | 72.4% | 77.8% 82.7%
Coverage
Ratio %

Total 581 987 1339 1266 693 1134 1260 2607 1866 520 1381
Recovery*

*Including NPA Recovery, SR Redemptions and Exit from Unquoted equity
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4.4

As informed by the Company there have been multiple reasons for accretion of high

level of NPAs such as:

>

4.5

4.6

Large exposure to Infrastructure Sector, specifically to Power and Highways sectors —
sector specific issues impacted the asset quality of IFCI's exposure to Infrastructure
Sector

Trapped in Vicious Circle — Once NPA level started rising, IFCI's credit rating dropped
making IFCI constrained in availing bank finance and accessing Bond Market. It further
propelled a downsizing on IFCI’s standard asset portfolio on account of prepayments
augmenting liquidity to meet scheduled liabilities and consequent sharp rise in NPA
levels.

Change in Law — The introduction of the Insolvency and Bankruptcy Code, 2016 led to
recalibration of NPA resolution strategy. IFCI's model of lending on the basis of
exclusive security was not in synchronisation with the approach of pooling of securities
for resolution under NCLT mechanism. Treatment of third party securities and
guarantees under NCLT mechanism also does not work in IFCI's favour.

Deterioration in overall economic viability of the Businesses due to first and second
wave of COVID-19 pandemic.

It was further submitted that IFCI identified following sectors as stressed sectors:

Thermal Power sector: First, due to lower gas production from KG D6 Gas basin than
envisaged, many gas based power projects which were developed to cater to envisage
production from this gas field became stranded. Thereafter, de-allocation of coal mines
coupled with delays in PPA execution etc. led to many coal based thermal power project
accounts becoming stressed.

Steel sector: IFCI traditionally has been taking significant exposure to Steel Sector
notwithstanding the fact that the domestic steel industry is particularly exposed
toglobal price shocks. The sharp decline in global steel prices in year 2015 led to
deterioration in the financial health of Indian steel companies and the sector becoming
stressed.

Regarding the Company’s top 20 NPAs and present status of recovery information is

provided in Annexure 1.

4.7

The Committee wanted to know the reasons about high NPAs in IFCI after becoming

govt. Company in 2015, in a written note, the Company stated as below:

“IFCI became a Govt company when Gol shareholding crossed 51% post
conversion of redeemable preference shares into equity. In FY 2016-17,
NPA level of IFCI increased significantly (Net NPA 27%) mainly due to the

following reasons:
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v' Change in Income Recognition and Asset Classification (IRAC) Norms by
RBI for classification of NPAs and provisioning on Standard Assets

v Asset Quality Review exercise by RBI

v Sectoral Issues

Thus, the increase in NPA post IFCI became a govt company is purely
coincidental in nature as sectoral issues and issues like change in IRAC
norms and AQR review introduced by RBI also came in 2016-17 which led
to increase in NPAs. It is pertinent to mention that post 2015, NPA levels
increased across the banking industry also.”

4.8 Further, Representatives of IFCI, during the oral evidence stated the following:

"DFEC TAAISS H gHA Ig Tdia hl HIRr Fr E 05 §H BpE THib & Tp
mmmmm#%ﬁ#fv#/mm?@wwogﬂm%m
UEW%WW%?WF/WWW?ﬁWWﬁ
WWWWW«#M@¢#§3§5WW#WH#WW/
HT: §H P B9 BT Fgl B¢ Gre/ B BT T FNA & qig H TTHT
Repaldt & @rerarey 3107 ¥s3 wded @l #t daar Us1/ I§ S U
FIBIFeT FAdT Teft T3, 38 Ald AT OFHT HawdT 3T 78 & 5 H grF
STITHITT 90 G¥He Tahiv & 3R daer10 wde & wdsd vaew aa #7890
FNIZ FGT & % FC3F vHCH T3 EIHORUTA FNeT 3egwe FABH &1
600 #NIZ FGF Tl &I §HAN &FIoT &I 3araaft & S &is7 §H 3T
FNISTT & BUT &1 §/F¢ AT Fiel PI600 TS 374 &/

4.9 IFCI has submitted to the Commiittee various constraints faced by the Company in
early resolution of NPAs which are produced as under:

. The Covid-19 pandemic had an adverse effect on the overall
recovery under various mechanisms due to muted cash flows
available with the borrowers and investors in stressed assets and
slowdown in the overall legal framework including NCLT.

. With more than 50% of the NPAs undergoing resolution under IBC,
recovery in these accounts is dependent on progress of resolution
proceedings under IBC. The COVID pandemic had impacted
functioning of NCLT/NCLAT and slowed down resolution
mechanism.

. Cases of personal insolvency not getting admitted on account of
various orders/judgments of NCLT/NCLAT giving conflicting
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B.

positions on initiating recovery against borrower when Corporate
Debtor is not undergoing CIRP

DRT-1 Delhi not having PO for the past 2 years resulted in
considerable delays in cases.

No Appellate Authority constituted under PMLA to hear cases.
There have been delays in cases under DRT mechanism in other
jurisdictions also.”

STRATEGIES TO DEAL WITH NPAs IN FUTURE

4.10

In a written note, IFCI further submitted that while efforts are being made for
consolidation of business and NPA recovery, simultaneous aggressive effort is put on
diversification of business to generate additional revenue with the available human
resources. Due to such ongoing efforts, IFCI has been able to garner several projects for
aggregate fee-based income of approximately ¥312 crore from advisory services which will

be received in the next 6 to 8 years.

4.11 When enquired upon by the Committee whether IFCI
study/analysis to find out the reasons and factors responsible for non-payment of loans by

defaulters, in response IFCI submitted following to the Committee:

b)

“An analysis of standard loan assets slipping toNon-Performing Assets
(NPA) category during 31/03/2013 to 31/03/2018 were presented before
the Risk and Assets Liabilities Management Committee of Directors of
IFCI Ltd. (RALMCD) in its meeting held on July 02, 2018. In this
analysis, the downgraded accounts were classified into the following
categories based on the reasons for slippage:

Business related factors: This includes loss of competitive position
following shrinking scale, worsening of cost structure, or delays in
project commissioning resulting in reduced predictability of future cash
flows.

Deterioration in the capital structure or the liquidity profile: This
consists of increase in working capital intensity, large debt-funded
capital expenditure or investment outlay or asset-liability mismatch of
the Obligor Company or parent company.

Industry related factors: This pertains to weak prospects of volumetric
demand or realizations in select sectors or unfavourable regulatory
developments.

22

has conducted any



d) Credit culture related issues: Managements of these entities were
either not particular about timeliness of debt servicing or chose to put
the interests of other stakeholders, ahead of lenders.

e) Others: These include miscellaneous factors, including materialisation
of some event risks. As per the above analysis, the broad reasons for

downgrading of standard loan accounts during the said period were as
under:

Key Reasons for NPA Accretion (% wise)

Others I 5
Credit Culture Related Issue . 7
Industry Related Factors I 23
Capital structure or the liquidity profile I 22

Business Related Factors I 42

0 5 10 15 20 25 30 35 40 45

4.12 Further, the Committee were informed the sector wise slippages on
account of industry related factors were observed to be as mentioned in the
chart below:

Sector Wise - Industry Related Factors (% Wise)

Telecom N 4
Power IS 13

Synthetic Textiles I 9
Real Estate I 4

Coal & Metal Ore Mining I 9

Miscellaneous Food Products s °
Beverages I 4

Ship Building & Repairs I 9

Iron & Steel I 30
0 5 10 15 20 25 30 35 40 45
Thereatfter, similar analysis was presented RALMCD from time to time.”
4.13 When asked by the Committee to explain the strategy being used by IFCI to make the

recovery process effective and to address the issues of stressed assets, IFCI submitted as
under:
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4.14

VI.

4.15

“As IFCI is not doing fresh Credit, the entire focus of IFCI is on recovery
from NPAs and stressed assets. With regards to management of NPA
and strategy for future recovery IFCI has been focusing on resolution of
stressed assets/NPAs by adopting multi-pronged strategies i.e.
Resolution through —

J Settlements

J Restructuring

o Assignments

. Insolvency Resolution through NCLT

. Personal Insolvency against guarantors

o Enforcement of security under SARFAESI Act, 2002

o DRT/OL/other legal proceedings

Regarding various steps taken by IFCI are as follows: —

Revision of Policies — IFCI has since implemented a single
comprehensive Resolution and Recovery policy, encompassing the
earlier 3 different policies, which govern various aspects of recovery such
as settlement, assignment, restructuring etc. The Delegation of Power
has also been revised to make the process flow operationally more
efficient.

. Renewed focus on Compromise Settlements - Efforts are being made to

enter into One Time settlement/Compromise Settlements wherever
possible. Further time up to 12 months is being approved in some cases
as per the revised policy, to maximize the recovery.

Sale/Assignment of Loans/Investments — IFCI has already identified
major accounts for sale, out of which 3 accounts have already been
assigned and sale consideration received. Due diligence is being carried
out by number of investors for purchase of some of other assets.

. Other operational initiatives have also been taken which include

videography of mortgaged assets to entice interest from prospective
buyers.

A database of ARCs, Stressed Asset Investors & Real Estate investors
have also been compiled so as to share details of IFCI’'s NPAs to these
investors, to facilitate early sale of NPAs and recovery.

Appointment of reputed advocates to represent IFCI in legal matters etc.

It was submitted to the Committee that due to the above focus on recovery,

IFCI has been able to recover about ¥1,381 crore from NPAs in FY 2021-22 and
%380 crore in first half year of FY 2022-23 from NPAs and SRs. With regards to
the credit appraisal process, Committee have been informed that it has been
strengthened over the years by way of continuous revisions in the Lending Policy
and last such comprehensive revision was done in 2019. Highlights of the
appraisal/sanction process, the Company submitted, are as under:

a. Any relaxation in eligibility criteria w.r.t. lending policy requires
sanction by Board.
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b.  Minimum credit rating eligible for any funding is BBB (except for
greenfield projects which is BBB-).

c. For any short-term loans, the minimum rating is A1/A for new
borrowers and A2+/A- for existing borrowers with satisfactory credit track
record.

d. A comprehensive standard format of appraisal is being followed.

e. IFCI has focused on changing the product mix from long term loans
to short term loans resulting in reduction in average tenure (including
moratorium) of the new sanctions.

4.16 The Committee was further informed that all the above measures have
resulted in the following outcomes:

a. Improvement in the weighted average external rating of fresh
sanctions from BBB- in FY2016 to A- in FY2020.

b. NPA as % of disbursed amount for the respective year of sanction
has gradually reduced from 33% approx. in FY2015 to5% approx in
FY20109.

c. Also, it may not be out of place to mention that CAG in its
Transaction Audit Reports for both FY2018-19 and FY2019-20 has
appreciated IFCI for improvement in the coverage of its lending
policy, loan disbursement norms and recovery of loan disbursed
during the period of audit.

With regard to the post sanction monitoring, it was informed to the
Committee that it is being done in various forms, i.e. regular interaction
with the clients, assessment of internal/external rating, site visits,
valuation of security on periodic basis, monitoring of escrow, security
updation in the system on quarterly basis, financial covenant testing, red
flagging of accounts wherever applicable, SMA reporting, feedback from
the lenders, attending consortium meeting, annual review etc. Further, in
project finance cases, for each disbursement, entire status of project, LIE
report, status of clearances, etc. are reported in detail with disbursement
note. “

4.18 During the oral evidence, representatives of IFCI have further explained their strategy
about dealing with NPAs as below:

“ S IHAGH & TE HT FTHT 100 FNF $GF & @ier Fr 3] 500 #NF Fgd F F

Fafea e sapH & &1 Hd: FifFaEeT & deaiar gaa & fSam g7 Fwrer ava &

(75 THEH Pl FIACTSST s 3HP g7 PR Tl (el Flel Repadl ag e gg, foaes

SFIct Ig g3 17, GER 600 P18 ST P SIS &, FHET FHH U HHIGA T bl &

77 3R Repet T8 et 7 g2 al gAdledsd! HI TR 378 aad & &fesf i

TTNT ISTGRlT & GR H §HE Helol gor T 91/ Hd: §H U multi-pronged &1
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TAHITICT T H & §H & & &1 50 GIGeIT 1% vHeH UadHiverc! #H &, &b Ueadiveic!
Pl ITAT RIS 8, fS3ad 35H Pl HHI 97 57 6T &/ STeT G UHSH &, Tgl TRpdH!
TIRE S @7 T8 &/ 37 FH Pl §HA FIEIAT FNA & B0 A P& GIERAST AT Bl
& 3ealerT 3w grad Rergsr & &1 3 Haeb (T BIHAT-3¥8 d¥ler faere 8, fad i
Jg HIH FART Tfd & g T 3 HTTer dael gv 39 #ha H dgl aranw 7 3wl

4.19 When the Committee enquired about the methods adopted by the Company for
recovery of large size stressed assets and if the Company sees its successful execution, the
Company in their written reply, submitted as under:

“Out of total NPA portfolio of IFCI, about 50% of the portfolio is in NCLT.
Many of the cases are in advanced stage of resolution. In remaining
accounts, multi-pronged approach for resolution is being adopted
including one time settlement, assignment of exposure, enforcement of
securities through SRFA&ESI and DRT route etc. Development in each
account is being closely monitored by the management. This approach
supported by enabling policy and decision-making framework yielded
results in FY 2021-22 with recovery of about ¥1,381 crore from non-
performing accounts and security receipts.

Stressed Standard cases are being monitored closely and efforts are on
to exit such cases at the earliest.”

4.20 IFCI submitted the following additional information regarding modes of mechanism
resolution and mode resolution used by the Company for resolution of NPAs during the last
10 fiscal years:

“A brief analysis of the efficacy of mode of NPA resolution form April 01,
2012 to September 30, 2022 is as under:

Non-Legal Routes Assignment* 58%
Settlement 77%
Follow-up (incl. restructuring) 36%
Legal Routes Legal (incl. DRT & SARFAESI) 27%
NCLT 18%

* includes security receipts also

However, it may be noted that recovery from NPAs requires a multi-pronged
approach and multiple recovery routes are followed simultaneously for
resolution of NPAs.”
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4.21 During the evidence of the Ministry of Finance, when asked about the NPA issues of

the Company, representative of DFSsubmitted before the Committee as below:

“HTBUEHIHTS P13 B HBIT T8 H¥ I8 & 5 HHSHE IT TJg FIE I
AThe & UET 9 3877 d PN [aT1] Spd FT 3R &H &G, g9 2006-
07 & U G FAIAT Y FhIT a8 2006-07 H @RI 898 a5 UL
JATT, T 2007-08 FH 1000 @RIZ FGI PT TIFHE AT, a8 2008-09 H
657 PNIZ G PT GIFHS TATIT| 30D TRUTHEGRT, A 3Hid B3 Gisfifcd
8l 7, 39 &G 2008-09 & &G (Y & RART 3o &l Y& a7 fadr
FIEF 59T BT FRT 3G Jb Ju 2016-17 FH 3G T [ HETHHIE
HT TTNT T 27 RAC g T 3 FHT FNNHTS FT Teh F1H AT
g] 3o¥C Repifeererd ©s 3rdcH Sopppar AR, gop del @& AT
FATR IR FTFH HTIT T [FF T HGa FUT Bl BT BN FATRTPIS
NI, TTHNT e [BFAIR G Al 3HH [FpAAT BT &I GHEAA AT
g3ar, bl & TIY 3@l TANTHHT & FT H &I 3HFH HST-AlET aiT
Tg off 75 Ugel H TTHT Pl TANTHH H [BFAIN PN & T 5§ Hela
& srer RuFe & glar a1 3w 3RS & geraw AT SRt FH
&L, GTel Al HBCEeIST 2016 & & 37 ave Ueh BiHenl oI/ TANT
B GHESIIAT PR & 3HD! 3egla TeIY 0.25 URHC Y 31/ 3dF
TROTHETET Fg §3T 5 Tgd G OF &l 5 37 g A o ag veTdi
FATRTETS & T EHART TANT IR 27 TRAS & T1=IT] JIRAHTS FT 5T
I TFSATSA Ul G P& HFCNel 39FT & STel-o781 [aead HFex
g7l GBI B IGI ], GlaR, el dFe? o P& HFey FURID 39ZT
g gg 3 BT I fSIFdr ToTg F Al TANT g AT/ 3Fd GRUNTH TaRT,
STPT HIBEC HST H 3137 & T IFF &g [FUF T T=T B I
FIS BT Fgl @RI ay 2021-22 & JIg IS ABIT FloT FX & & P
DS BIC IHISE o FHP] 06 37gla 15 BpIT] 3% dlG, Fddlec HTaI3e
gwaxmmwmgmwm#mmm‘/mﬁ
& [FIT F7 T g Fpal & dedeee & dAla-ar e T & &7 &b
&7 a9 Ir dl 3FP @ AT ST IT 3HBT RArsael FRrET ST Tl
&1 FAT T Y 3T AT & ST HATTT H gHA TISTIHA [HAT T gH
&I [ HTSUHHIATE T [FECs Uiedl &/ Frees Tfeet gl & @Nor it
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15 39 B IE & A & Py T & FRATS P 3 T &1 qEp

