IFCI Ltd — FY 2026 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment
IFCI has transitioned from a traditional DFI to a government advisory vehicle, managing 10 of 14 PLI Neutral
schemes, as its core lending business has become structurally terminal.

Revenue composition has shifted toward fee-based income (30.6%), providing a stable but low- Positive
Sitiv
margin stream that is currently insufficient to offset legacy lending losses.
Operational viability is entirely dependent on the SHCIL subsidiary, which contributed a PAT of Negative
525.95 Cr, masking the parent entity's fundamental inability to generate internal accruals. g
Earnings quality is severely compromised by the recognition of 93.01 Cr in "ghost" interest on Negative
iv
impaired assets and a 104.67 Cr drawdown from reserves to smooth the P&L. g
The company is technically insolvent with a CRAR of (-)18.78%, representing a massive breach of the Negati
egative
RBI’s 15% regulatory mandate and necessitating sovereign support. g
Cash flow sustainability is highly questionable, with Related Party Transactions (RPTs) remarkably Negative
accounting for 99.8% of reported Cash Flow from Operations. g
Management has achieved minor deleveraging, reducing net debt by (191 Cr and generating [93 Cr Positive
itivi
via asset sales as the legacy loan book is systematically wound down.
Asset valuations lack transparency, with the CAG flagging 12 cases of improper fair-valuation, Neqati
egative
potentially overstating the reported consolidated net worth of 8,944 Cr. 4
Governance is a critical failure point, characterized by a 12.5% board independence rate and zero Negative
female directors, alongside audit scope limitations covering 2,856.77 Cr in liabilities. g
Regulatory risk is at an extreme high, with the persistent capital deficit and governance non- Negative
iV
compliance creating a high probability of NBFC license cancellation. :
The medium-term outlook hinges entirely on a technical re-rating through a potential merger with SHCIL and Neutral
IIDL to repair the consolidated balance sheet.
Investment Stance: Avoid; equity value is speculative and tied to government life support, with CRAR N
iv

(current -18.78%) and merger progress as the only relevant monitorables.

Final research summary: ifci ltd (FY 2025-26)

1. Business overview

 Business Transformation: IFCI is transitioning from a pure-play Development Financial Institution (DFI) to a
hybridized Fee-Based Advisory and Stressed Asset Management vehicle.
* Revenue Drivers: Financing activity technically accounts for 94.03% of turnover, but this is increasingly

driven by legacy asset recovery and interest on a shrinking loan book. The core lending business is in a state
of "controlled runoff."



» Advisory Pivot: The company serves as the primary Project Management Agency (PMA) for the
Government of India, managing 10 out of 14 Production Linked Incentive (PLI) schemes. This provides
steady, low-margin fee income decoupled from credit risk.

 Subsidiary Performance: The group’s viability is heavily supported by its subsidiary, Stock Holding
Corporation of India Limited (SHCIL), which reported a PAT of [525.95 Cr, effectively carrying the
consolidated group.

* Strategic Consolidation: Management has received in-principle approval to merge IFCI Ltd, SHCIL, and
other entities. This is interpreted as a "capital-rescue mission" to mask the parent’s negative CRAR.

» Operational Footprint: Physical presence is significantly scaled back to a Registered Office in Delhi and
three Regional Offices (Mumbai, Kolkata, Hyderabad) to reduce costs.

« Asset Monetization: Non-core assets, including IFCI Infrastructure (IIDL) assets, are being reclassified as
"Held for Sale," indicating a fire sale to generate liquidity.

« Cost Drivers: IT maintenance and legal/consultation charges are primary cost drivers as the company
upgrades legacy systems for its advisory pivot and manages stressed loan litigation.

2. Management commentary & outlook

« Strategic focus has shifted away from risky lending toward a service-oriented model and "multi-pronged
strategies" for the resolution of stressed assets.

» Management emphasizes "Strategic Diversification" and "Value Maximization at the Group level" through the
proposed consolidation of IFCI group entities.

» The "Stockfin 2.0" initiative and Al/ML integration are highlighted as digital transformation pillars, though
these appear to be compliance-driven modernizations for the small (112-person) workforce.

» The demand environment is described as "cautiously optimistic" based on Union Budget thrusts in
electronics, semiconductors, and biopharma.

 Geopolitical risks and the West Asia conflict are cited as dominant macro headwinds, potentially serving as
future justifications for core operational weakness.

