IFCI Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

IFCI functions as a "zombie" institution with a defunct core lending business (zero new
1 disbursements for three years), pivoting toward a low-margin Project Management Agency (PMA) ONegative
model for 10 of 14 PLI schemes.

Revenue is heavily concentrated in Gol advisory fees ( 594.87 Cr), yet 31.71% of this top line remains

L . .. I . " [ONegative
unverified due to auditor restrictions on reviewing specific scheme files.
Reported PAT of 349 Cr is an accounting artifact, primarily manufactured through a 224.85 Cr non- ONegati
egative
cash impairment reversal and 106.16 Cr in Stage 3 interest inflation. g
High-cost debt securities were reduced by [1,317.82 Cr, though this deleveraging was only possible OPositive
via a [1,000 Cr sovereign equity infusion to prevent default.
Cash flow from operations (CFO) shows a staggering deficit of - 984 Cr, highlighting a terminal ONegative
1\
disconnect between reported accounting profits and actual liquidity. ¢
Capital allocation is fundamentally value-destructive, with ROCE trailing the cost of debt and ONegative
essential expenditures funded through continuous sovereign dilution. d
Earnings quality is severely compromised by "valuation shopping," with the CAG identifying 36 ONegative
cases of stale or aggressive valuations used to avoid necessary asset write-downs. ¢
Governance is in a state of collapse, characterized by gross regulatory non-compliance including a ONegati
egative
12.5% independent board representation and zero female directors. :
The entity is technically insolvent with a CRAR of -23.04%, far below the regulatory 15% threshold, .
. L . . . [INegative
posing a significant risk of RBI-mandated license cancellation.
Future viability hinges entirely on a survival-driven merger with SHCIL to consolidate cash flows and mask ONeutral
u
the parent's terminal insolvency.
Investment View: Maintain AVOID stance as the entity functions as a government-managed liquidation ONegati
egative
vehicle rather than a viable commercial going concern. g
Key monitorables include the progression of the SHCIL merger and the movement of CRAR toward the 0% ONeutral

threshold from its current deeply negative position.

1. BUSINESS OVERVIEW (In Bullet Points)

» Business Segments: IFCI has effectively ceased traditional lending, pivoting into two distinct areas: a "Bad
Bank" legacy vertical focused on recovering toxic assets and a "Nodal Agency" vertical acting as a fee-based
Project Management Agency (PMA) for Government of India (Gol) schemes.

* Revenue Drivers: Primary drivers include fee and commission income from Gol schemes (31.71% of
revenue), interest income (26.26%), and sale of services (23.28%). Revenue is increasingly treasury-led
rather than lending-led.



« Cost Drivers: Finance costs (25.92% of total income) remain the largest expense despite debt reduction.
Other major drivers include "Miscellaneous" expenses (18% of revenue) and employee benefit expenses.

* Industry Position: Once a premier Development Financial Institution (DFI), IFCI is now a sovereign-
supported entity in a "lending moratorium" with zero new sanctions or disbursements for three consecutive
years.

« Expansion Plans & Pivot: The company is scaling its advisory role, managing 10 out of 14 PLI schemes
(including IT Hardware 2.0) and initiatives like PM E-DRIVE. It has also launched an ESG tech platform.

» Acquisitions & Consolidation: In-principle approval has been granted for the merger of SHCIL (Stock
Holding Corp), IFCI Factors, and IFCI Infrastructure (IIDL) into IFCI Ltd to consolidate cash flows and improve
capital adequacy.

» Capacity & Presence: The company is shifting from a capital-heavy lending model to a capital-light advisory
model, utilizing its IT infrastructure to support government scheme management.

» Geographical Presence: Primarily domestic, focused on managing pan-India Gol schemes and recovering
legacy loans across various Indian states.

2. MANAGEMENT COMMENTARY & OUTLOOK

* Management is pursuing a "strategic diversification" into fee-based advisory services to create a sustainable
revenue stream without credit risk.