TE BUHAIST TeFe H H 1c & P efTer IR T FegoT & Zen M

G@GAT GBI (5 FFE TNE & USH (BT ST & IHITIT & Th PIRC

19T, 3TCoIT T, &t 3N & @Bl vt & dl 37 (P10 ERBIN BT [Fpdedl BHIC

HTTIT| &ledT EH FIATAFET FIT 82 IR & [BIRC HICUT &l e & b

STHT B Foll HlSel [P NE 81911 T JFled TAIRmT Fxed &l

ST &1 3TeleHT 3077 Tgd TR &/ IR §F T JHICUT 3HBIee #7 o

T 3aH gH It & TISFGUT F TIRAT & IRAHE & TISHFGIUT P

ST & BUAT HBAH & TTUT H AT PN ST & §F FHqa bl

UBH P& RPN 5F U Picl o, §H o7 57 GT PHIH X I8 &1 6H ol

& HBTHEHITS & 31T MY HIIT &1 ST HY HITAT 89T §H ERBN & HIHA

gegd PRI FIER A9 (BT ST &b §ART dRe H Plpd T & g7

HTRTT TFFO=FT & gH o BT gHIUT €AF TET & (B oo

TFHUH [AHIT T, 323 vFHUAY &l 78 &1 BT dq & s el AT

[ 39 I Pl STEARPBIS IR, o N TIFEECST @R, S ggel BT

TFEIRTH &1
4.22 The Committee desired to know about the findings of Asset quality review done by
RBI for IFCI Ltd since 2016 till date, in this regard RBI, in a written note submitted as under:

“‘Asset Quality Review was not undertaken for the Non-Bank Finance
Company (NBFC) sector. However, NBFCs are subject to RBI supervisory
examination wherein compliance with prudential norms on asset
classification is reviewed on a sample basis. The details of divergence
observed in asset classification and provisioning requirements during the
said inspections of IFCI Ltd. since 2018 are listed in Annex A.”

4.23 Regarding future business and status of regulatory compliance of IFCI Ltd.RBI
submitted their comments as below:

“1. The company, being an NBFC-ICC, is required to maintain %2 crore of
Net Own Fund(NOF) as on date. Further, it is required to achieve NOF of
%10 crore by March 31,2027. However, the company’s NOF has been
depicted a declining trend over theyears and has decreased from
%2,623.43 crore as on March 31, 2017 to X (-2874.66crore) as on March
31, 2022. Thus, in terms of Section 45-IA of RBI Act, 1934, thecompany is
not eligible to carry on business of Non-Bank Finance Company (NBFC).
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2. The company was meeting the Principal Business Criteria as on March
31, 2022, asits financial assets formed 59.63% of the total assets and its
financial income was94.45% of the total income.

3. The assessed total capital funds of the Company as on March 31, 2022
is ¥(2,869.60) crore. Hence, the company may need capital infusion of
about %2,875 crore to meetits regulatory requirement. Further, anticipating
a growth of 5% in its business, theadditional capital requirement would be
about 3,325 crore.

4. In terms of DOR.CRE.REC.N0.60/03.10.001/2021-22, “Scale Based
Regulation(SBR): A Revised Regulatory Framework for NBFC” dated
October 22, 2021, theCompany cannot invest/loan more than 25% and
40% of Tier 1 capital (NOF) in asingle entity and group of entities,
respectively. As the company’s NOF is negativesince March 31, 2021, it is
not eligible to grant new loans or make investments.

5. Capital to Risk Weighted Assets Ratio (CRAR) of the Company is
negative and doesnot meet the minimum requirement of 15%. It has been
making losses since 2017resulting in reduction of capital funds.

6. The composition of the Board as well as the Board level Committees is
not inconformity with the Companies Act, 2013, SEBI’s Listing Obligation
and DisclosureRequirements (LODR) Regulations, 2015, due to absence
of Independent Directors. (RBI)”.

4.24 The Committee note that non-compliance to various regulatory provisions by IFCI Ltd
as mentioned above also led to an adverse impact on future business of IFCI Ltd.
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CHAPTER-5
REVIVAL STRATEGY

5.1 The Committee desired to know that apart from the Government support and
with/without liability restructuring, what intervention required from Central Government for
making IFCI a profitable Company, in their response the Company submitted as below:

“IFCI is working closely with the Department of Financial Services, Ministry
ofFinance for evaluation of various options for revival of IFCI. Due to paucity
ofcapital, IFCI, at present, is not able to lend and is focusing on recovery from
NPAsand monetization of the non-core assets to boost its liquidity position.
Simultaneously, IFCI is focusing on enhance its fee-based income from
advisoryservices to sustain establishment expenses and to utilise its project
appraisalexpertise and experience. IFCI has been providing project
monitoring agency (PMA)

Service to 9 out of 13 (awarded) PLI schemes.”

5.2 IFCI, further had submitted to the Committee that keeping in view of the present
macroeconomic scenario and bad financial position, IFCI Ltd. had appointed a consultant
to formulate a revival strategy for the Company, when the Committee sought the status of
the report of the consultant and its recommendations for information of the Committee, IFCI
submitted as under:

“Keeping in view of the precarious financial position of IFCI, the company
had appointed a consultant to suggest the way forward. Consultant had
proposed the following options:
1. Continue as a going concern with government support and with /
without liability restructuring
2. Outright sale / disinvestment of IFCI to private company
3. Soft / Hard closure of IFCI by monetizing assets and paying off
liabilities
4. Consolidation of IFCI group without liability restructuring

Post a preliminary analysis of above options; few variants of the same were
also identified. As the initial report required some more detailing, an option
wise detailing exercise was carried out in consultation with IFCI officials from
the following perspectives:

e Protection of interest of all stakeholders (shareholders, retail

bondholders, other creditors, employees etc.)

e Fiscal burden on Government of India

e Regulatory & taxation implications

e Long term viability

e Optimum utilisation and reaping synergies of IFCI group resources
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¢ Estimated time taken for completion of underlying process under each
option

Further, an independent committee consisting of MD SBI, ex-ED PNB and
EVP SBI Caps has been constituted by DFS to evaluate these options and
submit its report suggesting a way forward.”

5.3 The Committee wanted to know about the strategies if any, prepared by IFCI to deal
with huge public interest in the Company, IFCI in a written reply to the Committee submitted
that:

“There are approximately 5.5 lakh public shareholders and about 92,000

retail bond holders as on September 30, 2022. There are approximately

1,400 provident funds/gratuity/retirement/pension funds which have

outstanding investment of about ¥2,951crore in IFCI. While evaluating the

options, the issue of public interest has been suitably highlighted.”

5.4 Representatives of IFCI have further elaborated about the impact of closure of the
Company during the course of oral evidence as under:

“How would it be impacted if we are going towards closure? Madam, this
is certainly a point of consideration we have placed before the DFS ‘If you
are closing us down, what happens is this PLI scheme?” There has to be

an alternative arrangement. ¥ Feflaiv &l aid gl 313 & It is just an

option which has been discussed along with so many other options. But in
that case, the whole business will not be stopped. Probably, it would go to

some other agency. &g GeRT Tsidl 39 HIH & HHTeN, Tg & Hehl §
#F Jet &F 37 FIH Hl GITel/ So, it may be just a change of the entity,
but the business will continue unabated as itis. Faloiv & 3GV @I detotor
gid & ol 4t AR Rperl 8 ag shac glof, 5l UaT §H RIciisst @
Fpa & ag adl Har &/ 1t goes into a kind of a fire sale. So, there are
challenges on that front. Ram3aer toflead H EHART HA deiol ddlflca 3eve
&/ 500 I3 ¥GF GreT H 3T GBAT &1 INT VRST FRIST P FHiee 9.5 &
10 HS & &t &1 3aH AT vAcH gl & 37 UbR & &H aled 8,

| am not totally insolvent at this stage, there is a small amount of
insolvency. Maybe, itis about Rs. 1,000 to Rs. 1,100 crore. If | can manage
that, | have enough assets to liquidate and pay off my debts. But to pay the

debts, | will need approval of the SEBI. fFeraR UAc @il qaafl, & aisd
&, 1 cannot pay just like that. 7V OHE N1t H Hell BT Y137 TEFIT 71T,
[FIfFIBST T TIfRT, (FIFIBET & (AT &7 ENHR & FgITT HT I8 &
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ST §H PO Aol @l ddoT G IerTT & JeASH &S so that | can square
off these liabilities and become interest free. # #RT GIHBR PT FUf ?§5777

J [F #Fhe PT FON TG/ In that case, about our expenditure of Rs. 10

crores per month, we have created models, fee-based models, which we
are doing. We have about Rs. 9 crore to Rs. 10 crore model to take the
income. So, the company will be relevant and contributing to the national-
building. PMA scheme, PLI schemes, State Government and even
Corporate Advisories are there. That is why it will continue. Still, we will
settle everything to adjust our liability, which will take a year or two. After

two years, we will know how much cash we are left with. &ZfamEEr &
GcH $Xa1, &9 291, We can be back in the lending game again because
people will know their skills. They are already appraising their projects. 3757

B iy Y I8 & Pper AT I &Y 39 So, we do not want this

company to die. We want those skills to remain there with the company.
We want the company to be profitable. But, at this juncture, where there is
a need of surgery for which we have gone to the Government of India. We
have given them multiple options. They are evaluating them and they are
discussing within themselves. As soon as that is done, things will be done.
They have got our point. We have made everything very clear to them.

VchgdT Wgﬁiﬁ GTH-HTH TFFTHA [FHT 3‘/”

5.5 MD, IFCI during their oral evidence before the Committee further added as below:

“Jg Feniss Rarsaer &Efestt & ar # &1 Fid1a HHET & ST aeT AT
0F FT TG&arg & 3N 357 o7 7R &7 (R 87 dedeiee & 3 TN AT
& U7 geaig v & S Svwed & g marTha &1 59 Hex I &
FIT §H TST-3€-357 o], 3R FRDR & §H P o), IIGIT BT ST &
T &H &I AT el -EFaar &, 37U diHce TEBFIH oll] T
TG el JISTR H HTAT PIH Gel: GRIT Y Hebdl & I 3HP! FH TEAT
@l & 391 51T, 3HF 3Ha¥ HIE IN F=dvex T, 3 3 H v Tar g
W& @ T 37 gdegue Y T8 81 v e JE MY & [ T GEAT Bl
ga BFIT STTT? HIFe, g18, Foloi & dile & [T 1T 3R S8 47 FHHTA
&/ Ufeponell ST HEAT @ 3ax Ufeeter 3cj¥T &, ARElesd &, al-splosd
& 7 fivw B3H & sdvcHeH &1 T T Jg H AT (7 FAT 14 Hulaar
Pl IGA P ST 87 5 14 HUIAG B TG U P BoIHSIA HH BT
a1 Sre? ST 5 HTSdel ENPR BT MY el § 0F 3 Neags #a)
I 37a A9 3 FRTEIRIT FI 7& 0?2 Id: T G&did H marTehia
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g/ DFS is fully involved with us on this.”

5.6 Regarding the revival strategy of the Company, Representatives of IFCI,

during the oral evidencehave further submitted that:

W, Rasae el - e F#7E &7 #7 Ggel H g&gd g7 &l
Different options have been discussed with Government of India
which includes [ §H UsT 3¢ o7 aﬁaj &/ Can we continue as a
lending institute? &meel RFaGRRHAC gH [HFH FIGT G371 Whether
our liabilities can be re-structured or not; can it be sold outside?
Should it be closed? Sar aia g W& off 5 JiFe Follsik IT EI8Fellon
SHPT [BF JPN & & and also, if IFSC groups can be done; and
these options are being discussed with the DFS. & di& H 3t g7
&I HbEl & T FHABT 1T &1 So, we are expecting some decisions
from the DFS soon. At this juncture we do not have capital and

RBI would not permit us to lend and we do not have enough money.
BHANT dimeer Tgehdl ddifea g JieRst #saw 75 gdc ARY dmee
ugehdl &/ So, as per the RBI norms we cannot lend any money
though we are maintaining a liquidity of Rs. 400 crore at this
Juncture. But we are not lending, rather using it to retire our liabilities
prematurely.”

5.7 The Committee wanted to know about the corrective measures being undertaken by
DFS and IFCI in view of the PCA framework that has become effective from 1 October 2002,
and will apply on the basis of the financial position of NBFCs on or after 31 March 2022, DFS
in this regard in a written reply to the Committee have submitted that:

‘Reserve Bank of India had introduced a Prompt Corrective Action
Framework (PCA) for Scheduled Commercial Banks in 2002.The objective
of the PCA Framework is to enable Supervisory intervention at appropriate
time and require the Supervised Entity to initiate and implement remedial
measures in a timely manner to restore its financial health.

Accordingly, a PCA Framework for NBFCs has been introduced to further
strengthen the supervisory tools applicable to NBFCs. The PCA
Framework for NBFCs other than Government NBFCs, came into effect
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from October 1, 2022, based on the financial position of NBFCs on or after
March 31, 2022.

As IFCI is a Government owned NBFC, PCA framework is not applicable
to it. Additonally, a separate circular is likely to be issued in due course
with regard to applicability of PCA Framework to Government NBFCs.
(Para No 3 of RBI circular dated December 14, 2021, RBI/2021-22/139) .

Despite not being subject to the PCA framework, IFCI has stopped taking
fresh loan exposures and instituted robust credit monitoring mechanism in
the spirit of PCA framework. IFCI has also undertaken cost cutting
measures coupled with expediting recovery from NPAs, enhancing its
advisory business income & monetisation of non core assets to improve its
liquidity position.”

5.8  When the Committee asked about this to RBI that it has kept all NBFCs under Prompt
Corrective Actions (PCA) framework except Govt. Companies and the reasons Government
supported NBFCs has not been placed under PCA framework presently, RBI, in their written
reply submitted as below:

“Prompt Corrective Action (PCA) Framework for NBFCs (copy enclosed)
was introduced on December 14, 2021, to enable supervisory intervention
at an appropriate time and require the NBFC to initiate and implement
remedial measures in a timely manner, to restore its financial health. At the
time of introduction, Government NBFCs were kept outside the PCA
framework, as Government NBFCs were provided time upto March 31,
2022, to adhere to the capital adequacy norms in terms of extant
regulations (copy enclosed). Currently, Reserve Bank is engaged with
Department of Financial Services, Ministry of Finance, Government of
India for extending PCA framework to Government NBFCs as well.”