* Management maintains a narrative of "meritocracy," highlighting that 99.03% of employees received training
despite the company's technical insolvency.

 The industry outlook is tied exclusively to the expansion of Gol schemes like PM e-drive and the India
Semiconductor Mission rather than private-market lending competitiveness.

 Long-term vision centers on leveraging government mandates to replace the traditional DFI model which has
failed to maintain regulatory capital norms.

* Management Tone: The tone is defensive and diversionary. Leadership attempts to pivot the investor
narrative away from a "failed DFI" to a "successful Government consultant,” using the SHCIL merger as a
smoke-screen for the parent's fundamental inability to generate cash-flow-positive operations. The report
utilizes the "Government Company" status to justify persistent non-compliance with board independence
requirements, characterizing management as "seized of the matter" but powerless to act without Ministry
movement.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2026 Mar 2025
Revenue 2,069 1,879
Sales Growth % 10.10 -5.48
Interest 416 535
Expenses 1,097 694
Material Cost % 0.12 0.11
Raw material cost 2.39 2.15
Manufacturing Cost % 0 8.94
Employee Cost % 17.16 16.66
Other Cost % 35.76 11.20
Financing Profit 555 650
Financing Margin % 27 35
Other Income 55 182
Exceptional items -11 -3
Other income normal 65 185
Depreciation 86 83
Profit before tax 524 749
Tax % 17 53
Net Profit 435 349
Profit from Associates 0 0
Minority share -254 -178
Exceptional items AT -9 -1
Profit excl Excep 444 350
Profit for PE 185 172
Profit for EPS 181 171
Profit Growth % 8 67
EPS (O 0.67 0.63

Dividend Payout % 0 0



Balance sheet ([ICr)

Line item

Equity Capital
Reserves
Borrowing

Other Liabilities
Non controlling int
Trade Payables
Other liability items
Total Liabilities
Fixed Assets

Land

Building

Plant Machinery
Equipments
Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets
Inventories

Trade receivables
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances
Other asset items

Total Assets

Mar 2026

2,694
6,250
3,523
14,103
6,560
401
7,142
26,570
1,486
0

0

0
15,081
10,004

68

196

7,102
1,194
1,444

26,570

Mar 2025

2,694
5,996
3,714
13,319
6,388
428
6,503
25,724
1,700
147
496
136
93
41
3
439
846
2,200
501
23
15,323
8,678
68
211
88

180

5,515
57
2,827

25,724



Cash flow statement ((ICr)

Line item

Cash from Operating Activity
Profit from operations
Receivables

Inventory

Payables

Loans Advances
Operating investments
Operating borrowings
Other WC items

Working capital changes
Interest paid

Direct taxes

Other operating items
Cash from Investing Activity
Fixed assets purchased
Fixed assets sold
Investments purchased
Investments sold
Dividends received
Redemp n Canc of Shares
Other investing items
Cash from Financing Activity
Proceeds from shares
Interest paid fin

Dividends paid

Financial liabilities

Share application money
Other financing items

Net Cash Flow

Free Cash Flow

CFO/OP

3.2 Financial analysis summary

Mar 2026

280

952

15

139

81

-191

-611

-598

156

313

36

Mar 2025
-984
556

95

227
317
-1,653
-570
-1,612

117

415

81

419

-638
-1,011

-79

» Group Revenue increased 10.10% to [2,069.00 Cr, but the quality of earnings is severely compromised by
"ghost" interest; per , [93.01 Cr of interest on Stage 3 assets was recognized and immediately written



off, signaling that the shrinking Interest Income (down to [460.35 Cr from [492.61 Cr) does not fully
translate into cash inflows.

 There is a material structural shift from lending to fee-based services, with Fees and Commission Income
((632.16 Cr) now representing 30.56% of Revenue; this is heavily reliant on Central Government schemes
like PLI and FAME-II ((B3.72 Cr from MHI), introducing high policy risk.

 The consolidated PAT of [435.00 Cr is entirely propped up by subsidiary performance rather than core
operations, specifically SHCIL which provided [166.62 Cr in Dividend Income to the parent; without these, the
parent's core financing business cannot cover its own Finance Cost of [416.00 Cr.

* Employee Benefit Expenses rose 14.07% to [B55.10 Cr, driven by a [4.94 Cr exceptional provision for New
Labour Codes, while Other Expenses ([B68.80 Cr) were bloated by a 119% spike in legal and consultation
charges ([B8.19 Cr) and a 181% spike in IT Maintenance ([#8.90 Cr).