 The proposed merger with SHCIL, IFCI Factors, and IIDL is framed as a move to create a stronger,
consolidated financial entity and optimize group resources.

» Growth guidance is centered on the "Advisory" pivot, specifically expanding the PMA role for PLI schemes
and government initiatives.

» Management highlights the launch of an ESG tech platform and an MoU with BSE for SME due diligence as
new growth avenues.

» The demand environment for project management services remains strong as the Gol continues to roll out
industrial incentive schemes.

* The long-term vision involves transitioning from a traditional NBFC to a diversified financial services and
advisory group, contingent on the successful merger and continued sovereign support.

» Management acknowledges the regulatory challenges regarding CRAR but emphasizes the ongoing support
from the Government of India through regular equity infusions.

* Management Tone: The tone is cautiously optimistic, attempting to project a "turnaround” narrative based on
reported standalone profits. However, this optimism is structurally decoupled from the reality of a dead core
lending business and total dependency on sovereign life support. The narrative focuses on "diversification" to
distract from the fact that the company is effectively a government-managed recovery vehicle undergoing a
forced consolidation to mask insolvency. (Neutral/Negative)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Revenue - 1,879.00 1,988.00
Sales Growth % -5.48 16.98
Interest 535.00 571.00
Expenses - 694.00 715.00
Material Cost % - 0.11 0.18
Raw material cost 2.15 3.48
Manufacturing Cost % 8.94 7.74
Employee Cost % 16.66 15.87
Other Cost % 11.20 12.17
Financing Profit 650.00 702.00
Financing Margin % 35.00 35.00
Other Income - 182.00 130.00
Exceptional items -3.00 4.00
Other income normal 185.00 126.00
Depreciation 83.00 81.00
Profit before tax 749.00 751.00
Tax % 53.00 68.00
Net Profit - 349.00 241.00
Profit from Associates 0.00 0.00
Minority share -178.00 -137.00
Exceptional items AT -1.00 1.00
Profit excl Excep 350.00 240.00
Profit for PE 172.00 103.00
Profit for EPS 171.00 104.00
Profit Growth % 67.00 148.00
EPSin Rs 0.63 0.47

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 2,694.00 2,490.00
Reserves 5,996.00 2,045.00
Borrowing 3,714.00 5,367.00
Other Liabilities - 13,319.00 9,016.00
Non controlling int 6,388.00 3,145.00
Trade Payables 428.00 463.00
Other liability items 6,503.00 5,408.00
Total Liabilities 25,724.00 18,918.00
Fixed Assets - 1,700.00 1,734.00
Land 147.00 148.00
Building 496.00 539.00
Plant Machinery 136.00 130.00
Equipments 93.00 79.00
Furniture n fittings 41.00 41.00
Vehicles 3.00 3.00
Intangible Assets 439.00 447.00
Other fixed assets 846.00 781.00
Gross Block 2,200.00 2,168.00
Accumulated Depreciation 501.00 434.00
CWIP 23.00 13.00
Investments 15,323.00 8,678.00
Other Assets - 8,678.00 8,493.00
Inventories 68.00 70.00
Trade receivables - 211.00 306.00
Receivables over 6m 88.00 106.00
Receivables under 6m 180.00 262.00
Prov for Doubtful -57.00 -61.00
Cash Equivalents 5,515.00 5,046.00
Loans n Advances 57.00 54.00
Other asset items 2,827.00 3,017.00