5.9  Further, the Committee desired to know about the challenges lies for the Company
in future as a NBFC, RBI, in their written reply submitted as below:

“The company, being an NBFC-ICC, isrequired to maintain %2 crore of Net
OwnFund (NOF) as on date. Further, it isrequired to achieve NOF of %10
crore byMarch 31, 2027. However, the company’sNOF has depicted a
declining trend overthe years and has decreased from%2,623.43 crore as
on March 31, 2017 to %(-) 2874.66 crore as on March 31, 2022.Thus, in
terms of Section 45-IA of RBI Act, 1934, the company is not eligible to
carryon business of NBFC.As the company’s NOF is negative sinceMarch
31, 2021, it is not eligible to grantnew loans or make investments. As
perinformation available, the loan portfolio ofthe company had started
declining sinceFY 2012-13. It shrank from 14,530 croreas on March 31,
2013, to %12,703.28 croreas on March 31, 2021, and thensignificantly to
%7,339.90 crore as onMarch 31, 2022. The company had notsanctioned
any loan since FY 2019-20 andno amount was disbursed since June
2019due to its poor financial health”.
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5.10 The Committee enquired about the specific actions that have been taken by DFS to
support the Company and diversify its mandate when the Company have been reporting
losses for a few years and has been doing no business as per the mandate, DFS submitted
to the Committee that:

“Government of India has infused %700 crore equity share capital in IFCI as under:

Financial Year Capital infusion(Z cr)
2017-18 100
2019-20 200
2020-21 200
2021-22 100
2022-23 100
Total 700

In addition, additional equity share capital support of 400 crore in FY
2022-23 has been budgeted to ensure that IFCI’s networth remains postive
and IFCI continues as ‘going concern’While the options on the way
forward are being deliberated upon, it is imperative that IFCI focusses on
NPA recovery, cutting down expenses and bolstreing the current advisory
revenue stream. The same is being constantly monitored and supported
by DFS through series of reviews in the department and its representatives
on IFCI Board. Through concerted efforts, IFCI has been able to achieve
avergae annual advisory revenues of Rs 55 Cr. In combination with better
management of rental assets, IFCI has therefore been able to cover its
non-interest operational expenses”

5.11 The Committee further enquired about the future plans of the Company because of
the fact that since the Govt. of India became majority shareholder in IFCl in 2012, since then
amount of Rs. 700 crores has been infused by the Government. Despite this, the NPAs of
the Company have peaked during the period, in this context DFS have submitted to the

Committee that:

“To ensure viability of IFCI, it is imperative that IFCI is able to honour its
debt repayment commitments and not slip into the negative net worth
domain. While options regarding further course of action are under
evaluation, it is imperative that IFCI should be able to meet operational
expenses, make robust NPA recoveries, ensure profitable operations of its
subsidiaries and manage its assets. To that end, Government of India has
pumped in equity from time to time to safeguard IFCl's net worth and
ensure that event of default is avoided. Additionally, DFS through its
presence on the Board has encouraged IFCI to participate in government
advisory role, initiate cost cutting measures and ensure resolution of
legacy issues. Resultantly, IFCI has been able to achieve avergae annual
advisory revenues of Rs 55 Cr. In combination with better management of
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rental assets, IFCl has therefore been able to cover its non-interest
operational expenses.”

5.14 DFS have further added on the nature of support that it may provide to restart the

lending business and full strategic business plan of IFCI as below:

“To avoid the event of default, maintain accounting status of ‘going
concern’ and retain liquidity, DFS is providing capital infusion support to
IFCI. Issues of IFCI’'s long term viability, business model and restarting of
lending are likely to be addressed in the revival plan under evaluation”

5.15 Department of Financial Services, Ministry of Finance regarding the future of the

Company, during the oral evidence has submitted following to the Committee:

“l would only make a point about capital infusion. As of today, capital
infusion is being made only to service the debt of IFCI. If | were to take a
parallel from the point that you have made, if Government were to take
over the liability and close the entity, perhaps the situation would still be
the same. If we take over their liability, we are actually paying IFCI only to
the extent of their debt servicing requirements. Their operating expenses
for 150-and-odd employees and everything else they are doing,..

Government being Government, | suppose we do not have the same
flexibilities in terms of winding up a company as private promoter may
have. | do not need to explain that to you. But your point is very well taken
that yes, we are today keeping an entity alive which apparently, as of right
now, does not seem to be doing what it was originally meant to do. They
are doing advisory services. They are doing a good job with the advisory
services. They have got some good important assignments. But should
they be retained as an entity only to do advisory services? That is the big
guestion on which a decision in the Government, we are hoping, will be
taken in some time...... My point is, as of today, they are able to meet their
operating expenses. As of today, whatever capital infusion is being done,
it is going towards debt servicing. The larger point on the strategic view or
what is to be done with the IFCI, as of right now, it is not yet decided by
the Government. But we are expecting a decision would be taken. We are
actually working actively on it.......... Sir, we do not have a specific time
frame yet on this issue....”
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CHAPTER -6
SUBSIDIARIES

6.1 Regarding the shareholding pattern of each organization in IFCI Ltd following was
submitted to the Committee:

“IFCI has following six subsidiaries and seven step down subsidiaries:

Name of IFCI’s Subsidiary % shareholding Investment of
of IFCI IFCI
(X crore)
Stock Holding Corporation of India Ltd. 52.86% 637.62
(SHCIL)
IFCI Infrastructure Development Ltd. (1IDL) 100% 427.10
IFCI Venture Capital Fund Ltd. (IVCF) 98.59% 107.55
IFCI Factors Ltd. (IFL) 99.90% 290.19
IFCI Financial Services Ltd. (IFIN) 94.78% 83.15
MPCON Ltd. 79.72% 0.80
Name of Step Down Subsidiary % of Remarks
shareholding
SHCIL Services Ltd. 100% Wholly owned
Stockholding Document Management Services Limited 100% by SHCIL
Stock Holding Securities IFCI Limited 100%
IIDL Realtors Pvt. Ltd. 100% Wholly owned
by 1IDL
IFIN Commodities Ltd. 100% Wholly owned
IFIN Credit Ltd. 100% by IFIN
IFIN Securities Finance Limited 100%

6.2 It was informed to the Committee that in its endeavor to expand and add multiple
revenue streams through differentiated products and offerings, IFCI gradually established 6
subsidiaries by way of acquisitions / fresh incorporations. The Committee also note
frombackground note that, IFCI Ltd. has 13 subsidiaries including its step down subsidiaries.
The details of subsidiaries / step-down subsidiaries are as follows:

a. Stockholding Corporation of India Ltd. (SHCIL)

In 1986, SHCIL was promoted by leading Financial Institutions and Insurance
Companies, where IFCI also contributed 16.96% of share capital along with ICICI,
IDBI, SUUTI, LIC etc. SHCIL was a growing entity in Custodian Business and
considered to have immense potential as it was expanding in related field’s also
viz. stock broking. Therefore, IFCI further strategically enhanced its investment in
SHCIL in tranches. Eventually, SHCIL became subsidiary of IFCI in 2014 when
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the IFCI’s investment in it surpassed 50% of its total equity shareholding. (Reply
1, Annexure)) Step down Subsidiaries of SHCIL as mentioned below:

i.  Stockholding Services Ltd. (SSL)

SHCIL was into Custodian Services business and technically, a Custodian
is not allowed to do stock broking activity. A separate registration, by a
different entity, with SEBI was required to start broking business. Therefore,
SSL was established by SHCIL to venture into Stock Broking Services to
retail and institutional clients across the country. The company was
incorporated in 1995 with a long-term view of doing broking business;
however, it got fully operational in 2005-06. SSL offers services in Cash &
F&O segment of BSE & NSE. SSL is a member of BSE, NSE and MSEI for
equity segment.

ii. Stockholdings Document Management Services Limited (SDMS)

Stock Holding DMS, erstwhile SHCIL Projects, was established by SHCIL to
venture into the business of Document Management and Digitization
Services with a view that the segment has good potential and market in the
era of digital transformation. SDMS is a Microsoft Gold certified partner for
all its products and services and is 1ISO 9001:2008 and CMMI Level-3
certified company. SDMS provides services related to End-to-End
Digitization and Document Management System.

iii. Stockholdings Securities IFSC Limited (SSIL)

SSIL was incorporated on July 16, 2018 to take advantage of the business
opportunity at International Financial Services Centre (IFSC) Gift City,
Gandhinagar, by offering a comprehensive bouquet of service solutions to
all eligible investors at IFSC.

IFCI Infrastructure Development Ltd. (IIDL)

[IDL was set up as wholly owned (100%) subsidiary of IFCI in the year 2007 to
venture into the real estate and infrastructure sector as an institutional player. The
strategy was to get maximum value out of real estate assets acquired by IFCI
through NPA resolution by developing them through IIDL. Certain real estate
assets of IFCI were transferred to IIDL in lieu of equity shareholding. Stepdown
Subsidiary of IIDL are as mentioned below:

IIDL Realtors Pvt. Ltd. (IRPL):
In order to expand its business, in 2010, IIDL acquired M/s Ambitious Realtors

Pvt. Ltd. along with its properties and renamed it IRPL as a step-down subsidiary
of IDL. IRPL was engaged in the business of purchasing and selling of property
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with or without construction and also for generating rental income from leasing
out of its properties.

IFCI Venture Capital Funds Ltd. (IVCF)

IFCI Venture was set-up by IFCI in 1975 as a society, Risk Capital Foundation,
with the objective to broaden entrepreneurship base in India by providing risk
capital mainly to first generation entrepreneurs under “Risk Capital Scheme”, so
that they can avail loan from Banks and Fls for their ventures at comfortable
terms. In 1988, IFCI Venture launched “Technology Finance & Development
Scheme”, to provide financial assistance for setting up projects aimed at
commercialization of indigenous technologies, and it was corporatized as “Risk
Capital and Technology Finance Corporation Ltd. which was renamed as IVCF in
2001.

IVCF, a subsidiary of IFCI had been managing SEBI registered private equity (PE)
funds/Alternate Investment Funds (AIF) and presently manages Govt promoted
VC Funds viz. Venture Capital Fund for Scheduled Castes (VCF-SC) and Venture
Capital Fund for Backward Classes (VCF-BC).

IFCI Financial Services Ltd. (IFIN)

IFIN was set up in 1995, by IFCI, with registered office at New Delhi, to provide a
wide range of financial products and services to institutional clients. In 2009, CR
Finance Security Ltd. was merged with IFIN as an inorganic expansion in retail
segment in terms of branches. Earlier IFIN had only two branches that too in
Institutional segment only. After merger, the head office of IFIN was shifted to
Chennai as most of the branches of CR Finance Security Ltd. were in that region
only. IFIN is primarily involved in the business of Stock Broking, Currency Trading,
Depository Participant Services, Merchant and Investment Banking, Insurance
(Corporate agent for both life and General Insurance), Mutual Fund Products
Distribution and Corporate Advisory Services. Presently, IFCI is planning to
consolidate the businesses of IFIN & SHCIL by way of amalgamation, considering
the similarities. The approval for the same from Govt. of India is awaited. Step
down Subsidiaries of IFIN are as mentioned below:

I IFIN Securities Finance Ltd (ISFL): In order to have an NBFC in its
services, in December 2010, IFIN acquired Narayan Sriram Investments Pvt
Ltd. (NSIPL), a running NBFC, from Hindu Group of Chennai, to provide
margin funding services etc. to its clients.

ii. IFIN Credit Ltd.: CR Options Pvt. Ltd. was a subsidiary of CR Finance
Securities, which ultimately became subsidiary of IFIN after merger and
renamed as IFIN Credit. IFIN Credit is not engaged in any major business
activity.
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iii.  IFIN Commodities Ltd (ICOM): ICOM, erstwhile CR Commodities Pvt. Ltd.,
was also a subsidiary of CR Finance Security Ltd. which became IFIN’s
subsidiary after merger in 2009.

e. IFCI Factors Ltd. (IFL)

IFL was strategically established by IFCI to foray into Factoring business, an
addition to the basket of products offered by IFCI group. The Company, erstwhile
Foremost Factors, started its operations in February, 1997 with domestic factoring
activities. The Authorised Dealer's license was obtained for export factoring
activities in November 1996. Export Factoring operations were initiated from the
month of June, 1997. In April, 1999, IFCI subscribed to the share capital of the
Company besides acquiring the shareholding of 20" Century Group, thus
becoming the largest shareholder. Subsequently, IFCI also acquired the
shareholding of Mohan Group and in 2009, Foremost Factors was renamed as
IFCI Factors Limited. It is today a subsidiary of IFCI.

f.  MPCON Ltd. (MPCON)

As a developmental activity IFCI along other State Level & National Level
Institutions and Banks etc. contributed in promotion & establishment of various
Technical Consultancy Organisations (TCOs) across India as it was strongly
needed for Industrial Development. MPCON, a TCO headquartered in Bhopal
was established in the year 1979 to promote entrepreneurship Development and
help MSMEs. IFCI holds 79.72% shareholding in MPCON.

6.3 The Committee has been informed that the way forward on retention of above

subsidiaries or otherwise shall be considered along with the decision on revival strategy of
IFCI.
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6.4 A brief snapshot of financials of the Subsidiaries is mentioned below:
SHCIL - Financial Performance
S. No. | Particulars Stockholding Corporation of India Ltd.
(in XCrore) 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
1 Share capital 21.05 21.05 21.05 21.05 21.05
Reserve &
2 Surplus 5,934.97 4,531.94 2,663.15 2,214.57 2,260.47
3 Net Worth 5,956.02 4,552.99 2,684.20 2,235.62 2,281.52
Investment of
4 IFCI
Amt 637.62 637.62 637.62 637.62 637.62
% 52.86% 52.86% 52.86% 52.86% 52.86%
Total Balance
5 sheet size 8,948.01 6,852.70 5,181.78 3,849.05 3,700.32
6 Gross Revenue 674.12 596.35 458.60 396.60 386.58
7 PAT 178.11 136.55 68.84 40.85 33.14
IIDL- Financial performance
S. No. | Particulars IFCI Infrastructure Development Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
1 Share capital 427.10 427.10 427.10 427.10 427.10
2 Reserve & Surplus 95.79 79.71 77.93 86.64 86.74
3 Net Worth 522.89 506.81 505.03 513.74 513.84
4 Investment of IFCI
Amt (Equity +
Premium) 427.10 427.10 427.10 427.10 427.10
% 100% 100% 100% 100% 100%
Total Balance sheet
5 size 550.25 539.16 541.94 552.00 557.10
6 Gross Revenue 40.42 42.59 58.75 72.70 95.52
7 PAT 16.13 8.32 6.13 13.11 9.87
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IVCF - Financial Performance

S. No. | Particulars IFCI Venture Capital Fund Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 2019-20 2018-19

1 Share capital 60.37 60.37 60.37 60.37 60.37
2 Reserve & Surplus 111.86 106.37 109.19 106.62 106.14
3 Net Worth 172.23 166.74 169.56 166.99 166.51
4 Investment of IFCI

Amt (Equity +

Premium) 107.55 107.55 107.55 107.55 107.55

% 98.59% 98.59% 98.59% 98.59% 98.59%

Total Balance
5 sheet size 179.06 183.79 246.84 281.99 323.51
6 Gross Revenue 29.33 20.60 36.05 34.22 97.48
7 PAT 5.42 -2.97 2.47 0.6 -28.99

IFIN — Financial Performance
S. No. Particulars IFCI Financial Services Ltd.
(inXCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19

1 Share capital 41.53 41.53 41.53 41.53 41.53
2 Reserve & Surplus 24.89 29.18 27.82 29.02 30.19
3 Net Worth 66.42 70.71 69.35 70.55 71.72
4 Investment of IFCI

Amt (Equity +

Premium) 83.15 83.15 83.15 83.15 83.15

% 94.78% 94.78% 94.78% 94.78% 94.78%

Total Balance sheet
5 size 85.39 100.50 95.56 88.44 95.13
6 Gross Revenue 15.94 20.87 15.93 16.53 17.87
7 PAT -3.83 1.07 -1.32 -1.17 0.29
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IFL - Financial Performance