» Other Recoverables dropped from [695.85 Cr to [10.04 Cr, appearing to be a massive reclassification into
Security Deposits (which spiked from [B.97 Cr to [B68.87 Cr) rather than actual recovery, while Doubtful
Deposits rose to [22.99 Cr.

 Asset quality remains critically stressed with Total Debt instruments showing a gross book of [4,240.73 Cr
offset by a [B,046.88 Cr Impairment loss allowance, resulting in a net book value of only [1,193.86 Cr.

» The Balance Sheet is technically fragile with a Negative Capital (Tier ) of (-)[(578.48 Cr and a CRAR of
(-)18.78%, which is drastically below the RBI's 15% mandate, signaling extreme dependence on the
Government of India for capital infusion and significant going concern risk.

« Other Financial Liabilities of [5,190.32 Cr include [2,856.77 Cr of pass-through PLI Scheme funds which
inflate Total Liabilities without providing equity value; auditors were restricted from verifying these high-value
scheme accounts (SDF and PLI).

» Working Capital management is hampered by illiquid assets, as Inventories of [68.10 Cr (primarily stalled
real estate projects) show zero movement YoY, and Trade Receivables include [B2.85 Cr aged over 3 years.
« Cash flow quality improved superficially as CFO turned positive at [280.00 Cr (from -[884.00 Cr in FY 2025),
but FCF of [B13.00 Cr was supported by [92.66 Cr in proceeds from selling Fixed Assets, while the group

utilized a [104.67 Cr "Impairment Reserve" to smooth the P&L impact of regulatory provisioning.

» The dominant financial theme of the year is the masking of technical insolvency through subsidiary
dividends, regulatory reserve draw-downs, and the transition to a government-mandated fee model
that provides liquidity but no capital adequacy relief.

3.3 Contingent liabilities & commitments

* Total Contingent Liabilities: Increased by 30.37% YoY to [(460.22 Cr.

* Claims and Tax Disputes: Includes [147.00 Cr in claims not acknowledged as debts and [135.77 Cr in
disputed Income Tax matters.

* Legal Risks: A subsidiary (SHCIL) is involved in legacy litigation from FY 2001 involving [24.41 Cr pending
before the Supreme Court.

* Unquantified Risks: Potential liabilities from a 2017 fire and 2024 flooding at subsidiary document storage
premises remain unquantified despite client claims for lost documents.

» Guarantees: Outstanding guarantees stand at [4.56 Cr.
3.9 Earnings quality & forensic checks

VERDICT: Significant manipulation / solvency risk

Read 1 — Is the income real? - Flag



Thisyear A Status  Quantified impact

Interest Income vs Net 19261 (160,35 Interest income declined Interest income now accounts
gain on fair value cr ' cr ' 6.5%, increasing reliance on ~ Watch  for only 22.25% of Total
changes non-interest items Revenue from Operations

. . . Non-lending income (Fees +
Dividend and Fee [803.02 [1,022.10 Fee and Dividend income . .

. Watch  Dividends) now constitutes
Income quality Cr Cr rose 27.3% YoY
49.4% of total revenue
Interest on income- . . , Artificially inflates gross interest
» Not New disclosure of 'ghost .
recognition-suspended . [93.01 Cr . Flag income by [93.01 Cr before
disclosed interest on Stage 3 assets . ] .

accounts immediate write-off

Annualized yield of 7.28% on
Watch  treasury vs cost of funds up to
10.75% on Tier Il bonds

Yield on treasury vs Treasury income dropped
[83.42 Cr [63.28 Cr
cost of funds 36.1% YoY

Mechanism: The company is transitioning from a risk-bearing lender to a fee-based agent, with
the core lending business appearing loss-making once dividends from SHCIL are excluded.
Reported interest is partially circular due to the recognition and immediate write-off of Stage 3
interest. Aggregate impact: Core lending operations are unsustainable without [166.62 Cr in
subsidiary dividends and [91.13 Cr in government scheme fees. Direction: deteriorating - Watch
next: Dividend income from SHCIL - Corroborates: pnl_levers, insider_leakage

Read 2 — Is the book honestly provisioned? - Flag

Status  Quantified impact

Impairment on Reversal in prior year turned
) . [(224.85) [260.70 . - . [260.70 Cr charge reduces PBT by
Financial into a significant charge this Flag
Cr Cr nearly 50%
Instruments year