Total Assets 25,724.00 18,918.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - -984.00 12.00
Profit from operations 556.00 500.00
Receivables 95.00 -77.00
Inventory 1.00 0.00
Payables -29.00 168.00
Loans Advances 227.00 403.00
Operating investments 317.00 -262.00
Operating borrowings -1,653.00 -525.00
Other WC items -570.00 -220.00
Working capital changes -1,612.00 -513.00
Interest paid 117.00 88.00
Direct taxes -45.00 -64.00
Other operating items 0.00 0.00
Cash from Investing Activity - -70.00 -155.00
Fixed assets purchased -46.86 -44.04
Fixed assets sold 19.94 7.68
Investments purchased -42.81 0.00
Investments sold 0.00 0.00
Dividends received 0.00 183.36
Redemp n Canc of Shares 0.00 0.00
Other investing items 0.00 -301.93
Cash from Financing Activity - 415.00 404.00
Proceeds from shares 81.00 0.00
Interest paid fin 0.00 -8.00
Dividends paid -85.00 -72.00
Financial liabilities 0.00 -16.00
Share application money 419.00 500.00
Other financing items 0.00 0.00
Net Cash Flow -638.00 261.00
Free Cash Flow -1,011.00 -24.00
CFO/OP -79.00 6.00

3.2 Financial Analysis Summary

* Revenue declined by 5.48% to 11,879 Cr, with quality artificially inflated by [1.06.16 Cr of interest recognized
on Stage 3 non-performing assets which is immediately written off, masking a shrinking core loan book where
interest income on loans fell from [893.79 Cr to [227.16 Cr.



* Net Profit grew 67% to [B49 Cr, but this was primarily driven by a non-cash Impairment on financial
instruments reversal of [224.85 Cr rather than operational efficiency, as evidenced by the massive
divergence where CFO stood at negative (984 Cr.

* Finance Cost of [635 Cr remains the largest expense despite a [1,653 Cr reduction in Borrowing,
suggesting high-cost legacy debt or increased rates on remaining Debt Securities which fell by [1,317.82 Cr
during the year.

» Other Expenses of [497.24 Cr are dominated by a "dumping bucket" of "Other miscellaneous expenses"
totaling [B37.41 Cr, representing 18% of total Revenue and signaling poor cost transparency.

* Investments surged by 6,645 Cr to [15,323 Cr, driven by fair value changes, yet unrealized gains of
[126.40 Cr exceeded the total net gain, implying realized fair value changes were actually negative.

» Trade Receivables decreased to [211 Cr, but undisputed receivables with "significant increase in credit risk"
rose to [62.58 Cr, particularly in the >3 years bucket, signaling deteriorating collection quality.

» Working Capital changes of -[1,612 Cr were the primary drag on CFO, largely due to Operating
borrowings outflows of 1,653 Cr, indicating the company is using cash to settle liabilities rather than
generating it from operations.

* Total Assets expanded to (25,724 Cr, but the Asset Turnover remains extremely low at 0.07, as the
balance sheet is increasingly composed of Investments and Cash Equivalents ([5,515 Cr) rather than
active lending assets.

* Net Worth improved to 8,690 Cr (calc.) due to a [500 Cr Equity Capital infusion from the Gol and fair value
reserves, yet CRAR remains critical at (-)23.04%, well below the 15% regulatory mandate.

« Other Liabilities rose to (13,319 Cr, heavily inflated by [(2,143.90 Cr in PLI Scheme Funds, which act as
pass-through government liabilities rather than operational funding.

» FCF was deeply negative at -[1,011 Cr, confirming the business is entirely dependent on external capital
infusions and government support to sustain operations and debt repayments.

* ROE of 4.02% and ROCE of 10.35% are misleadingly supported by impairment reversals and government
capital, as the core business continues to shrink and face high litigation risk from [243.48 Cr in Contingent
Liabilities.

» Other Financial Assets include [695.85 Cr in "Other recoverables,” while Other Financial Liabilities are
dominated by government scheme funds (PLI/SC Guarantee) totaling [2,518.13 Cr, which inflate the balance
sheet without providing operational liquidity.

 The financial character of IFCI Ltd in FY 2025 is defined by a transition from a lending institution to a
treasury-led entity, where reported Net Profit is decoupled from a massive CFO deficit, and solvency remains
entirely contingent on continuous capital support from the Government of India amidst a deeply negative
CRAR and a shrinking, highly-impaired loan book.