S. No. Particulars IFCI Factors Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 2018-19
1 Share capital 279.44 279.44 279.44 279.44 274.44
Reserve &
2 Surplus -175.85 -172.99 -163.21 -153.24 -142.26
3 Net Worth 103.59 106.45 116.23 126.20 132.18
Investment of
4 IFCI
Amt (Equity +
Premium) 290.19 290.19 290.19 290.19 285.19
% 99.90% 99.90% 99.90% 99.90% 99.88%
Total Balance
5 sheet size 259.88 305.63 366.50 444.30 493.61
6 Gross Revenue 14.75 25.37 30.30 42.09 50.80
7 PAT -4.22 -9.67 -9.80 -5.73 -20.08
MPCON - Financial Performance
S. No. Particulars MPCON Ltd.
. 2018-
(inXCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 19
1 Share capital 1.00 1.00 1.00 1.00 1.00
2 Reserve & Surplus 10.02 7.45 6.35 5.58 5.40
3 Net Worth 11.02 8.45 7.35 6.58 6.40
4 Investment of IFCI
Amt 0.80 0.80 0.80 0.80 0.80
% 79.72% 79.72% 79.72% 79.72% | 79.72%
Total Balance sheet
5 size 20.70 17.90 18.49 22.72 19.07
6 Gross Revenue 179.60 76.39 71.26 55.87 46.13
7 PAT 4.41 1.20 0.98 0.30 -1.1
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6.5 A brief snapshot of financials of stepdown subsidiary company is mentioned below:
StockHolding Services Ltd — Financial Performance
S. No. | Particulars StockHolding Services Ltd.
(in ZCrore) 2022-23 | 2021-22 2020-21 | 2019-20 | 2018-19
1 Share capital 6.09 6.09 6.09 6.09 6.09
2 Reserve & Surplus 88.99 85.64 73.13 63.26 59.94
3 Net Worth 95.08 91.73 79.22 69.35 66.03
Investment of
4 IFCI
Amt NA NA NA NA NA
% NA NA NA NA NA
Total Balance
5 sheet size 267.68 481.96 390.56 261.17 183.29
6 Gross Revenue 95.32 118.79 95.74 53.05 50.98
7 PAT 13.88 21.35 17.17 5.93 8.59
StockHolding DMS — Finnacial Performance
S. No. Particulars StockHolding Documents Management Services Ltd.
(inXCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
1 Share capital 55.75 55.75 55.75 55.75 55.75
2 Reserve & Surplus -14.26 -19.12 -20.72 -7.73 26.87
3 Net Worth 41.49 36.63 35.03 48.02 82.62
Investment of
4 IFCI
Amt NA NA NA NA NA
% NA NA NA NA NA
Total Balance
5 sheet size 172.48 156.93 161.95 165.05 142.67
6 Gross Revenue 84.71 67.77 42.55 53.30 51.78
7 PAT 4,95 1.56 -12.99 -29.62 -6.93
Stockholding Securities IFSC — Financial Performance
S. No. Particulars Stockholding Securities IFSC Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
1 Share capital 20.00 18.00 15.00 15.00 15.00
2 Reserve & Surplus -5.76 -5.09 -3.26 -1.08 -0.67
3 Net Worth 14.24 12.91 11.74 13.92 14.33
4 Investment of IFCI
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S. No. Particulars Stockholding Securities IFSC Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
Amt NA NA NA NA NA
% NA NA NA NA NA
Total Balance sheet
5 size 17.44 26.78 -15.12 16.13 14.84
6 Gross Revenue 0.35 0.15 0.14 0.13 0
7 PAT -1.86 -2.30 -1.84 -1.57 -0.5
IIDL Realtors Pvt. Ltd. — Financial Performance
S. No. | Particulars IIDL Realtors Pvt. Ltd.
(in XCrore) | 2022-23 | 2021-22 | 2020-21 | 2019-20 | 2018-19
1 Share capital 0.01 0.01 0.01 0.01 0.01
2 Reserve & Surplus 8.81 7.51 6.79 7.81 19.82
3 Net Worth 8.82 7.52 6.80 7.82 19.83
4 Investment of IFCI
Amt (Equity +
Premium) NA NA NA NA NA
% NA NA NA NA NA
5 Total Balance sheet size 17.24 14.74 12.70 13.79 25.46
6 Gross Revenue 3.48 2.44 0.19 16.08 2.48
7 PAT 1.30 0.70 -1.01 3.55 0.81
IFIN Securities Finance Ltd.- Financial Performance
S. No. Particulars IFIN Securities Finance Ltd.
(inXCrore) | 2022-23 2021-22 2020-21| 2019-20| 2018-19
1 Share capital 30.01 30.01 30.01 30.01 30.01
2 Reserve & Surplus -0.66 -1.05 -1.35 -1.42 -1.2
3 Net Worth 29.35 28.96 28.66 28.59 28.81
4 Investment of IFCI
Amt (Equity +
Premium) NA NA NA NA NA
% NA NA NA NA NA
Total Balance sheet
5 size 29.49 29.30 29.21 29.00 29.48
6 Gross Revenue 2.35 2.44 1.63 2.40 5.41
7 PAT 0.39 0.31 0.19 -0.22 -4.35
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IFIN Credit Ltd.- Financial Performance

S. No. | Particulars IFIN Credit Ltd.
(in XCrore) | 2022-23 2021-22 2020-21 | 2019-20 2018-19
1 Share capital 2.50 2.50 2.50 2.50 2.50
2 Reserve & Surplus -0.51 -0.52 -0.52 -0.52 -0.56
3 Net Worth 1.99 1.98 1.98 1.98 1.94
Investment of
4 IFCI
Amt (Equity +
Premium) NA NA NA NA NA
% NA NA NA NA NA
Total Balance
5 sheet size 1.99 1.98 1.98 2.00 2.10
6 Gross Revenue 0.09 0.08 0.09 0.15 0.14
7 PAT 0.01 0.00 -0.01 0.04 -0.02
IFIN Commodities Ltd. — Financial Performance
S. No. | Particulars IFIN Commodities Ltd.
(in XCrore) | 2022-23 2021-22 2020-21 | 2019-20 | 2018-19
1 Share capital 5.00 5.00 5.00 5.00 5.00
2 Reserve & Surplus -1.57 -0.87 0.25 0.15 0.42
3 Net Worth 3.43 4.13 5.25 5.15 5.42
Investment of
4 IFCI
Amt (Equity +
Premium) NA NA NA NA NA
% NA NA NA NA NA
Total Balance
5 sheet size 6.07 5.56 6.61 7.51 8.80
6 Gross Revenue 0.47 0.63 0.92 1.20 1.99
7 PAT -0.66 -0.66 -0.38 -0.27 0.37
6.6 In response to another query of the Committee the the company submitted that IFCI

through its subsidiary, StockHolding Corporation of India Limited (SHCIL), is contributing
towrads promotion of digital economy. SHCIL is one of the largest Depository Participants,
besides being country’s premier Custodian in terms of assets under custody (market share:
6.66% as on 30.11.2022). SHCIL also acts as a Central Record Keeping Agency for collection
of stamp duty, e-court fee and e-registration in various States and Union Territories. As on

December 31, 2022, e-stamping services were operational in 23 States and UTs. SHCIL
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mobilised an amount of 238,214 crore (amount of e-stamps issued) in first nine months of FY
2022-23.

6.7 IFCI, through its subsidiary IFCI Venture Capital Funds Limited (IVCF), caters to
capacity building in social sector and presently manages Venture Capital Fund for Scheduled
Castes (VCF-SC) and Venture Capital Fund for Backward Classes (VCF-BC), both initiatives
of Ministry of Social Justice and Empowerment (MoSJE) to promote entrepreneurship among

the deprived segments of the society by providing concessional finance.

6.8 When the Committee desired to know if Govt. is considering merger of subsidiaries
of IFCI Ltd to bring the Company out of crisis, the Company stated that consolidation of IFCI
Group is one of the options under evaluation. The way forward for IFCI will be decided after

taking into consideration report of the independent committee.
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CHAPTER-7
ROLE AND RELEVANCE OF IFCI

7.1 In view of the financial and physical performance of the Company in recent years,
and overall economic and commercial development of the Country when many
bank/Financial Institutions are extending credit for the purpose mandated to the Company,
the Committee asked very pertinent question from the Department of Financial
Services(DFS), Ministry of Finance, the Adminstrative Ministry about the relevance of IFCI
in the present financial ecosystem of India and why should not IFCI be closed, in their written

reply, DFS stated as following:

“Since its setting up in 1948 as first Development Financial Institution, IFCI
has contributed significantly to industrial and infrastructure financing in the
Country and in developing institutional framework by co-promoting various
institutions such as National Stock Exchange of India Limited, ICRA,
StockHolding Corporation of India Limited, Assets Care & Reconstruction
Enterprise Limited, Tourism Finance Corporation of India Limited,
Management Development Institute etc. IFCI, has so far extended credit
aggregating to %1,05,466 crore to various sectors of the economy.

However, fresh lending has been stopped by IFCI since 2020-21.

It was further stated that, IFCI has rich experience in project and corporate
finance though lack of capital has constrained IFCI from taking fresh loan
exposures, IFCI has been leveraging its project appraisal skill set by acting
as a Project Monitoring Agency (PMA)/ Nodal Agency for 11 out of 15
awarded Performance Linked Incentive (PLI) Schemes and other
government schemes poised to give significant boost to manufacturing
capacity of the Country. The PLI scheme, which aims to make domestic
manufacturing globally competitive, was rolled out with an outlay of about
Rs 2 lakh crore for 14 sectors to create national manufacturing champions
and create 60 lakh new jobs. Major sectors include mobile, electronics and

IT hardware,medical devices, automobiles and auto components, white
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goods, pharma, textiles, Food Products, high efficiency solar PV modules,

drones, advance chemistry cell etc. “

7.2 It was also informed that IFCI has been appointed as Verification Agency for claim
applications under Modified Special Incentive Package Scheme (M-SIPS) of Ministry of
Electronics & IT (MeitY), Government of India. Further, IFCI has also been appointed as
agency for techno financial appraisal, due diligence and verification for three schemes of
strategic importance by India Semiconductor Mission (ISM) viz. (i) Setting up of
Semiconductor Fabs in India (ii) Setting up of Display Fabs in India, and (iii) Setting up of
Compound,Semiconductors/Silicon Photonics / Sensors Fab and Semiconductor Assembly,
Testing, Marking and Packaging (ATMP) /OSAT facilities in India.

7.3 DFS, in their written statement, further stated that IFCI, through its subsidiary,
StockHolding Corporation of India Limited (SHCIL), is contributing towards promotion of
digital economy. SHCIL is one of the largest Depository Participants, besides being
Country’s premier Custodian in terms of assets under custody (market share: 6.66% as on
30.11.2022). SHCIL also acts as a Central Record Keeping Agency for collection of stamp
duty, e-court fee and e-registration in various States and Union Territories. As on December
31, 2022, e-stamping services were operational in 23 States and UTs. SHCIL mobilised an

amount of ¥38,214 crore (amount of e-stamps issued) in first nine months of FY 2022-23.

7.4 IFCI, through its subsidiary IFCI Venture Capital Funds Limited (IVCF), caters to
capacity building in social sector and presently manages Venture Capital Fund for Scheduled
Castes (VCF-SC) and Venture Capital Fund for Backward Classes (VCF-BC), both initiatives
of Ministry of Social Justice and Empowerment (MoSJE) to promote entrepreneurship

among the deprived segments of the society by providing concessional finance.

7.5 Since 1984, IFCI is the Nodal Agency for monitoring loans of Sugar Development
Fund (SDF) projects related to modernization/expansion, co-generation of power and
production of alcohol/ethanol in the private sector. This has resulted in employment
generation to the tune of 20 lakh and has supported livelihood of 1 crore farmers and workers
in allied industries. The reply further stated that though IFCI is not disbursing fresh loans, it
continues to be a player of prominence and critical eminence in areas such as techno
financial appraisals and project monitoring in various Government schemes of significant
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import. These schemes are critical in boosting manufacturing capacity of the Country and
creation of new jobs in sunrise sectors. Further, IFCI through its subsidiaries plays a pivotal
role in areas of e-stamping, Depository Participation, Custodian services, Central Record
Keeping and promoting entrepreneurship in the marginalised sections of society.

7.6  The scheme wise Break-up (as per the scheme document) for targeted employment
generation & incentive payment handled by IFCI are as under (excluding standing deposit
facility, SDF):
S.No | Scheme Scheme Scheme Date of work order Employment
Amount Tenure Generation
(Xin crore)
1 PLI Scheme for Large Scale | 38,601 6 years 02 June 2020 2,00,000
Electronics Manufacturing
2 PLI — Medical Devices 3,420 8 years 05 August 2020 6,411
3 PLI- KSM / DI/ API (Bulk | 6,940 10 years 05 August 2020 10,598
Drugs)
4 PLI - Food Processing 10,900 7 years 29 January 2021 2,47,730
5 PLI - IT Hardware 7,325 4 years 16 March 2021 1,80,000
6 PLI — Automobiles & Auto | 25,938 5 years 27 October 2021 1,45,197
Components
7 PLI — Textile 10,683 9 years 24 December 2021 7,50,000
8 PLI — White Goods 6,238 5 years 12 April 2021 4,00,000
9 Modified Special Incentive | 10,000 6 years 17 May 2017 Not Available
Package Scheme (M-SIPS)
10 Project Management 3,285 8 years 27 May 2020 Not Available
Agency (PMA) for the
Scheme for Promotion of
Manufacturing of
Electronics Components
and Semiconductors
(SPECS)
11 Medical Device Parks 400 5 years 21 October 2020 33,750
12 PLI - Drone & Drone 120 3 years 07 October 2022 Details to be
Components assessed
13 Bulk Drugs Parks 3,000 5 years 21 October 2020 1,38,807
14 Techno Financial 34,850 6 years 13 September 2022 Details to be
Consultant for Scheme for assessed
Semiconductor Fab
15 Techno Financial 24,000 6 years 13 September 2022 Details to be
Consultant for Scheme for assessed
Display Fab
16 Techno Financial 4,150 8 years 13 September 2022 Details to be
Consultant for Scheme for assessed
Compound
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S.No | Scheme Scheme Scheme Date of work order Employment
Amount Tenure Generation
(X in crore)
Semiconductor/ ATMP
Scheme
17 PLI - Toys 3,489 10 years 02 January 2023 Details to be
assessed
18 PLI — Advanced Chemistry | 18,100 5 Years 04 January 2023 Details to be
Cell (ACC) assessed
19 The Faster Adoption and 10,000 5 Years 03 February 2023 Details to be
Manufacturing of Hybrid assessed
& Electric Vehicles (FAME
1)}
Total 2,21,439 21,12,493
7.7 When asked by the Committee to give their views on the role of IFCI Ltd. as an

Institutional Industrial finance company and Non-banking finance Company especially when
the Company has turned its focus on advisory role as Project Management Agency (PMA)
instead of providing loans, Department of Financial Services have submitted to the
Committee:

“IFCl is a NBFC- ND-SI (Non Deposit, Systemically Important). While in
the past IFCI has had a significant role in infrastructure/industrial
financing, currently IFCI is facing liquidity challenges. Therefore fresh
lending has been stopped since FY 2020-21. At present, IFCl’s
operational income is sufficient in relation to its non-interest operating
expenses, but needs support to meet scheduled liability repayments.
Government of India has infused 700 crore equity share capital in IFCI
since 2017-18.”

Following Challenges are being faced by IFCI:

1. Honouring scheduled liabilitity payments to the tune of Rs 6,621 Cr
(as on 31.12.2022) through a combination of operational cash
flows/asset monetization/NPA recovery

2. Retaining human resources and deploying them in profitbale revenue
streams

3. Managing of extant legal/operational issues while traversing the way
forward

4. Restructuring the group to leverage significant synergies and exit from

unrelated / non profitable ventures

Below are the opportunities before IFCI:
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1. Forray into advisory role across multiple sectors has enabled IFCI to
retain its connect with industry and concurrently leverage its appraisal
skill set to benefit the industry.

2. While current revenue stream from advisory and rental is able to sustain
the non-interest operational expenses of IFCI, there is a significant
opportunity in terms of enhancing revenues by scaling up advisory
business thereby minimising reliance on rental income and contributing
to liability repayment.

3. Possible corporate restructuring may allow IFCI to leverage synergies
across the group and emerge as a lean organisation with higher per
capita employee contribution to the bottom line.”