Current level disclosed without

Provision Coverage  Not L )
73.16% explicit prior-year comparison Watch  —

Ratio (PCR) disclosed .
in text
Divergence Not [P5.42 RBI IRACP provisioning Gap covered by drawing down
reported by disclosed cr ’ requirement was higher than Flag [104.67 Cr from Impairment
isclos
regulator Ind AS Reserve instead of P&L
. . . [68.10 Cr in illiquid assets

Stalled Project [68.10 Negligible reduction of 0.47% o o

. [68.42 Cr Watch  suggests difficulty in liquidating
Inventories Cr YoY

seized collateral

Mechanism: The company utilized an 'Impairment Reserve' to mask a [25.42 Cr provisioning gap
identified by the regulator, while legacy assets like stalled projects remain stagnant on the balance
sheet. Aggregate impact: Reported PBT would be [25.42 Cr lower if regulatory provisioning
divergence was hit against the P&L. Direction: deteriorating - Watch next: Balance in Impairment
Reserve - Corroborates: pnl_levers

Read 3 — Is the P&L being manufactured? - Flag



Status Quantified impact

Avoids [25.42 Cr P&L hit;

Utilization of Not [104.67 New utilization to cover . .
Impairment Reserve disclosed Cr regulatory provisioning ga Flag remaining reserve acts as a profit-
P ¢ yp ggap smoothing buffer
DTA increased slightly Represents 9.7% of total assets;
Deferred Tax Asset [969.05 [976.18 . o - . .
. despite technical insolvency Watch  recoverability is questionable given
(DTA) Recognition Cr Cr ) . ;
(Negative CRAR) negative capital
263% increase in . -
. [10.72 . . Includes [%.94 Cr gratuity provision
Exceptional Items [2.95 Cr consolidated exceptional Watch
Cr . due to New Labour Codes
items
Fair Value 'Cushion’ . . . .
. Not [583.06 Fair value is [286.54 Cr Hidden asset value not reflected in
in Investment . . ] Watch
disclosed Cr higher than carrying value P&L or Net Worth

Property

Mechanism: Profit is managed through the use of an Impairment Reserve to bypass the P&L for
regulatory gaps, while the balance sheet carries a massive DTA that may never be realized given
the negative capital adequacy. Aggregate impact: The DTA and Impairment Reserve usage mask
the severity of the capital erosion. Direction: deteriorating - Watch next: CRAR (Capital Adequacy
Ratio) - Corroborates: capital_funding_stress

Read 4 — Is value leaving to insiders? - Watch

Status  Quantified impact

Related Party Significant 1,067 bps Capital is increasingly locked into
Investment 50.66% 61.33% increase in RPT Watch  related entities rather than third-
Concentration investment share party assets
Dividends from 67.7% increase in Parent PAT of [51.71 Cr is entirely
o [110.92 [186.00 . )

Subsidiaries vs Core or cr dividends received by Watch  dependent on [186.00 Cr
Losses parent subsidiary dividends

. Not Median remuneration for Remuneration is a small fraction of
KMP Remuneration . [6.73 Cr . Clean . .

disclosed KMP-Male is [51.81 Lakhs the [434.71 Cr consolidated profit

Mechanism: The parent company is functionally a shell supported by the cash flows (dividends) of
its subsidiaries, particularly SHCIL, while group-level capital is increasingly being recirculated into
related parties. Aggregate impact: The parent's standalone survival is contingent on (186 Cr of
intra-group transfers. Direction: deteriorating - Watch next: Investment in related parties
percentage - Corroborates: income_real

Read 5 — Can the capital and funding base take a hit? - Flag



This year

A

Status  Quantified impact

Capital Adequacy

-)23.04% -)18.78%
Ratio (CRAR) ) 6 0 °
Wholesale Funding [2,958.39 [2,771.89
Concentration Cr Cr
Contingent

N [460.22

Liabilities vs Net [B53.31 Cr cr
Worth

Not [744.67

Tier Il Bond Maturity .
disclosed Cr

Pass-through
Liabilities (PLI
Funds)