3.3 Contingent Liabilities & Commitments

« Total Contingent Liabilities: Increased to [243.48 Cr in FY25 from [208.36 Cr in FY24.

* Income Tax Matters: [105.15 Cr in disputes, showing an increasing trend from [77.60 Cr.
« Claims not acknowledged as debts: [120.84 Cr.

* Service Tax /| GST: [11.36 Cr.

* Legacy Litigation: A significant case involving [24.41 Cr (principal) plus 19% compound interest since 2001
remains pending at the Supreme Court; no provision has been made.

 Capital Commitments: Undrawn commitments stand at [2.75 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

13

14

15

16

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from
related parties %

Inventory vs revenue
growth

Inventory valuation
method change

Exceptional items in
operating profit

Depreciation rate vs
useful life policy

Provision reversals
boosting PAT

Tax rate consistency
+ cash tax vs P&L
tax

CWIP age and
stalling projects

Deferred tax asset
recognition

adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Audit Black Box (PLI/
SDF)

Stale Valuations

Impact

Profit 1 — earnings
overstate cash

Revenue | — credit
risk rising

Revenue t —
aggressive
recognition

Neutral —
government reliance

Neutral — non-core
item

Neutral — no policy
shift

Profit { — non-
recurring impact

Profit 1 — low
charge

Profit 1+ — non-cash
boost

Profit | — high tax
leakage

Neutral — low
exposure

Profit 1 — valuation
risk

Neutral — structural
shift

Neutral — no
payout

Revenue 11 —
unverified data

Profit 1 — asset
overstatement

Status

O

Evidence

PAT 849 Cr; CFO -
984 Cr

Receivables [211
Cr; Rev Growth
-5.48%

Stage 3 Interest
[106.16 Cr

GOl Infusion 500
Cr

Inventory [68 Cr;
Revenue 1,879 Cr

No change reported

Exceptional Items -
[B3.00 Cr

Depre. [83 Cr;
Gross Block [2,200
Cr

Impairment
Reversal [224.85
Cr

Tax % 53.00; Cash
Tax (45 Cr

CWIP 23 Cr
(FY25) vs (13 Cr
(FY24)

Investments
15,323 Cr

Portfolio Transfer
(Auditor Report)

Div. Payout 0%;
FCF -[1,011 Cr

Auditor Report
p.162

CAG Audit p.44

Notes Detail

Massive divergence driven by [1,612 Cr
working capital outflow and non-cash
impairment reversals.

Note 10: Undisputed receivables with
significant credit risk increase suggest
deteriorating asset quality.

Note 40(iii): Policy inflates gross interest
income and bad debt expense without
impacting net profit.

Note 40(i): Heavy dependence on
promoter (GOI) for survival as CRAR
remains negative at -23.04%.

Inventory is immaterial to operations;
primarily relates to seized assets or
minor product sales.

Accounting policies show no material
deviation in valuation methodology for
the small inventory base.

Minimal impact on current year earnings;
items are clearly segregated from core
financing profit.

Note 35: Depreciation remains stable
YoY; no aggressive changes in useful life
estimates noted.

Note 32: Net credit to P&L from loan loss
allowance reversals masks underlying
operational weakness.

Significant gap between P&L tax
provision and cash tax paid suggests
large deferred tax adjustments.

Capital work in progress is not material,
no evidence of large-scale project stalling
or impairment.

Accounting Policy: Use of management
estimates for unquoted subsidiary
valuations creates estimation uncertainty.

Auditor's Report: Intra-group asset
transfers used to consolidate operations,
hollowing out subsidiary core.

Company is in capital conservation
mode; negative FCF precludes any
shareholder distributions.

Nodal ministry restricted auditors from
reviewing specific case files for PLI and
SDF schemes.



# Check Impact Status Evidence Notes Detail

In 36 cases, investment values were
based on old dates rather than the
reporting date of March 31, 2025.