7.10 During the Course of Oral evidence, representatives of IFCI explaining
to the Committee about what the Company is doing that other banks and
institutions are not doing, submitted as under:

“TR, IH FT qOF ¢, ol 3R ded B GAH AT §1 T HF & [
bmee M ST B TG H §ART gre g g § dl gH BT @ Pl
Jaeyr # ar &l &1 areiR # agd J3-g3 dsd & 3 3=ar v @ &l
SHET @S & auf H HSTHEHHE & HUAT Blpd TSaqIsoR’] HEGHT b
IN F AT & GIHAN G7 HRT TREN &I TSAIZHT F RE 7 347 &/
37T Sl GRT GIUei3is HaHe ool 6T & 3HH 13 H & 9 FHIFT bl g7 olloT
HAST @ @ g1 We are the backroom boys. §H TR &HIH Hedol #Rcd &
IR 38D v F TR TG RIS FUF F HEHGE STdeeHS giar & 3ud
77T EANY Q& 87 &1 &H BT A Fo dar T &, gH o Reperdt aw @
&1 saficTer gisiaca & 30T axad H ey @ S5 Rped &, 3a)
HAST e B 3N 351 Hifdew axad Fr IR [Ehed gHa Tsarsen] #H ot
&1 # 3 womss H @i 5 gHA 158 H H KT 75 9T TSIBoRT
BT H SIo7 13T & 3R 3! USAIgaRT Bl il §H 19T deT I &1 gofl
FeF & but we are providing it as a service. S WIS aTelT FHIH &
Tg &9 IR FEAT & [T Tl Hecaqol HIHA g1 15T bl ARG H dTeisrs
& &7 # HRT WPR P IR 33 T8 TR AT T TPR] H
3T & &1 3P TEarsT Nt @I N 37H ZAdNCHE THIUT PN B FIH
el 6T &1 3=A¥C SBIT HTTH TSAIgoRT ol & JN Faar adar &/ &7 34
AT & HAEIH & 3101 Tistere T Bral=adel axTe H Ht 3T a2 38 8/
EFH JE YIST [BRCIEI FNaT & in comparison with any other lending
institution. Rt [39TE # 15T HRT TRPR & 5 H BIIFH Tel B 8, 3HH
Relde Tget T &HRT Had 3T St Fr9 &, dg Jg & [ 500 aRIg ¥92 &l
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EART 3= Plcere g g &/ It is sufficient to take care of the salary.
EAR folda 8t sefeerorde TaauaT 8, &7 3T 31T 38 &V ded H TEH
g1 ot deiar & ag gHRT dmea Fr & dmmed TN FT & rsfImdlsT
P &/ 39 [FT §AR U7 & THH & Glsold @l & GidH # (BAISS a7
379t G291 @ Fer Y Relde 1ol 3R @1l e FVIeTe ar & 3rdfegaear
# adr @

BIBARITT WHIHT HGA & &&id gHesar H &aTHT 150 FIZ 394 &l
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7.11 When asked by the Committee to provide the status of funds infused by Gol in IFCI

and dividend earned thereof by Gol, the following was submitted to the Committee:

Dividend Earned by Gol from IFCI (In XCrore)

FY Equity Shares | Pref. Shares
2012-13 92.30 -

2013-14 92.30 -

2014-15 138.45 -

2015-16 92.30 0.06
2016-17 - 0.06
2017-18 - 0.06
2018-19 - 0.02

Total 415.35 0.20

Total Gol’s support in the form of equity to IFCI till date is 2,023 cr (3923 cr was converted
from loan to equity plus %1,100 crore additional equity provided from FY 2017-18 to FY 2022-
23) against which ¥415.35 cr of dividend has been received.
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CHAPTER-8
MANPOWER

8.1 Regarding the manpower of the Company it is submitted that the manpower strength
of IFCI has varied as per the requirements of the organization and also other contributing
factors from time to time. For the past 13 years, the current employee strength of 117 regular
employees is lowest. IFCI has been trying to engage more closely with specialized and
professionally competent employees in order to retain them. Such employees are being
exposed to challenging assignments wherein they also see their own growth of knowledge
and skills. IFCI has set up cross functional Working Groups to address identified issues
requiring multidimensional examination, which have broadened the perspectives of
employees.

8.2 There were 174 regular employees as on December 31, 2021 and the figure has
further come down to 158 regular employees as on September 30, 2022. When asked about
the reasons it was informed that Manpower strength of regular employees has been coming
down in IFCI for various reasons. Since April 2020, the attrition has happened by way of the
following:

Manpower Separation FY 2020-21, FY 2021-22 & FY 2022-23 (up to 30/09/2022)

Sl. No. Mode of Separation Number
1 Superannuation 28

2 Voluntary Retirements 7

3 Resignations 25

4 Deaths 3

8.3  When Committee enquired, whether IFCI Ltd’s personnel fully skilled to deal with the
lending and recoveries and if any training been imparted to the employees to enhance the
skill for the same. IFCI, in this context submitted the following information to the Committee:

“Credit related business has been mainstay of IFCI functioning for most
of its history and IFCI has the skilled manpower for lending and recovery
domains. Employees are also exposed to various trainings to enhance
skill sets from the same. Indicators of training conducted during the past
5 years are as under:
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Details of Training Imparted to Employees

Sr. No. Financial Year No. of Programs | Nominations Man-hours
1 2017-18 69 377 6140
2 2018-19 72 414 5488
3 2019-20 75 654 5110
4 2020-21* 40 255 2235
5 2021-22* 24 137 1079
2022-23 (upto
6 30/09/2022) 17 111 1520
*COVID years

It was further stated that, due to weak financials of IFCI, recruitment for
regular post has not taken place in IFCI since 2016. However, IFCI is
formulating its revival plan and once the future road map is clear, IFCI will
take necessary steps to fill skill gaps by way of recruitments.”

8.4  IFCI has submitted the following with regard to scientific deployment of manpower for
recovery of the NPAs to the Committee:

“Regular review of manpower deployment is undertaken and employees
with expertise and experience in their respective fields, including on
matters pertaining to recovery of unresolved and chronic NPA cases, are
deployed after due consideration.

As IFCI has not sanctioned any new facility for the past 3 years, the
experienced professionals of Credit team have also been deployed in as
part of the recovery team. All the team members have minimum 5-6 years
of experience of working in Credit Functions and are well versed with
various recovery tools available to the lenders.

Further, Officers from the legal function have also been posted in the core
monitoring & recovery team to have a Composite Department with
diverse skills and knowledge set. Credit and Legal acumen are being
utilized to maximize recovery. This is also reflected in recovery of more
than 1,381 crore in FY 2021-22.”

8.5  While dealing with NPA issues and recovery status w.r.t. to 44 NPA accounts which
may also include status of staff accountability in these cases the committee desired to know
regarding disciplinary proceedings which have been initiated against IFCI employees and

the current status of disciplinary proceedings at IFCI. In their written reply, DFS submitted

as below:

“It is submitted that 44 accounts as mentioned in query no 13 pertains to Sugar
Development Fund (SDF). IFCI is a Nodal Agency for the Ministry of Consumer
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Affairs, Food and Public Distribution for the Sugar Development Fund (SDF).
Funds are disbursed directly by the Ministry and the exposure is not on the books
of IFCI. There is no concept of NPA classification in SDF. All these accounts are
at various stages of litigation across DRTs and recovery is subject to receiving

favorable orders in these cases.

Further, in respect of IFCI, it is mentioned that with Government of India becoming
major shareholder in IFCI, Staff Accountability Policy was formulated in the year
2014 which has been amended from time to time. After the Staff Accountability
policy was put in place, staff accountability was examined in 163 non-performing
accounts. In 4 loan accounts, irregularities/lapses were attributed to the staff. In 3
such accounts, major penalty was imposed in respect of 6 officers, out of which 1
officer was removed from service. Major penalty was also imposed on 1 more

officer as a result of Staff Accountability exercise.”

8.6 Inregard to improve the appraisal expertise of employees, the Company submitted
that the focus of IFCI’s business model has been shifting towards Advisory Services in last
few years. However, in order to keep officers abreast with best practices, several trainings
have been organized in relevant business areas of Financial Modelling, Advanced Valuation

Technique, Asset-Liability Management, Liquidity Risk Management, etc.
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PART-II

OBSERVATIONS/RECOMMENDATIONS OF THE COMMITTEE
OVERVIEW

1. The Committee note that as the first independent development financial

institution in India, IFCI Limited was founded in 1948 as a Statutory Corporation ("The

Industrial Finance Corporation of India") with the purpose of providing medium- and

long-term financing to industry. Further, after the repeal of IFCI Act in 1993, IFCI

registered as a public limited company under the Companies Act of 1956. IFCI is a

government company since 2015, with the Indian government owning 72.57% of the

company's paid-up capital (1,95,52,77,096). The Committee further note that IFCI is

also registered with the Reserve Bank of India (RBI) as a Systemically Important Non-

Deposit Taking Non-Banking Finance Company (NBFC-ND-SI). The Committee

understand that non-banking finance sector has played a crucial role in development

of our Country since independence and has the potential of contributing towards the

future as well. However, to realize this potential, it is important to provide the sector

a conducive environment for growth. IFCI being a government owned NBFC has an

even more critical role in shaping the future of the Country.

2. The Committee observe that since inception in 1948 as first Development Financial
Institution to till date, IFCI has disbursed loans of ¥1,05,466 crore. IFCl has contributed
significantly to industrial and infrastructure financing in the Country and in
developing institutional framework by co-promoting various institutions such as
National Stock Exchange of India Limited, ICRA, StockHolding Corporation of India
Limited, Assets Care & Reconstruction Enterprise Limited, Tourism Finance
Corporation of India Limited, Management Development Institute etc. The Committee
note that since 1984, IFCI has served as the Nodal Agency for overseeing loans for
Sugar Development Fund (SDF) projects involving modernisation, expansion,
cogeneration of electricity, and private sector ethanol and alcohol production creating
20 lakh jobs and supporting the livelihood of 1 crore farmers and employees of related
companies. The Committee observe that as part of the Modified Special Incentive
Package Scheme (M-SIPS) of the Ministry of Electronics & IT (MeitY), Government of
India, Government has designated IFCI to serve as the Verification Agencyto

encourage large-scale production in the field of electronics system design and
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manufacturing (ESDM). The Committee further note that approximately 0.42% of NBFC
sector and 0.48% of NBFC-ND-SI sector, borrowings are held by IFCI. The proportion
of IFCl in the overall loans and advances made by the NBFC sector and the NBFC-ND-
Sl sectoris around 0.16% and 0.19, respectively. Along with that, the IFCl are presently
managing more than 73% of PLI schemes awarded by GOI (11 out of 15) in addition to
various capex schemes and are also actively participating in GOl schemes which are
in pipeline. Currently IFCI is facing liquidity challenges. Therefore fresh lending has
been stopped since FY 2020-21. At present, IFCI’s operational income is sufficient in
relation to its non-interest operating expenses, but needs support to meet scheduled
liability repayments. The Committee are well aware that there are many big private
lenders in the market and they are doing very well. The Committee also observe the
following Challenges and Opportunities of IFCI

Challenges

1. Honouring scheduled liabilitity payments to the tune of Rs 6,621
Cr (as on 31.12.2022) through a combination of operational cash
flows/asset monetization/NPA recovery

2. Retaining human resources and deploying them in profitbale
revenue streams

3. Managing of extant legal/operational issues while traversing the
way forward

4. Restructuring the group to leverage significant synergies and exit
from unrelated / non profitable ventures

Opportunities

1. Forray into advisory role across multiple sectors has enabled IFCI
to retain its connect with industry and concurrently leverage its
appraisal skill set to benefit the industry.

2. While current revenue stream from advisory and rental is able to
sustain the non-interest operational expenses of IFCI, there is a
significant opportunity in terms of enhancing revenues by scaling
up advisory business thereby minimising reliance on rental income
and contributing to liability repayment.

3. Possible corporate restructuring may allow IFCI to leverage
synergies across the group and emerge as a lean organisation with
higher per capita employee contribution to the bottom line.
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In view of the above, the Committee appreciate the fact that the Company realising
its worth, and in view of strong competition has shifted their focus towards advisory
services, especially advisory to the Government of India. In view of the said
information the Committee can safely conclude that IFCI continues to be a prominent
and esteemed player in fields such as technical financial appraisals and project
monitoring in numerous important government programmes, despite the fact that it is
not currently disbursing new loans. These programmes are essential for increasing
the nation's manufacturing capacity and producing new jobs in emerging industries.
Additionally, IFCI, through its subsidiaries, is instrumental in e-stamping, depository
participation, custodian services, central record keeping, and encouraging
entrepreneurship among underserved groups of the population. In the present report,
the Committee have touched upon many important issues and have given their
observations/recommendations and hope that these will be implemented in right
perspective by the IFCI so as to improve the functioning and performance of the
Company. The Committee hope that observations/ recommendations given by them
in this Report will be implemented in right spirit.

SANCTION & DISBURSEMENTS OF LOANS
3. Lending Practices and Strateqy

The Committee observe that IFCI’s lending process and portfolio management are
governed by its General Lending Policy (GLP) guidelines which are being, updated
regularly with the approval of Risk Management Committee and Board's approval.
Despite this, the company has faced substantial losses, with many loans turning into
NPAs to the tune of Rs,6515 from the year 2011-12 to 2021-22. During FY 2020-21, IFCI
adopted a cautious approach and refrained from sanctioning new loans due to
macroeconomic conditions and regulatory constraints. The Reserve Bank of India’s
“Scale-Based Regulation” framework further restricts IFCI from granting new loans
or investments due to its negative Net Owned Funds (NOF). The Committee also note
IFCI’'s substantial exposure to large corporate groups such as Reliance ADAG,
Jaiprakash, Videocon, Amtek, Alok, IL&FS, Essel, and IVRCL, were severely affected
by the RBI's Asset Quality Review (AQR) in 2015. These exposures significantly

contributed to IFCI’s rising NPAs, underscoring the inadequacies in its credit risk
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assessment during that period. In view of this Committee recommend that IFCI should
continue to suspend lending during its restructuring phases. The Committee further
desire that the Company must prioritize the followings to prevent similar losses in the
future:

(1) overhauling its credit appraisal and monitoring frameworks,

(i) enhanced due diligence processes,

(i)  stricter exposure limits, and

(iv) Institution of robust stress-testing mechanisms

Additionally, in future IFCI should diversify its portfolio and focus on lending to

only resilient sectors with lower default risks. The Company should also adopt a

cautious approach toward lending to large corporate groups, ensuring such

exposures are backed by robust guarantees and securities.

4. Regional Distribution of Loans

The Committee note a highly skewed regional pattern in IFCI’s loan disbursements.
Maharashtra and Delhi alone accounted for approximately 65% of total
disbursements, while states like Uttar Pradesh, Bihar, Chhattisgarh, Madhya Pradesh,
and Andhra Pradesh received less than 0.5% each.The Committee after analysing the
regional pattern of distribution observe that loans were disbursed to the following
States in the decreasing orderas : Maharashtra (33.54%); Delhi(31.02%);
Telangana(9.96%); Tamil Nadu (7.17%); Karnataka(6.68%); West Bengal(6.20%);
Gujarat(3.32%); Rajasthan(.5%); Uttar Pradesh (.48%); Chandigarh(.42%); Madhya
Pradesh(.34%); Orissa(.23%); Kerala(.11%); Chhattisgarh  (.06%); Andhra
Pradesh(.03%) and Bihar (.03%). Maharashtra and Delhi combined got around 65% of
total loans disbursed by the Company amounting to Rs. 28,315 crores since 2011-12
and the States such as Uttar Pradesh, Andhra Pardesh, Bihar, Chhattisgarh, Madhya
Pradesh etc. all received less than 50% percent of total loan disbursements. This
regional disparity contradicts the principles of equitable financial development and
inclusion. The Committee strongly recommends that IFCI adopt a more balanced
approach to regional loan distribution upon resuming its lending operations. The
Committee further advise thatefforts should be made to channel resources toward

underserved states by promoting targeted schemes, identifying viable projects, and
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collaborating with local enterprises. Establishing regional offices in low-access areas
and designing incentives for projects in these regions would ensure that IFCI’s

operations contribute to inclusive national development.

5. Sectoral Analysis of Loan Disbursements

The Committee observea sectoral concentration in IFCI's loan disbursements. IFCI
has disbursed loans amounting to ¥11,515.65 crore to projects in various sectors,
majorly Infrastructure (49.27%), Manufacturing (15.42%) and Real Estate (13.85%) etc,
other sectors included Retail, NBFC, EPC Construction etc. Manufacturing accounted
for over a quarter of the total loans disbursed since 2011-12, followed by energy
infrastructure and real estate. Conversely, critical sectors such as Social &
Commercial Infrastructure, Communication Infrastructure, Retail & Trading, and
Mining & Explorations received less than 2% of total disbursements combined,
amounting to ¥2,588 crores. Furthermore, IFCI’s exposure to large corporate groups
in the manufacturing sector was adversely impacted by the RBI's Asset Quality
Review (AQR) in 2015, leading to significant credit losses. Despite this, manufacturing
loans have remained resilient compared to other sectors. The Committee recommend
that once IFCI resumes lending, it should prioritize sectoral diversification. Greater
attention must be given to underfunded but high-potential sectors such as
Communication Infrastructure, Retail, and Social Infrastructure, which align with the

principles of financial inclusion and long-term economic development.