[2,143.90
Cr Cr

[2,856.77

Improved but remains deeply
negative and well below 15%
mandate

Debt securities declined
6.3%:; no fresh mobilization
in FY26

30.4% increase in contingent
claims

Significant maturities
scheduled for FY 2027

Funds managed grew 33%
YoY

Entity is technically insolvent and
reliant on Government of India
support

Flag

Reliance on rolling over privately
placed bonds ([2,120.37 Cr) with
low credit ratings

Watch

Contingent liabilities represent
25.8% of Standalone Net Worth
([1,785.51 Cr)

Flag

Refinancing risk for high-coupon
(10.75%) debt given current credit
rating

Watch

Inflates balance sheet size but

Clean . . .
provides no equity cushion

Mechanism: The company suffers from chronic capital deficiency with a deeply negative CRAR,
and is facing a looming maturity wall in FY 2027 for Tier Il bonds while the balance sheet is
increasingly composed of pass-through government funds. Aggregate impact: Technical
insolvency (-18.78% CRAR) persists despite improvement, leaving no buffer for any asset-side
hits. Direction: deteriorating - Watch next: Fresh capital infusion from Government of India -

Corroborates: pnl_levers
Material notes captured

Discloses

Auditors restricted from reviewing case-
specific data for SDF and certain PLI
schemes.

Other Recoverables dropped from 695.85
Cr to 10.04 Cr, while Security Deposits
rose from 8.97 Crto 368.87 Cr.

Fair value of Investment Property is
[683.06 Cr vs carrying value of [296.52 Cr.

Stale Valuations: 12 cases of investments
not fair-valued at reporting date.

Impairment Inaccuracy: Overstatement of
loan values in Suraksha ARC and NARCL.

4. Management & governance

Prior This year
Not Scope limitation
imitati

disclosed P

[695.85 Cr  [10.04 Cr

Not

. [683.06 Cr

disclosed

Stale since .
Ongoing

FY21
[1.23 Cr
overstatement

A. Auditor report & key audit matters

Impact Signal
Prevents verification of accuracy
for accounts handling [2,856.77 Negative
Cr.
Potential reclassification of
unrecoverable dues into deposits  Negative
to avoid provisioning.
Identifies a [286.54 Cr -
. . . Positive

unrealized gain 'cushion'.
Reported Net Worth ([8,944 Cr) .

N Negative
may be significantly overstated.
Aggressive recovery
assumptions exceed declared Negative

NAVs.

 Audit Opinion Type: Unqualified (Consolidated). The report was revised on July 20, 2026, to supersede the
April 28, 2026 report following CAG observations.

* KAM 1: ECL on Loan Assets: Auditor flagged significant estimation uncertainty in probability of default (PD)
and loss given default (LGD) models for the [4,240.73 Cr gross loan book.



* KAM 2: IT System Controls: Significant reliance on automated controls for financial reporting. Risks noted
regarding improper user access management and data extraction integrity.

» Emphasis of Matter 1: Audit Scope Limitation (PLI/SDF): The Nodal Ministry restricted auditors from
reviewing case-specific data for Sugar Development Fund (SDF) and various Production Linked Incentive
(PLI) schemes. This creates a "black box" over significant revenue and pass-through liabilities ([2,856 Cr).

« Emphasis of Matter 2: Regulatory Insolvency: Auditor drew attention to the negative CRAR of (-)18.78%.
» CAG Supplementary Audit Flags:

o Stale Valuations: 12 cases where investment valuations were based on old dates (some as far back as
2022).

o Impairment Inaccuracy: [1.23 Cr overstatement of loans due to aggressive recovery assumptions in ARC
trusts.

B. Related party transactions

Amount (O

Relationship  Nature cr Concern

Stock Holding Corp Core parent viability depends on

Subsidiary Dividend Received 166.62 Cr o
(SHCIL) subsidiary payouts
Govt. of India Scheme Management Policy dependency; revenue is non-
L Promoter 91.13 Cr .

(Ministries) Fees market driven

IFCI Infrastructure Dev. Subsidiary Dividend Received 14.52 Cr Inter-group liquidity recycling

IFCI Infrastructure Dev.  Subsidiary Interest Paid by IFCI 7.28 Cr Cost of intra-group funding
Impairment on Continued erosion of subsidiary equit

Subsidiaries (IFL/IFIN) Subsidiaries P 75.73 Cr y equily
Investment value

* % of Revenue: 13.51%.
* % of CFO: 99.84% (Extreme dependency; RPTs drive positive cash flow.).