Aggressive Asset Profit 1 — loss Management used the higher of two
17  Valuation (Shiga . g CAG Audit p.44 independent valuations to avoid a larger
avoidance )
Energy) write-down.
. Shift from portfolio to account-level ECL
ECL Methodology Profit 11 — . -
18 ) L O Note 40(viii) increased provisions by [290.86 Cr,
Shift estimation risk

suggesting prior under-provisioning.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion Type: Unqualified (Consolidated). * KAM 1: Impairment
of Loan Assets (ECL): Significant estimation uncertainty in PD/LGD models. Shift to account-level ECL resulted
in a [290.86 Cr increase in provisions, signaling previous models likely understated risk. * KAM 2: Capital
Adequacy (CRAR): Flagged at (-)23.04%, significantly below the RBI mandate of 15%. Survival is explicitly
linked to GOI capital infusions. * KAM 3: Going Concern (IFCI Factors): Subsidiary sold its entire portfolio to
the parent; survival is entirely dependent on the Group revival plan. * KAM 4: Audit Limitation (PLI/SDF): A
critical "black box" exists as the Nodal Ministry restricted auditors from reviewing specific case files for PLI and
SDF schemes, despite these driving the "Advisory" pivot. * KAM 5: Conflict of Interest (SDF): Acting as both
advisor to applicants and nodal agency for due diligence. * CAG Supplementary Audit Flags: Identified
investment understatements (Sun Granite), overstatements (Prabhans Industries), stale valuations in 36 cases,
and asset overstatement in Shiga Energy (using higher of two valuations).

B. Related Party Transactions | Party | Relationship | Nature | Amount (CJCr) | Concern | |:---|:---|:=--|:=--|:=--| |
President of India (Gol) | Promoter | Equity Infusion | 500.00 Cr | Dependency Risk | | President of India
(Gol) | Promoter | Share Application Money | 500.00 Cr | Dependency Risk | | IFCI Factors | Subsidiary |
Portfolio Purchase | Not Disclosed | Aggressive Consolidation | | Govt Ministries | Nodal Agency | Scheme
Management Fees | 594.87 Cr | Concentration Risk |

* RPT Risk Checks: % of Revenue is 53.21% (GOl Infusions / Total Revenue), indicating Extreme
Dependency.

* Red Flag: IFCI Ltd purchased the entire loan portfolio of IFCI Factors, effectively ending the subsidiary's
independent commercial viability to consolidate assets at the parent level.

C. Shareholding | Shareholder | Mar 2025 | Mar 2024 | |:---|:---|:---| | Promoters (Gol) | 72.57% | 70.32% | | Flis |
2.45% | 2.45% | | Dlls | 1.95% | 1.95% | | Public | 23.03% | 25.28% | * Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Total Directors: 8. * Independent %: 12.50% (Only 1
Independent Director). Gross violation of SEBI LODR. * Women Directors: 0. Non-compliance with SEBI
LODR and Companies Act. * KMP Compensation: Total KMP rem was [2.05 Cr in the prior year; specific
FY25 individual breakouts were not disclosed. * Governance Gap: Lack of a fully constituted Nomination &
Remuneration Committee due to the absence of Independent Directors means KMP pay lacks independent
oversight.

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (OCr) | Signal | |:---|:---|:---|:---] | Dividends |
0.00 | 0.00 | ] | Equity Issuance | 500.00 | 500.00 | Positive | | Net Debt Change | -1,653.00 | -525.00 |
Positive | | Capex | 46.86 | 44.04 | O] | Interest Payments | 535.04 | 571.00 | O| | Impairments (Reversal) |
(224.85) | (294.28) | O]



CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio is -21.00x. Operations are burning cash, providing
zero coverage for maintenance. * Nature of Capex: Primarily IT infrastructure to support the "Advisory" pivot. *
Key Takeaways: Capex of [46.86 Cr is a survival necessity for the fee-based model but remains un-
funded by the core business.