NON PERFORMING ASSETS (NPAs) AND THEIR RECOVERY
6. The Committee observe that during the past decade, IFCl sanctioned and disbursed

loans totalling 40,199 crore, of which ¥13,188 crore (32.8% of total disbursements)
were downgraded to non-performing account (NPA) status. IFCI managed to recover
¥4,338 crore from such NPAs, but as of March 31, 2022, the Gross NPAs still stand at
¥6,515 crore, reflecting a significant burden on the company's financial health. The
Committee note that IFCI’s NPA ratio has increased significantly from 11.4% in FY
2011-12 to 90.67% as of FY 2021-22, reflecting a sharp deterioration over the past
decade. This is also to be seen in the context of the banking sector, which witnessed

a decline in Non-Performing Assets (NPAs) in the last decade. This increase is
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attributed to its inability to disburse fresh loans and the necessity to sell standard
assets alongside NPA recovery efforts to maintain liquidity. Additionally, IFCI’s
interest income is negative, with annual interest payments on borrowings amounting
to ¥600 crore. This has resulted in a vicious cycle, with IFClI holding only 10%
conventional assets while over 90% of its portfolio is comprised of non-performing
loans. Despite these challenges, the Committee note that IFCI has been proactive in
maintaining consistent debt repayments. By leveraging cash generated from NPA
recoveries and prepayments of standard assets, IFCI collected ¥725.46 crore in FY
2020-21 through recoveries from NPAs and Security Receipts (SRs). Furthermore,
IFCI repaid ¥3,151.74 crore in rupee-denominated debt and ¥32.4 crore in foreign-
currency debt without any delays or defaults. The Committee appreciate IFCI's diligent
efforts in securing projects that are expected to generate approximately ¥312 crore in
fee-based income from advisory services over the next 6 to 8 years. These
achievements underscore IFCI's potential for revenue diversification and resilience in
difficult financial circumstances. To strengthen IFCI’s recovery strategies and
improve financial performance, the Committee recommendseveral measures aimed at
addressing the challenges posed by high levels of NPAs and optimizing the recovery
process. Firstly, IFCI should conduct comprehensive and periodic analyses of NPAs.
These analyses must focus on identifying trends, underlying causes, and emerging
patterns. Secondly, the Committee emphasize the importance of risk segmentation.
IFCI should classify NPAs based on factors such as severity, recovery potential, and
prevailing industry trends. By segmenting NPAs, the Company can prioritize recovery
efforts for accounts with high financial recovery potential or significant portfolio
impact, ensuring resources are allocated effectively. Thirdly, the Committee
emphasize the need to strengthen legal frameworks, mechanisms like the NCLT and
SARFAESI Act play a critical role in recovering NPAs. IFCI should enhance its legal
capabilities by investing in a robust legal team, expediting case closures, and
coordinating effectively with external legal experts. Additionally, IFCI should focus on
expanding its asset base through synergies with external investors. Lastly, the
Committee recommend biannual reporting of IFCI’'s NPA status. These updates
should provide a comprehensive overview of recovery progress, legal resolutions,

and strategic adjustments in NPA management.
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REVIVAL STRATEGIES
7. Eresh Lending Ceased Since FY 2020-21
The Committee observe that IFCI, due to significant asset-liability mismatch (ALM)

issues, ceased its fresh lending operations starting from FY 2020-21. Committee
understand that the cessation of fresh lending was a necessary step to address the
severe ALM issues. However, this has halted the company’s ability to generate new
income from lending, thereby exacerbating its financial strain. The Committee
notethat this decision has limited IFCI’s operational flexibility and future growth
prospects. The Committee suggestthat, while the pause in lending was necessary for
financial stability, IFCI should now focus on restructuring its ALM and exploring
alternative sources of revenue. This could include expanding its advisory services,
leveraging existing infrastructure, and enhancing the effectiveness of its project
financing capabilities. The Committee also emphasize that IFCI should continue

assessing the feasibility of resuming lending once its financial position stabilizes.

8. Leveraging Project Appraisal Expertise

The Committee note that IFCI has been acting as the Project Monitoring Agency
(PMA) for 11 of the 15 awarded Performance Linked Incentive (PLI) schemes, and as
the Verification Agency for the Modified Special Incentive Package Scheme (M-SIPS).
These roles highlight IFCI’s deep expertise in project financing and monitoring. The
Committee believe that Company’s experience in evaluating projects under
Government schemes positions it as a valuable player in national development
projects, even if its core lending function has been paused. The Committee commend
IFCI for its proactive approach in diversifying its activities and leveraging its
strengths. The Committee recommend that IFCI continue to strengthen its position as
a PMA and verification agency and explore additional government schemes where its
expertise can be applied. Additionally, IFCI should increase collaboration with other
government and private sector entities to expand its advisory role, ensuring a broader
portfolio of projects and enhancing fee-based income.

9. Techno-Financial Appraisal for India Semiconductor Mission (ISM)
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The Committee note that IFCI has been appointed to perform techno-financial
appraisals and due diligence for three critical schemes under the India Semiconductor
Mission (ISM), including setting up semiconductor fabs, display fabs, and ATMP
facilities. The India Semiconductor Mission is a strategic initiative aimed at
strengthening India's capabilities in semiconductor manufacturing, which is vital for
the nation’s technology and electronics sectors. The Committee recommend that IFCI
expand its role in such national initiatives by proactively identifying additional
strategic sectors where it can provide techno-financial support. These efforts align
with the government’s development agenda and offer opportunities for IFCI to
enhance its financial position through service fees and advisory roles. The
Committeewould also suggest that IFCI explore partnerships with global players in
these sectors to maximize its expertise and resources.

10. Role as Nodal Agency for Sugar Development Fund (SDF)

The Committee note thatsince 1984, IFCI has been the Nodal Agency for monitoring
loans under the Sugar Development Fund (SDF), which supports modernization, co-
generation, and ethanol production, creating 20 lakh jobs and supporting 1 crore
farmers and workers. The Committee observe that IFCI’s long-standing role in the SDF
underscores its deep expertise in managing sector-specific development funds,
contributing significantly to rural employment and economic stability. While
recognizing IFCI’s substantial contribution to national development through the SDF
program, the Committee recommend that IFCI continue to focus on managing such
funds while exploring ways to expand its involvement in other industry-specific funds.
Additionally, IFCI should consider for establishing dedicated units for managing
sectoral funds to improve operational efficiency and attract more business from

government and private sectors.
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11. Financial Decline — Negative Net Owned Fund (NOF)

The Committee observe that IFCI’s Net Owned Fund (NOF) has drastically declined
from ¥2,623.43 crore in FY 2017 to a negative ¥2,874.66 crore as of FY 2022. This
significant decline has resulted in IFCI being ineligible to operate as a Non-Banking
Financial Company (NBFC) under Section 45-1A of the RBI Act, 1934. Moreover, IFCl's
loan portfolio has also shrunk from ¥14,530 crore in FY 2013 to ¥7,339.90 crore in FY
2022, reflecting its inability to sanction new loans since FY 2019-20, further
compounded by the growing NPAs, which stood at 6,515 crore as of FY 2022.The

sharp decline in IFCI’'s NOF, coupled with its growing NPAs and shrinking loan
portfolio, signals a deepening financial crisis that is restricting the company’s ability
to maintain solvency. While the loss of regulatory eligibility to operate as an NBFC
has severely impacted IFCI's core lending operations, the Committee acknowledge
that IFCI's role as an NBFC has historically been vital to its capacity to raise funds,
access capital markets, and contribute to national development projects. The
Company’s expertise in project financing, advisory services, and government scheme
implementation remains significant, even amid its financial challenges. The
Committee recommend that the Government should reassess the feasibility of
maintaining IFCI’s NBFC status, even with the current negative NOF, due to its
strategic importance and the potential benefits it offers to the broader financial
ecosystem. IFCI’s long-standing role in providing financial services, including project
financing and government scheme support, is crucial to its ability to attract funding
from various sources, including bond markets, institutional investors, and
development finance initiatives. Maintaining NBFC status will allow the Company to
continue accessing these funding avenues and support the government’s
development agenda. By retaining its NBFC status, IFCI can ensure its presence an
integral part of the government’s development initiatives.

Finally, the Committee believe that IFCI should retain its NBFC status, despite the
current challenges posed by the negative Net Owned Funds (NOF). The Company’s
long-standing role as an NBFC provides it with essential access to capital markets
and funding channels that are critical to sustaining its operations and supporting
national growth initiatives. The Committee would again recommend that the Ministry

work with IFCI to explore avenues for restoring the company’s NOF and regulatory
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compliance, while maintaining its NBFC status, so that it can continue playing a key
role in the country’s financial ecosystem.The Committee expect to be informed of the
actions taken in response to these recommendations and look forward to the
implementation of a strategic framework that ensures IFCl’s long-term viability and
continued contribution to India’s development.

12. Exploring Government Support for Revival

The Committee have been informed that the Government has already provided
substantial capital support to IFCI, with an emphasis on evaluating further options for
revival. Additionally, a consultant has been hired to explore possible strategies for
IFCI’s revival. The government is involved in actively reviewing these options and is
looking into ways to continue supporting the company’s recovery. Over the years,
government capital infusion has been necessary to maintain the company’s solvency,
especially given its significant challenges related to Non-Performing Assets (NPAS)
and a declining loan portfolio. As mentioned above, IFCI's Net Owned Fund (NOF)
stands at negative ¥2,874.66 crore, down from %2,623.43 crore in FY 2017.
Furthermore, IFCI's loan portfolio has shrunk significantly, from ¥14,530 crore in FY
2013 to ¥7,339.90 crore as of March 31, 2022, reflecting the company’s inability to
sanction new loans due to poor financial health. The Gross NPAs as of March 31, 2022,
stand at 6,515 crore, with ¥13,188 crore (32.8%) of total disbursed loans having been
downgraded to NPA status. While Government support has been crucial for IFCI’s
survival, there is a pressing need to assess the long-term sustainability of such
support. The reliance on continuous capital infusion, without clear strategies for
improving IFCI's financial health, could result in a recurring dependency on
government funding. This reliance could undermine the company's ability to recover
autonomously, making it vulnerable to financial instability in the future. The interest
expenses on borrowings have been around ¥600 crore annually, which exacerbates
the company’s financial pressure, as it struggles to generate enough income to cover
its liabilities. This cycle of borrowing to pay off interest creates a challenging financial
environment for IFCI, hindering its ability to resume lending activities and limiting its
potential for growth. The Committee recommend that any future Government support
be conditional on IFCI demonstrating a clear and sustainable financial recovery plan.

This plan should include strategies for improving revenue streams, such as
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expanding its advisory and consultancy roles in Government schemes, which can
generate fee-based income. The Company should also focus on monetizing non-core
assets to improve liquidity. The funds raised from asset monetization can be used to
repay outstanding liabilities and improve IFCI’s capital base, which currently suffers
from its negative Net Owned Funds. Furthermore, the Committee suggestthat IFCI
explore strategic partnerships with private investors and financial institutions to
diversify its sources of capital, ensuring that the Company is not solely reliant on
government support. The Government’s capital infusion should be part of a broader,
long-term strategy for stabilizing and revitalizing the company, with clear milestones
for financial health improvement.

13. Stakeholder Protection in Disinvestment

The Committee observe that the disinvestment or sale of IFCl will directly or indirectly
impact the interests of 5.5 lakh public shareholders, 92,000 retail bondholders, and
1,400 provident, gratuity, retirement, and pension funds invested in IFCI.
Given the large number of stakeholders involved, the disinvestment process must be
carried out transparently and equitably to ensure no investor suffers financial loss.
The Committee highlight the importance of protecting the interests of retail investors
and public shareholders, who may be disproportionately impacted by the sale. The
Committee recommend that any disinvestment or sale of IFCI be conducted with a
transparent, well-documented process that ensures fair value for all stakeholders. The
valuation process should account for both the company’s financial health and its
strategic role in national development. Furthermore, the Government should ensure
that safeguards are in place to protect small investors and prevent any unfair loss of
investment.

ROLE OF IFCI AND ITS SUBSIDIARIES

14. The Committee observe that IFCI and its 13 subsidiaries/step-down

subsidiaries serve a broad range of sectors and play a significant role in various
financial and developmental functions. Stock Holding Corporation of India Limited
(SHCIL), for example, is a leader in the custodial services sector, holding the position
of the country’s premier custodian in terms of assets under custody. SHCIL also
serves as a Central Record Keeping Agency (CRKA) for the collection of stamp duty,

e-court fees, and e-registration across various states and union territories. The
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company has shown consistent growth in net worth and has a strong presence in the
custodian and stock broking businesses, providing critical infrastructure for the
financial sector. The Committee recognize SHCIL’s robust position, and recommends
that IFCI continue to support and expand SHCIL’s operations, ensuring it remains a
key player in the custodial services market.

15. IFCI Infrastructure Development Ltd. (IIDL) has also demonstrated steady net
worth growth over the years, with a profit of ¥8.32 crore in FY 2021-22. IIDL’s
involvement in real estate and infrastructure projects further highlights its potential
for revenue generation, which is crucial in the ongoing economic recovery. The
Committee suggest that IFCI should continue to capitalize on IIDL's growth prospects
by expanding its footprint in the infrastructure sector, especially in emerging urban
development projects. Another important subsidiary, IFCI Venture Capital Funds Ltd.
(IVCF), manages specialized funds like the Venture Capital Fund for Scheduled Castes
(VCF-SC) and Venture Capital Fund for Backward Classes (VCF-BC), aiming to
promote entrepreneurship among deprived segments of society. While IVCF’s net
worth has remained consistent, its role in promoting entrepreneurship through
concessional finance is ofimmense social value. The Committee recommend that IFCI
should continue to support IVCF’s initiatives, ensuring it is adequately capitalized to
maintain its focus on funding startups and small businesses in underserved
communities.

16. IFCI Financial Services Ltd. (IFIN) provides a wide range of financial products
and services. Although its performance has been mixed, it is planning to consolidate
its businesses with SHCIL. The Committee believe that the consolidation of IFIN and
SHCIL's businesses should be further evaluated, considering potential synergies and
challenges. If executed effectively, this consolidation could lead to a more
streamlined operation and improved financial performance. The Committee urge IFCI
and the Ministry to conduct a detailed feasibility study of this consolidation,
assessing both the risks and benefits, and to explore how the combined entity can
better serve the financial sector.

17. On the other hand, IFCI Factors Ltd. (IFL) has faced significant challenges,
including negative net worth in recent years. Despite its role in providing factoring

services, it is crucial for IFCI to address the issue of negative net worth and explore
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avenues for recovery. The Committee recommend that IFCIl develop arestructuring or
turnaround plan for IFL, including operational improvements and potential capital
infusion, to restore its financial health. Similarly, Stock Holding Document
Management Services Ltd. (SDMS) has faced substantial financial difficulties,
reflected in its negative reserves and ongoing losses. The Committee believe that
SDMS’s performance needs to be addressed urgently, and it suggests that IFCI
critically assess its viability in the current market conditions. The Committee
recommends that strategies be devised to either revive SDMS or, if necessary,
consider its divestment. Stock Holding Securities IFSC Ltd. (SSIL) has had a positive
net worth but has faced losses in recent years. The Committee advise that IFCI
develop strategies to ensure sustainable growth for SSIL, with a focus on cost
reduction, market diversification, and service innovation. It is crucial to address
operational inefficiencies that may be affecting SSIL’s profitability. MPCON Ltd.
(MPCON) has shown an increase in its net worth and contributes positively to
entrepreneurship development and MSME support, operating in a developmental role.
The Committee support the continued operations of MPCON and recommendsthat
IFCl explore further opportunities for expansion in the MSME and industrial
development sectors, which are vital to India’s economic growth. Other subsidiaries
such as IFIN Securities Finance Ltd., IFIN Credit Ltd., and IFIN Commodities Ltd. have
shown mixed financial performances. While some have faced losses and challenges,
others have continued to operate within the financial services industry. The
Committee recommend a detailed performance review of these subsidiaries and
suggest that IFCI should focus on those with consistent profitability, while critically
evaluating and potentially divesting from those with sustained financial difficulties.