C. Shareholding

* Promoter (Govt of India): 72.57% (Mar 2026) — No change.
* Flis: 3.09% | DllIs: 3.86% | Public: 20.48%.
* Pledged Shares: 0.00%.

D. Board composition + KMP compensation

* Total Directors: 8.
* Independent %: 12.50% (Only 1 Independent Director). Gross violation of SEBI LODR.
e Women Directors: 0. Non-compliance with SEBI LODR.

* KMP Remuneration: MD & CEO (Rahul Bhave) received [0.71 Cr. Total KMP remuneration was [5.73 Cr
(0.6% of EBITDA). No directors are related to each other. Payouts are conservative (PSU structure) but
oversight is weak due to NRC vacancy.



F. Capital allocation & capex

Action FY current (CCr) FY prior (CJCr) % of CFO

Dividends 149.00 Cr 85.00 Cr 53.21% —
Capex 59.00 Cr 47.00 Cr 21.07% —

Net Debt Change -191.00 Cr -1,653.00 Cr -68.21% Positive
Asset Sales 93.00 Cr 20.00 Cr 33.21% Positive
Impairments (Reversal) 260.70 Cr (224.85) Cr 93.11% —

« Analytical Notes: The company continues to pay dividends ([1149 Cr) despite technical insolvency (CRAR
-18.78%).

* CFO Coverage of Capex: Ratio is 4.75x.

* IT maintenance costs spiked 181% to [48.90 Cr, reflecting urgent needs to upgrade legacy systems for the
advisory pivot.

H. Risks

* Regulatory Insolvency: CRAR at (-)18.78%. RBI could cancel the NBFC license. (High Severity)

* Audit Limitation: Auditors barred from PLI/SDF scheme files. Unverified revenue and liabilities ((2,856 Cr).
(High Severity)

» SFIO Litigation: SFIO petition before NCLT against IFCI and 91 others. Potential penalties. (High Severity)

« Valuation Stale: 12 cases of investments not fair-valued. Reported Net Worth may be overstated. (Med
Severity)

» Subsidiary Dependence: Extreme reliance on SHCIL dividends for liquidity. (Med Severity)

« Interest Rate Risk: Subordinated bonds (744 Cr) at 10.75% coupon maturing in FY27. Refinance risk. (Med
Severity)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

30.6% fee income; core lending Pivot to low-margin Gol advisory masks

Business quality 2 - . .
stagnant a failed lending model.
. . CRAR (-)18.78%; D/E N/A Technically insolvent and surviving on
Financial health 1 - . .
(Negative Net Worth) government life support.
. . [93.01 Cr ghost interest; reserve  P&L managed via reserves and circular
Earnings quality 2 ! . .
drawdown interest recognition.
Management & 1 . 12.5% Independent; 0 Women Gross regulatory non-compliance and
governance directors audit scope limitations.
Capital allocation & 2 Dividend [149 Cr vs -18.78% Value-destructive dividends while capital
earnings visibility - CRAR base is eroded.

Business positives (for this company this year) * [Subsidiary Strength] SHCIL delivered a strong PAT of
[625.95 Cr, providing critical dividend support to the parent. * [Advisory Entrenchment] Successfully managing
10 out of 14 PLI schemes, providing a stable (though low-margin) revenue stream. * [Deleveraging] Net debt



decreased by [191.00 Cr as the loan book is systematically wound down. * [Liquidity Generation] Asset sales
generated [93.00 Cr, improving near-term cash position.

Business negatives | concerns (for this company this year) * [Regulatory Insolvency] CRAR stands at
(-)18.78%, far below the 15% RBI mandate, creating high license-cancellation risk. * [Audit Scope Limitation]
Auditors were restricted from verifying [2,856.77 Cr in scheme-related liabilities and associated fees. *
[Earnings Quality] Recognized [03.01 Cr in "ghost" interest on impaired assets and used [104.67 Cr from
reserves to smooth P&L. * [Governance Failure] Massive non-compliance with board composition rules (only
12.5% independent directors and 0 women directors). * [Stale Valuations] CAG flagged 12 cases where
investments were not fair-valued, potentially overstating the 8,944 Cr net worth.