H. Risks * Regulatory Insolvency: CRAR at (-)23.04% vs 15% mandate. Impact: Potential license cancellation
by RBI. (OHigh) * Earnings Quality: CFO (-[984 Cr) vs PAT (+[B49 Cr). Impact: Profits are non-cash and driven
by accounting reversals. ([JHigh) * Audit Black Box: Auditors barred from PLI/SDF files. Impact: 31.71% of
revenue is unverified by independent audit. (CHigh) * Governance Failure: Only 1 Independent Director; O
Women. Impact: Continued SEBI fines and lack of oversight. (OHigh) * Valuation Risk: CAG identified multiple
overstatements and stale valuations. Impact: Reported Net Worth is likely inflated. (OMed)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. ) Zero new disbursements; 31% Core lending is dead; pivot is low-
Business Quality 1 - - . e
revenue from unverified Gol fees margin and unverified.
. . CRAR -23.04%; CFO -[984 Cr; D/E Technically insolvent; survival
Financial Health 1 - . . : .
0.43x (distorted) depends entirely on Gol infusions.
. ) CFO < PAT; [224 Cr impairment Profits are accounting artifacts; cash
Earnings Quality 1 - . . .
reversal; CAG valuation flags flow is deeply negative.
Management & 1 12.5% Independent Directors; O Gross regulatory non-compliance and
Governance - Women; Audit limitations lack of transparency.
Capital Allocation & 1 ROCE < Cost of Debt; Capex funded Value-destructive model relying on
Earnings Visibility - by dilution; negative FCF sovereign dilution to pay debt.

BUSINESS POSITIVES (for this company this year) * [I][Debt Reduction]: Significant reduction in high-cost
debt securities by [11,317.82 Cr and closure of the KfW line. * O[Sovereigh Support]: Continued equity infusion
of (1,000 Cr (Equity + Application Money) from the Gol. * ([Advisory Traction]: Successfully acting as PMA for
10 out of 14 PLI schemes, generating [694.87 Cr in fees. * [JJRecovery Focus]: Recovered [580 Cr from the
legacy toxic book in FY25.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * (l[Insolvency]: CRAR remains deeply
negative at (-)23.04%, far below the RBI's 15% requirement. * [J[Cash Flow Stress]: CFO is a massive
negative [984 Cr against a reported PAT of [B49 Cr. * J[Governance Breach]: Gross violation of SEBI LODR
with only 12.5% Independent Directors and zero Women Directors. * [J[Audit Limitation]: Auditors were
restricted from reviewing files for schemes contributing 31.71% of revenue. * O[Earnings Manipulation]: Profit
was boosted by a [224.85 Cr non-cash impairment reversal and [1106.16 Cr in Stage 3 interest inflation. * [
[Valuation Flags]: CAG identified 36 cases of stale valuations and intentional use of higher valuations to avoid
write-downs.

OVERALL SCORECARD SUMMARY IFCl is a "zombie" institution that is technically insolvent and survives
solely on annual sovereign life support. Its financial strength is non-existent, with deeply negative cash flows and
a capital adequacy ratio that violates all regulatory norms. Earnings quality is extremely poor, characterized by
accounting reversals and valuation "shopping" identified by the CAG. Governance is in a state of paralysis,
marked by gross regulatory non-compliance and audit limitations. The business is on a deteriorating trajectory
where a healthy subsidiary (SHCIL) is being cannibalized to hide the parent's terminal insolvency.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?
3 KMP pay < 5% of PAT?

RPT quantum < 5% of

revenue?
5 Board > 50% independent?
6 At least 1 woman director?
. 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

Status

O

O

Evidence
Unqualified (Consolidated)
0.00% pledged

Total KMP rem ~[2.05 Cr < 5% of [(B49
Cr PAT

GOl infusions/fees > 50% of revenue

Only 12.5% (1 of 8) are independent

0 Women Directors

None reported as material

No fraud reported in FY25
Reported as enabled

No frequent changes noted

THESIS: IFCI is a government-funded recovery vehicle and project management agency with a broken balance

sheet, undergoing a desperate consolidation to mask regulatory insolvency.