18. In light of the diverse performance outcomes across its subsidiaries, the
Committee strongly recommend that the Ministry focus on strengthening and
expanding the core businesses of subsidiaries that have shown consistent growth
and profitability, such as SHCIL, IIDL, and select subsidiaries of IFIN. For subsidiaries
with negative net worth or losses, such as IFL, SDMS, SSIL, and some IFIN
subsidiaries, IFClI should consider divesting from non-performing or non-core
subsidiaries, provided it is in the best interest of IFCI and its stakeholders. The

proposed consolidation of IFIN and SHCIL should be evaluated carefully to assess
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synergies and challenges that may arise from merging these two entities. IFCI must
ensure that the consolidation process is well-structured and will lead to greater
operational efficiency and improved financial outcomes for the company.
Furthermore, the Committee recommend the establishment of a regular monitoring
and review mechanism for all subsidiaries, in collaboration with the Ministry. This
mechanism should be designed to communicate IFCI’s strategy, goals, and
performance expectations clearly to all subsidiaries, ensuring a unified approach
towards growth and financial stability. Regular reviews will help in assessing the
subsidiaries’ progress and ensuring their financial health in the increasingly
competitive market environment. Finally, the Committee observes that a detailed
review of the operations and strategies of IFCI and its subsidiaries is necessary to
turn around the performance of underperforming entities or consider the
consolidation of the entire IFCI group. The Committee expects that the independent
committee’s report will provide insights into the way forward for IFCI, and it would like
to be informed of the actions taken based on this report at the next stage.

ROLE AND RELEVANCE OF IFCI

19. The Committee acknowledge that IFCI has played a pioneering role in
development financing since its establishment in 1948, as India’s first Development
Financial Institution (DFI). Over the decades, IFCI has not only been instrumental in
direct financing but has also co-promoted key institutions that have significantly
strengthened India’s financial and capital markets, including the National Stock
Exchange of India Limited (NSE), ICRA, and StockHolding Corporation of India
Limited (SHCIL). These institutions have played vital roles in deepening financial
inclusion, improving market efficiency, and enhancing the overall functioning of
India’s financial markets. The Committee appreciate these contributions and
underscores IFCI’s continued importance in shaping India’s financial landscape.
Additionally, the Committee note that IFCI’s extensive experience in project and
corporate finance has positioned the company as a skilled project appraisal agency.
It has effectively utilized this expertise in roles such as acting as a Project Monitoring
Agency for several significant Government schemes, including the Performance
Linked Incentive (PLI) schemes. These schemes aim to bolster manufacturing

capacity, promote job creation, and enhance India’s industrial capabilities in critical
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sectors. The Committee further recognize IFCI’s appointment as a Verification Agency
for claims under the Modified Special Incentive Package Scheme (M-SIPS) and its role
in the India Semiconductor Mission (ISM), which supports the government's focus on
promoting domestic manufacturing and technological advancements. These
responsibilities align well with India’s growth strategy, positioning IFCl as a key
contributor to the country's future development, especially in fostering domestic
capabilities in electronics and IT hardware, medical devices, and other strategic
sectors. The Committee also take note of IFCI’s subsidiaries, such as StockHolding
Corporation of India Limited (SHCIL) and IFCI Venture Capital Funds Limited (IVCF),
which significantly contribute to the digital economy. SHCIL’s services, including e-
stamping, depository participation, and central record-keeping, have facilitated
seamless and efficient financial transactions, enhancing the integrity and
transparency of the financial system. Furthermore, SHCIL’s role in the social sector
through initiatives like managing venture capital funds for Scheduled Castes (VCF-
SC) and Backward Classes (VCF-BC) demonstrates IFCl's commitment to promoting
entrepreneurship and economic empowerment among marginalized sections of
society. These initiatives are vital for fostering inclusive growth and supporting the
government’s agenda of financial inclusion and entrepreneurship development. The
Committee is also well aware of IFCI's involvement in Sugar Development Fund (SDF)
projects and its contributions to job creation and economic growth through schemes
in sectors such as sugar, electronics, IT hardware, medical devices, automobiles, and
textiles. The Committee commendIFCI for its continued efforts to contribute to critical
sectors of the economy, which align with national priorities and have a lasting impact
on job creation and sectoral growth.

20. Despite these contributions, the Committee acknowledge the significant
challenges faced by IFCI. Among the foremost challenges is honoring scheduled
liability payments amid liquidity constraints. While the government’s equity capital
infusion has provided some support, the Committee understands that managing
liquidity and monetizing assets will be critical for IFCI’s survival. Moreover, as IFCI
transitions from a traditional lending institution to an advisory role, the retention and
effective deployment of its skilled professionals will be key to generating profitable

revenue streams that enhance long-term sustainability. The Committee recommend
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that IFCl should explore corporate restructuring to leverage synergies within its group
and address underperforming subsidiaries. This restructuring should focus on
divesting from non-profitable ventures, reducing organizational complexity, and
creating a leaner organization with a stronger bottom line. The Committee suggest
that IFCI prioritize expanding its advisory services, a sector that offers a significant
opportunity for revenue enhancement. Expanding advisory business across multiple
sectors will not only diversify income streams but also reduce reliance on rental
income, thus ensuring that IFCI can meet its liability repayments and sustain its
operations. The Committee also acknowledge that IFCI has already signed a revenue
contract of ¥500 crore with the Government of India. This contract, along with IFCI’s
transformation into an advisory entity, positions the company uniquely within India’s
financial landscape. With its rich history, expertise in project appraisal, and continued
involvement in critical government initiatives, IFCI remains a vital player in shaping
India’s economic and commercial development. By addressing its challenges,
capitalizing on emerging opportunities, and effectively managing its core strengths,
IFCI can continue to play a prominent role in the country’s growth trajectory. In light
of these considerations, the Committee strongly recommend that the Ministry and
IFCI jointly assess and implement a balanced strategy for the company’s long-term
sustainability. This strategy should not rely on ad-hoc solutions but should involve a
comprehensive restructuring of IFCl’s operations and processes. The restructuring
process must be aligned with the recommendations of the independent consultant’s
report and consistent with the Ministry’s policy directions.

MANPOWER

21. The Committee note that the present staff strength of 117 regular employees at

IFCI is the lowest in the last 13 years and manpower strength of regular employees
has been coming down in IFCI for various reasons such as superannuation voluntary
retirements, resignations, deaths etc. The Committee believe that working with limited
human capital is very challenging thus retaining the skilled personnel is of key
importance for the Company. The Committee note that in order to keep skilled and
professional personnel, IFCl have taken many steps such as cross-functional Working
Groups job rotation, job enrichment etc. But at the same time Committee are aware of

the fact that recovery of unresolved and chronic NPA cases, is of utmost importance
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for IFCI, and to achieve this objective, versatile, skilled and professional manpower is
required. The Committee, though have observed that the Company has taken steps
towards retaining skilled manpower but due to its depleting human resources and the
Company’s foray into various new fields it may feel resource crunch. Therefore, the
Committee would like to recommend that to the controlling Ministry and IFCI
management to strengthen recruitment process with robust mechanism and take
appropriate steps to invite required skills to deal with Company’s professional need
in current situation.The Committee has further observed from the reply of the Ministry
that Government of India becoming major shareholder in IFCI, Staff Accountability
Policy was formulated in the year 2014 which has been amended from time to
time. After the Staff Accountability policy was put in place, staff accountability was
examined in 163 non-performing accounts. In 4 loan accounts, irregularities/lapses
were attributed to the staff. In 3 such accounts, major penalty was imposed in respect
of 6 officers, out of which 1 officer was removed from service. Major penalty was also
imposed on 1 more officer as a result of Staff Accountability exercise. The Committee
hope that the policy will strengthen staff/officers accountability towards the Company

and will result into less NPAs and lapses on Company’s part.

New Delhi; BAIJAYANT PANDA
25 March, 2025 Chairperson
04 Chaitra, 1947(S) Committee on Public Undertakings
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Annexure |

Details of Top 20 NPAs
SN | Concern | NPA Date Total Prin OS | Intt | Tot O/s | % share | Recovery after Status Update
Name Ledger O/s in Top 20 A/c
OS as on NPAs downgraded
Date of to NPA till
NPA 30/09/2022

1 PIONEER 31-Mar-18 434.73 434.73 - 434.73 11.08% - Recovery Suit/ OA has been filed
GAS against PGPL and its Guarantors
POWER before DRT, Hyderabad.

LIMITED The Insolvency Petition u/s 7 of
IBC 2016 against M/sPioneer Gas
Power Limited has been filed
before NCLT Hyderabad and the
same is pending admission.
Simultaneously, efforts are being
made on behalf of the lenders’
consortium, to assign the lenders
debt.

2 | VIDEOCO 30-Jun-17 383.50 383.50 | 0.14 383.64 9.78% 3.38 The consortium of lenders of
N Videocon Industries had invited
INDUSTRI fresh expressions of interest for
ESLTD after the insolvency appellate

tribunal rejected the approval of
2,692 crore bid by Twin Star
Technologies.

However, Twin Star had appealed
against NCLAT order that
prompted lenders to restart the
sale of Videocon Industries and its
12 units.

Thereafter, The Supreme Court
stayed the resolution process of
Videocon Industries and its 12
units.

3 | JAIPRAKA 30-Jun-16 534.45 327.19 - 327.19 8.34% 17.96 The debt restructuring is being
SH delayed because of the issues
ASSOCIAT related to certain securities, which
ES is under litigation with YEIDA.
LIMITED SBI has filed an Insolvency

Petition before Allahabad NCLT.
The lenders have also decided to
showcase the debt exposure to
NARCL to elicit some Eol/offer.

3a | JAIPRAKA 31-Mar-19 40.00 40.00 - 40.00 1.02% 1.09
SH
ASSOCIAT
ES
LIMITED
(WCTL)

4 | COASTAL 30-Jun-18 332.44 298.72 - 298.72 7.61% 83.45 The company is admitted to NCLT
ENERGEN to undergo Corporate Insolvency
PRIVATE Resolution Process (CIRP) since
LTD 04/02/2022. There is an interim

stay on the process by NCLAT, but
the moratorium still continues
because of which no further
actions could be initiated by the
lenders.

In addition, the Enforcement
Directorate (ED) had issued a
provisional attachment order in
Apr 2022, against which SBI (on
behalf of all lenders) appealed,
but the Adjudicating Authority
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SN | Concern | NPA Date Total PrinOS | Intt | TotO/s | % share | Recovery after Status Update
Name Ledger O/s in Top 20 A/c
OS as on NPAs downgraded
Date of to NPA till
NPA 30/09/2022

under PMLA, agreed with the ED
order, vide the order
dt.29/09/2022. In view of the
same, the recovery out of this
loan account is now in a limbo.
Further, since IFCI's exposure is in
consortium with common
security, no separate legal actions
are pursued by IFCI, except for
enforcement of the exclusive
security which is at Tuticorin.

5 | SHIGA 30-Jun-18 288.76 237.57 - 237.57 6.05% 138.18 In view of change in management
ENERGY of SEPL, the company has come
PRIVATE forward and submitted a
LIMITED restructuring plan to PFC and IFCI

with a view to actively pursue
upgradation of account so that an
offer of settlement to IFCI may be
given and the facility can by
refinanced. The matter is being
deliberated between IFCI and
SEPL.

6 | SUPERTEC | 30-Jun-18 197.30 186.46 | 0.00 186.46 4.75% 13.67 For RTL -IFCI along with other
H LIMITED lender is making efforts to

monetise the mortgaged
property.

7 | EMCLTD. 30-Sep-18 179.13 176.51 - 176.51 4.50% 6.40 NCLT action initiated against all 3

corporate guarantors.

8 | SREI 31-Mar-21 168.73 168.73 - 168.73 4.30% - Company is undergoing CIRP
INFRASTR under IBC. RFRP has been
UCTURE circulated. Various PRAs have
FINANCE shown interest and undertaking
LIMITED due diligence.

(SIFL)

9 | BARWA 30-Jun-19 166.04 166.04 - 166.04 4.23% 0.12 Lenders are making efforts to
ADDA exercise of right of substitution
EXPRESS
WAY
LIMITED

10 | MADHUCO | 30-Jun-16 165.00 151.50 | 0.10 151.60 3.86% 13.56 The OTS proposal is being
N INFRA examined and shall be put up to
LTD. the Competent Authority for

approval.

11 | JAYPEE 30-Sep-16 230.06 150.00 | 0.12 150.12 3.83% 6.00 Resolved under NCLT, but the
INFRATEC COC approved resolution plan is
H LIMITED yet to be approved by NCLT. The

newly formed National Asset
Reconstruction  Company  Ltd
(NARCL) had extended a binding
offer to the which is being
subjected to the Swiss Challenge
by the lenders.

12 | RELIANCE 31-Mar-18 147.00 147.00 | 0.22 147.22 3.75% 1.61 Resolution plan under CIRP is has
NAVAL been approved by COC and is
AND under consideration before NCLT.
ENGINEER The matter is sub judice.

ING
LIMITED

13 | PAN INDIA | 30-Sep-19 145.00 145.00 - 145.00 3.69% 1.38 Lenders are making efforts to sell
NETWORK the mortgaged property under
LIMITED SARFA&ESI Act.

76




SN

Concern
Name

NPA Date

Total
Ledger
OS as on
Date of
NPA

Prin OS

Intt
O/s

Tot O/s

% share
in Top 20
NPAs

Recovery after
A/c
downgraded
to NPA till
30/09/2022

Status Update

14

SEYA
INDUSTRI
ES
LIMITED

31-Dec-19

141.94

141.94

0.64

142.58

3.63%

0.31

The company was admitted to
NCLT on 03.08.2021. However,
there was a stay from Hon'ble
Supreme Court of India due to
settlement between the company
and Beacon Trusteeship which
had filed application in NCLT and
later SC has directed NCLT to take
up the settlement application.
The lenders are contemplating to
oppose the settlement application
in NCLT.

IFCI has also initiated PIRP
against the personal guarantors
which are at nascent stage.

15

GRAN
ELECTRON
ICS
PRIVATE
LIMITED

30-Jun-18

135.81

135.81

135.81

3.46%

13.14

The company was under
liquidation and its assets have
been auctioned. IFCI being the
sole financial creditor has received
INR 14.79 crore out of liquidation.
Further, another %40 crore is
expected to be received from the
corporate guarantor Videocon
Industries Limited (VIL) in lieu of
the land of VIL which was
mortgaged to secure the loan in
Gran at the time of sanction but
was pooled with all other assets of
VIL during the ongoing CIRP of
VIL.

16

RELIANCE
COMMUNI
CATIONS
LTD

31-Mar-18

200.00

135.00

0.05

135.05

3.44%

CIRP of Reliance Communications
Ltd. (Borrower), Reliance Infratel
Pvt. Ltd. (security provider);
Reliance Telecom Ltd. (security
provider) and Reliance
Communications  Infrastructure
Limited(security provider) is going
on.

The resolution plans UVARC for
RCOM and RTL have been
approved by COC. However, the
plans are yet to be approved by
NCLT and are awaiting resolution
of matter of DOT dues. The
matter is sub judice at NCLAT.
Further, the Resolution Plan for
RITL has been approved by COC
as also by NCLT, but the plan is
yet to be implemented. However,
in an application filed by Doha
Bank, NCLAT has ordered
reconstitution of COC. The
present COC is contemplating
filing appeal before the Supreme
Court of India.

Further, the plan submitted for
RCIL has been approved by COC
and NCLT approval is awaited.
The plan envisages recovery upto
%3.65 crore to IFCI.
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SN | Concern | NPA Date Total PrinOS | Intt | TotO/s | % share | Recovery after Status Update
Name Ledger O/s in Top 20 A/c
OS as on NPAs downgraded
Date of to NPA till
NPA 30/09/2022

17 | UTTAM 30-Jun-18 140.00 126.57 | 0.00 126.58 3.23% 18.40 IFCI has since received an amount
GALVA of Rs 11.66 crore (upfront)
METALLIC alongwith NCDs of 328
S LIMITED crore(which are being serviced

regularly) and FCDs of 312
lakh(Since converted to equity)
under the NCLT approved
resolution plan.