OVERALL SCORECARD SUMMARY IFCI Ltd is in a state of technical insolvency, with a deeply negative
capital adequacy ratio that renders it entirely dependent on sovereign support and subsidiary cash flows.
Earnings quality is poor, characterized by the recognition of non-cash interest and the utilization of reserves to
bypass P&L hits for regulatory provisioning. Governance is a major red flag, with gross non-compliance
regarding board independence and significant audit scope limitations over government scheme funds. The
company is on a stable but stagnant trajectory as a "zombie" entity, where the core business is terminal and the
new advisory model lacks the margin profile to repair the balance sheet.

Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change —

Final line: "Total: 6/10 — Governance Rating: 1"
Part c: investor verdict

Thesis: IFCl is a technically insolvent development financial institution being kept alive as a project management
vehicle for government schemes.

Overall stance: Avoid

Rationale: The negative 18.78% CRAR and gross governance non-compliance make the equity value
speculative and entirely dependent on a merger with SHCIL. Re-evaluate when: CRAR reaches +15%
organically or the SHCIL merger is completed with a clear capital adequacy roadmap. BULL CASE: Successful
merger with SHCIL and IIDL masks the parent's insolvency, allowing for a technical re-rating of the group
balance sheet. BEAR CASE: RBI cancels the NBFC license due to persistent capital inadequacy and failure to
constitute a compliant board. Key monitorable: Capital Adequacy Ratio (CRAR): Current (-)18.78% - Watch
threshold: < (-)20% (deterioration) or > 0% (improvement).



7. Year-over-year analysis

7.1 Changes

Metric | theme  Summary a status Summary b status

Total Gol support of [1,000 Deleveraging slowed to -[191

Capital Cr utilized for aggressive Cr while paying (149 Crin
Allocation deleveraging (Net Debt - dividends despite technical
(1,653 Cr). insolvency.
Financing Margin of 35% Financing Margin fell to 27%
Margin supported by [224.85 Cr in and required [93.01 Cr of
Trajectory non-cash impairment "ghost" interest recognition to
reversals. sustain the top line.
. ) . CFO turned positive to [280
Working CFO was a massive negative .
. . Cr, though nearly 100% of this
Capital (984 Cr due to operating ) )
. was driven by intra-group
Anomalies burn and debt settlements. -
dividend transfers.
Triumphant narrative Defensive and diversionary
Management regarding the return to tone focusing on a merger as a
Tone accounting profitability after "strategic" rescue mission for

seven years. the parent.

CAG flagged 36 cases of
stale valuations and
intentional use of high
valuations to avoid write-

CAG flagged 12 cases of stale
valuations and a [25.42 Cr
regulatory provisioning gap
masked by reserves.

Forensic Risk

downs.

7.2 Persistent patterns

Forensic takeaway

Management has shifted from balance
sheet repair to value-destructive dividend
payouts that further erode an already
negative capital base.

Underlying profitability is deteriorating as
the company resorts to increasingly
aggressive accounting for Stage 3 assets
to mask the collapse of lending margins.

The apparent improvement in cash flow is
a forensic mirage created by recycling
liquidity from subsidiaries rather than
generating cash from core operations.

Leadership has pivoted from celebrating a
turnaround to using the SHCIL merger as
a smoke-screen to hide terminal
regulatory insolvency.

While the volume of stale valuations
decreased, the reliance on reserve
drawdowns to bypass P&L hits indicates a
more systemic attempt to manage
reported earnings.

* Persistent Technical Insolvency: The company consistently reports a CRAR deeply below the 15%
regulatory mandate (-23.04% to -18.78%), surviving only through sovereign forbearance.

» Gross Governance Non-compliance: A total failure to meet SEBI LODR requirements for board
composition persists, with Independent Directors capped at 12.5% and zero Women Directors across both

periods.

» Audit Scope Limitations: Auditors remain restricted by the Nodal Ministry from verifying case files for
PLI and SDF schemes, leaving roughly 30% of revenue and massive pass-through liabilities unverified.

 Core Lending Moratorium: The legacy financing business remains in terminal runoff with no evidence of
new disbursements, leaving the entity as a hollowed-out recovery vehicle.

» Extreme Sovereigh Dependency: The business model is entirely contingent on Government of India
mandates for fee income and periodic equity infusions to prevent total collapse.

 Subsidiary Cannibalization: The parent company continues to rely exclusively on SHCIL’s cash flows
and balance sheet strength to offset its own operational losses and negative net worth.

» Earnings Quality Deficit: Profits in both years are characterized by non-cash accounting artifacts,
including impairment reversals, "ghost" interest, and regulatory reserve utilizations.
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