OVERALL STANCE: AVOID

RATIONALE: The core business is dead, cash flows are deeply negative, and the company is in gross violation
of governance norms. RE-EVALUATE WHEN: CRAR turns positive (>15%) through organic earnings rather than
just equity infusions. BULL CASE: Successful merger with SHCIL leads to a massive re-rating of the
consolidated balance sheet and a return to lending (Magnitude: 50% upside). BEAR CASE: RBI cancels the
NBFC license due to persistent CRAR failure or the SHCIL merger is blocked (Magnitude: 80% downside). KEY

MONITORABLE: CRAR: -23.04% - watch threshold: >0%



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /
Theme

Summary A Status

400 Cr Gol infusion utilized

Summary B Status

(1,000 Cr Gol infusion (Equity +

Forensic Takeaway

Capital is no longer being used for

Capital . . Application) consumed by deleveraging but is now required in
. primarily for aggressive debt ) . . . .
Allocation reduction operating cash outflows and increasing quantities to fund a massive
uction.
liability settlements. operating cash burn.
. . . Financing Margin at 35% Reported margins are an accounting
i Financing Margin at 35% . . .
Margin supported by a [224 Cr reversal  mirage sustained by non-cash credits and
. supported by a [B35 Cr non- . . o n
Trajectory . . and 106 Cr in Stage 3 interest aggressive interest recognition on non-
cash impairment reversal. . i )
inflation. performing assets.
. CFO collapsed to negative [884  The pivot to advisory services has resulted
. CFO stood at a marginal (12 ] ) ) )
Working . . Cr while auditors were barred in a total breakdown of cash conversion,
. Cr with receivables at [B06 . .
Capital c from verifying 31% of revenue exacerbated by a "black box" regarding
r.
(PLI fees). the verification of government fee income.
. . . o . Management is attempting to use the
Triumphant regarding the Cautiously optimistic, focusing e
Management ) . . o L merger of a healthy subsidiary to mask the
first accounting profit in on "strategic diversification" and o
Tone terminal insolvency and cash-flow vacuum

Forensic Risk

seven years.

CAG identified a specific
[250 Cr profit overstatement
due to legacy loan under-
provisioning.

the SHCIL merger.

CAG identified "valuation
shopping” and 36 cases of stale
asset valuations to avoid write-
downs.

of the parent entity.

Forensic risk has evolved from simple
under-provisioning to active manipulation
of asset valuations to protect the reported
net worth.

7.2 Persistent Patterns

* Technical Insolvency: The company remains fundamentally bankrupt with a CRAR that is deeply negative
(-48.35% to -23.04%), consistently failing to meet the RBI's 15% regulatory mandate.

» Governance Paralysis: There is a persistent and gross violation of SEBI LODR requirements, with the
board consistently lacking the required number of Independent and Women Directors across both periods.

» Core Business Moratorium: The legacy lending business is in terminal runoff, characterized by zero new
loan sanctions and zero disbursements for three consecutive years.

» Sovereign Life Support: Survival is entirely contingent on annual equity infusions from the Government
of India, without which the entity would face immediate regulatory or credit default.

* Negative Free Cash Flow: Despite reporting accounting profits, the business cannot generate positive
Free Cash Flow (-[24 Cr to -[1,011 Cr), rendering it unable to service its debt base organically.

» Audit Transparency Issues: Financial reporting is consistently clouded by significant auditor and CAG
concerns, ranging from disputed impairment levels to explicit restrictions on auditing government scheme
files.

* Subsidiary Cannibalization: Management continues to rely on subsidiary value (SHCIL)—either through
dividends or proposed merger—to provide the only tangible substance to an otherwise hollowed-out parent
balance sheet.

v5-Gemini | 124 pages | 141 chunks
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