Further, IFCI has initiated
SARFAESI action for selling the
mortgaged property. However,
the proceedings have been stayed
by the Civil Court.

In the meantime, resolution
through settlement with the co-
borrower is being explored.

18 | IVRCL 30-Jun-17 125.00 125.00 | 0.00 125.00 3.19% - IFCI had filed insolvency petition
INDORE before NCLT Hyderabad, which is
GUJARAT yet to be admitted.

TOLLWAY

S LIMITED

19 | IVRCL 31-Mar-16 124.99 124.99 | 0.00 124.99 3.19% 0.00 IFCI has filed its claim in the CIRP
CHENGAP of ICTL, which commenced on
ALLL 20.04.2022 before NCLT,
TOLLWAY Hyderabad.

S LIMITED Since the claim filed by IFCI has
not been admitted by RP, IFCI is
taking appropriate steps before
competent forum for
consideration of its claim as
financial debt in the CIRP of ICTL.
Further, IFCI is also exploring the
assignment route so that the
asset can be timely resolved.

20 | BS 30-Sep-16 121.88 120.65 | 0.12 120.77 3.08% 15.29 At present, BS Limited is under
LIMITED Liquidation and IFCI has filed its

claim before the Liquidator.

IFCI has not relinquished its
security interest to the liquidator.
Resolution through sale of
mortgaged assets under
SARFAESI/ assignment of debt is
being explored simultaneously.

Total for 4,401.76 | 3,922.91| 1.39 | 3,924.3 | 100.00% 533.94

above
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2. At the outset, Hon’ble Chairperson welcomed the Members of the Committee on
Public Undertakings and the representatives of Industrial Finance Corporation of India
Limited (IFCIL) to the sitting of the Committee convened to have a briefing by the
representatives of Industrial Finance Corporation of India Limited (IFCIL) in connection
with its comprehensive examination. Hon’ble Chairperson informed that due to lack of
quorum, the sitting of the Committee will have to be adjourned in terms of Rule 259 (2) of
Rules of Procedure and Conduct of Business in Lok Sabha. The sitting was accordingly
adjourned.

3. The Chairperson thanked the Members present and the Officers of IFCIL and
directed that a sitting on the subject be held soon during the forthcoming session of

Parliament.

The Committee then adjourned.

*kkkkkkkk
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Additional Secretary
Director
Additional Director
Deputy Secretary

PONE

2. At the outset, the Hon’ble Chairperson welcomed the Members to the sitting of the
Committee convened for consideration and adoption of the three draft Action Taken
Reports and to have briefing on the subject ‘Industrial Finance Corporation of India (IFCI)
Limited’ in connection with its comprehensive examination. The three draft action taken

reports pertained to:-

(0 Action Taken by the Government on the Observations/Recommendations of
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the Committee contained in the Fourth Report of the Committee on Public
Undertakings (17th Lok Sabha) on Hindustan Antibiotics Limited.

(i) Action Taken by the Government on the Observations/Recommendations of
the Committee contained in the Fifth Report of the Committee on Public
Undertakings (17th Lok Sabha) on NBCC (India) Limited.

(i)  Action Taken by the Government on the Observations/Recommendations of
the Committee contained in the Ninth Report of the Committee on Public
Undertakings (17th Lok Sabha) titled ‘Loss due to Imprudent underwriting
and lack of proper risk assessment (based on para no. 3.2 of C&AG Report
no. 13 of 2019) related to on New India Assurance Company Limited
(NIACL).

3. The Committee considered these draft action taken reports and adopted it without any
changes/ madifications. The Committee thereafter authorized the Chairperson to finalize
the report on the basis of factual verification by the concerned Ministry/Department and

consider for presenting the reports to Parliament in the coming session.

4. The Committee Secretariat then made a Power-point Presentation on the major

issues related to the agenda of the sitting.

(The representatives of IFCI Limited were then called in)

5. The Hon'ble Chairperson welcomed the representatives of the 'Industrial Finance
Corporation (IFCI) Limited' to the sitting convened to take evidence of the representatives
of 'Industrial Finance Corporation (IFCI) Limited’ and drew their attention to Direction 55(1)
of the 'Directions by the Speaker' regarding confidentiality of evidence tendered before the

Parliamentary Committees.

6. In his welcome remarks the Chairperson sought information on various issues
pertaining to the Company which viz. sectors where long term loans have been disbursed
and amount recovered against it, returns on investment made by the company, number of
vacancy in Board of Directors, reasons for consistent losses to the company, CSR
endeavors and initiatives undertaken for utilization of unspent amount and reasons for

small IFCI’s share in total borrowings and advances of NBFC sector, etc.

7. Thereafter, the representatives of IFCIL made a power point presentation about history
and performance of the Company since its inception and briefed about the share of

Government of India which is 63.8 % at present alongwith Rs.100 crores given in the
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current year. Other major issues which were discussed inter-alia included revival plan of
the company, promotion of institutions like MDI, Housing Financial Agencies, IDFC, NSE,
Tourism Finance Corporation etc., company’s physical and financial performance, major
sectors like thermal, hydro solar where loans were disbursed, issues related to NPAs and
capital inadequacy, negative interest income, issues related to liquidity and possibilities of
insolvency and manpower in the company.

8.  After the Presentation, Members raised various issues related to the Company which
inter-alia included role of the company in sugar development fund, details of PLA scheme,
reasons for NPA in manufacturing sector, performance of the subsidiaries, reasons for
their continuous loss, NPA recoveries made so far, diversification of business by the
company, strategy for revival and future road map of the Company. Members also raised
concerns about performance and reasons for having thirteen subsidiaries when IFCI’s
financial performance is not so good, Profit/Loss earned by the IFCI limited through these
subsidiaries, consistency in manpower strength if company is in continuous loss,
information on any legal process started for loan recoveries against big companies and at
its status, asset monetization issues and total investment made by the company in real
estate.

9. The representatives of IFCIL clarified the issues on which information was readily
available with them. In respect of points for which information was not readily available;
the Chairperson directed that written replies may be furnished to the Committee within
15 days.

The Committee then adjourned.
(A verbatim record of the proceedings has been kept separately.)
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2. At the outset, Hon’ble Chairperson welcomed the Members of the Committee at
the sitting convened to have briefing by the representatives of “Industrial Finance
Corporation of India Limited (IFCIL)” in connection with its comprehensive examination.
Hon’ble Chairperson observed that seven Members were required to fulfil the requirement
of Quorum in the sitting. As six Members were already present at the sitting and eight
Members had confirmed to attend the sitting, he directed the Committee Secretariat to
make the power point presentation explaining important issues related to the examination

of the subject.

3. Hon’ble Chairperson, while expressing his concern and taking into consideration
the preparation done by the representatives of IFCIL, decided to hear the officers of IFCIL
and present their views on the subject, in anticipation of more Members joining later
during the course of discussion.

4. Hon'ble Chairperson welcomed the representatives of the IFCIL to the sitting
convened for briefing on the subject ‘Industrial Finance Corporation of India Limited' in
connection with its comprehensive examination. The attention of the officials were drawn
to Direction 55(1) of the 'Directions by the Speaker' regarding maintaining confidentiality

of evidence tendered before the Parliamentary Committees.

5. Continuing, Hon’ble Chairperson, in his Introductory Remarks emphasized on
important aspects of IFCIL and inter-alia sought to be apprised on (i) huge losses in recent
years reflecting serious issues in recovery of loans and dispersed funds turning into bad
loans and NPAs; (ii) four posts of Independent Directors lying vacant for more than 5
years; (iii) NSE and BSE levying fines on IFCIL for non-compliance of SEBI Regulations;
(iv) absence of adequate number of Board Members to hold required Committee meetings
of Audit Committee, Remuneration Committee, etc.; (v) strategic business plan in next
3-4 years and support required by IFCIL from the Government of India to come out of
losses. Thereafter, Members also sought explanation on other issues pertaining to the

subject.
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6. The representatives of the IFCIL made a short Power Point Presentation while

addressing the issues raised by the Chairperson and Members of the Committee.

7. During the course of the discussion, Hon’ble Chairperson observed that the required
quorum to continue the meeting could not be met. As such, he decided to adjourn the
meeting of the Committee with IFCIL to a future date and time. He also directed the officers

to furnish written replies to the queries/issues raised by the Members within 10 days.

The Committee adjourned due to lack of Quorum.

(A verbatim copy of the proceedings has been kept on record.)
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APPENDIX IV
COMMITTEE ON PUBLIC UNDERTAKINGS
(2022-23)
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2. The Chairperson welcomed the Members of the Committee at the sitting convened
to take evidence of the representatives of the Industrial Finance Corporation of India (IFCI)
Limited and brief the agenda of the meeting which also included a Power Point Presentation
by the Committee Secretariat before the witnesses were called in.

[The representatives of IFCI Ltd. were, then, called in]

3. The Chairperson welcomed the representatives of the Industrial Finance Corporation
of India (IFCI) Limited at the sitting and drew their attention to Direction 55(1) of the 'Directions
by the Speaker' regarding confidentiality of evidence before the Parliamentary Committee.
The Chairperson recalled the previous meeting with the representatives of the Company held
on 16th February, 2022 and emphasized on important aspects of IFCI Ltd. viz. recovery of
loans, tendency of bad loans and the concrete steps taken/being taken by the Company for
recovery of loans in general and NPA in particular; non-compliance of SEBI Regulations;
absence of adequate number of Board Members; penalty levied by NSE/BSE. The
Chairperson also sought clarifications on declining IFCl's share in total borrowing and
advances of NBFC sector; reasons for declining income of the Company; cases identified by
Department of Financial Services for forensic audit; issues related to manpower of the

Company; implementation of reservation policy by IFCI for its employees, etc.

4. Thereatfter, the representatives of IFCI Ltd. introduced themselves and then made a
presentation before the Committee on the subject highlighting therein the genesis and
business profile of the Company; its poor financial standing in NBFC market; role of the
Company in Production Linked Incentive Schemes (PLI) and Project Management Agency

(PMA) in various Government of India's projects, etc.

5. The Members, then, raised various issues pertaining to high rate of NPA; non-
approval of loans after 2019-20; waiving off high profile loans; fraud cases, if any, during 2005
and 2014; alternative measures for one-time settlements; disinvestments in IFCI and its
subsidiaries; various issues coming in the way of timely recovery of loans; list of 20 major
defaulters; details of unsecured loans disbursed during 2005-2012; delay in pursuing NPA
cases in Courts/Tribunals; response of IFCI on latest RBI's guidelines on regulation of Prompt
Corrective Action (PCA) for all NBFCs; status of NPA cases referred to ARC and NCLAT;

issues related to management of Sugar Development Fund (SDF) of Government including

88



Court cases; status of action on the options suggested by Consultant; etc.

6. The representatives of IFCI Ltd. clarified issues on which information was readily
available with them. In respect of some points for which information was not readily available,
the Chairperson desired that written replies may be furnished to the Committee Secretariat
within 10 days. In his concluding remarks, the Chairperson thanked all the Members,
representatives of IFCI Ltd. and the Committee Secretariat and wished them for a prosperous

and happy Diwali festival.

[The representatives of IFCI Ltd., then, withdrew]

The Chairperson, then announced about next sittings of the Committee on 7th
& 15th November, 2022.

The Committee, then, adjourned.

A copy of the verbatim proceedings has been kept for record.
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APPENDIX V
COMMITTEE ON PUBLIC UNDERTAKINGS
(2022-23)

MINUTES OF THE TWENTY- SEVENTH SITTING OF THE COMMITTEE
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2. At the outset, the Chairperson welcomed the Members of the Committee and
apprised them about the agenda for the sitting. The Committee then considered and adopted
the Draft Report on “Audit Para No. 5.1 of C&AG Report No. 18 of 2020 regarding Review
of Loans to Road Projects relating to India Infrastructure Finance Company Limited” without
any change/modification. The Committee authorized the Chairperson to finalize the report
on the basis of factual verification by the C&AG and concerned Ministry/Department and
thereafter, presenting the same during the current session of Parliament. The Committee
Secretariat, then, made a power point presentation on important issues related to

examination of the subject.

(The witnesses were, then, called in)

3. Hon'ble Chairperson welcomed the representatives of Department of Financial
Services to the sitting convened to have evidence of the representatives of Department of
Financial Services, Ministry of Finance in connection with comprehensive examination of
the subject Industrial Finance Corporation of India (IFCI) Limited and drew their attention to
Direction 55(1) of the 'Directions by the Speaker' regarding confidentiality of evidence before
the Parliamentary Committees. In the welcome address, Hon’ble Chairperson highlighted
main issues involved in the subject and sought clarifications from DFS on the constructive
steps taken by the Department for recovery of loans and the effective monitoring mechanism
to make IFCI viable, concrete steps taken by DFS on their part to address vacancy of
Independent Directors in the Company, penalty levied on the Company for violation of SEBI
regulations and also asked to share their views on the future plan of the company and report

of the Consultants hired in this regard.

4. The representatives of DFS thereafter made a Power Point Presentation on the
subject and briefly apprised the Committee of the journey of IFCI Ltd. since 1948, financial
difficulties faced by the Company in 2002-2003 and restructuring package by the
Government thereon, asset quality review done by RBI in 2016-17, tightening of NPA
recognition norms and as a resultant liquidity issues with the Company, reasons for no fresh
lending by IFCI Ltd., Company’s focus on mainly providing advisory services and different

options available for the future of the Company.

5. Members, thereafter, raised important issues and sought information on reasons for

regular capital infusion in the company by the Government, role of Government nominee
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Directors in Board meetings, assets and liabilities of the Company, issues related to role of
NBFCs in general when various Banks are already in market for the same purpose,
relevance of IFCI Ltd. in presence of Emergency Credit Line Guarantee Scheme (ECLGS)
and National Bank for Financing Infrastructure and Development (NBFID). The other issues
which came up for discussion were NPAs and its recoveries by the Company, collateral
issues and asset quality mismatch with the Company, value of Bonds/shares of IFCI Ltd,
closure of IFCI Ltd and owning the responsibility by Government, criminal cases against
fraud loan accounts and disciplinary actions taken, if any, against IFCI Ltd. Officials,
resolution of conflicts in NCLT within time limits, action taken on guarantors of loan in cases

of non-payments, status of disputed cases under DRT & SARFAESI.

6. The representatives of DFS clarified on some of the issues on which information was
readily available with them. Thereafter, the Chairperson thanked the representatives of the
Department for the valuable information deposed before the Committee and desired that in
respect of points on which information was not readily available, the same may be furnished

to the Committee Secretariat within 10 days.

The Committee, then, adjourned

(A copy of the verbatim proceedings has been kept for record)
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APPENDIX VI
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Committee Room '1', Extension to Parliament House Annexe, New Delhi.

PRESENT
Shri Baijayant Panda - Chairperson
MEMBERS

LOK SABHA

Shri C.P. Joshi

Shri Shankar Lalwani

Shri Mukesh Rajput

Shri Sukhjinder Singh Randhawa
Shri Pratap Chandra Sarangi

Shri Prabhakar Reddy Vemireddy

N o o~ DN

RAJYA SABHA

8. Shri Neeraj Dangi

9. Shri Milind Murli Deora

10. Shri Narain Dass Gupta

11. Dr. Bhagwat Karad

12. Shri Debashish Samantaray
13. Dr. Arun Singh

SECRETARIAT

1. Shri Anjani Kumar - Joint Secretary
2. Smt. Jyochnamayi Sinha -  Director
2. Smt. Mriganka Achal - Deputy Secretary

93



PART-A:

2. At the outset, the Hon’ble Chairperson welcomed the Members to the sitting and briefly
apprised the Members about the following draft Reports to be considered:

0] IFCI Limited,;

(i) XXXXXXXX

@ili)  XXXXXXXX

(iv)  XXXXXXXX

3 The Committee then considered and adopted the draft Reports, without any
changes/modifications. The Committee authorized the Chairperson to finalize the draft Reports
on the basis of factual verification as suggested by the concerned Ministries/Departments and

C&AG and present the Reports during the ongoing session of Parliament.
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