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Analytical point

IFCl is a technically insolvent "zombie" institution transitioning from a failed lending model to a low-margin
government advisory and Project Management Agency (PMA) role.

Revenue of [1,699 Cr is increasingly concentrated, with 56.82% of operating income now derived from
government agency fees across 16+ PLI schemes.

Core lending operations have effectively ceased, resulting in a business model characterized by high
dependency on sovereign mandates and low-margin fee income.

Net loss narrowed to -[120 Cr, though this improvement is superficial as it was driven by de-recognizing
interest on NPAs and [263.87 Cr in technical write-offs.

The balance sheet is in regulatory breach with a CRAR of -70.66%, far below the RBI mandate, rendering the
entity's survival entirely dependent on Gol capital.

Liquidity is at a critical juncture with (1,643 Cr in debt maturing within 12 months against a meager cash
buffer of only (110 Cr.

Cash Flow from Operations (CFO) remains deeply negative at -[B36 Cr, confirming the company's inability to
generate internal liquidity to service its massive debt obligations.

Total borrowings were reduced by [1,075 Cr (15% YoY) through aggressive liquidations, while the Gol
increased its stake to 70.32% via a [400 Cr infusion.

Earnings quality is severely compromised by a [283.43 Cr overstatement of assets flagged by the CAG and
an auditor scope limitation regarding PLI scheme files.

Governance has collapsed, evidenced by the total absence of Independent and Women Directors for the full
year, resulting in [B.47 Cr in regulatory fines.

Subsidiary risks are acute, with IFCI Factors flagged as a "going concern” risk due to 97% NPAs, though
SHCIL remains a sole bright spot providing [B7.41 Cr in dividends.

Investment View: Avoid; the entity is uninvestable for private capital until CRAR exceeds 15% and board
compliance is restored. Monitor net cash flow and SHCIL monetization.

1. Business overview (In Bullet Points)

Sentiment

* Business Segments: IFCI is undergoing a structural pivot from a traditional Development Financial
Institution (DFI) to a government-centric advisory firm. It has effectively ceased new lending (zero sanctions/
disbursements in FY 2022-23).

* Revenue Drivers: The business now rests on three pillars: Advisory Services (Project Management Agency
for 16+ PLI schemes), NPA Recovery (aggressive recovery of legacy bad loans), and Subsidiary Dividends
(primarily from Stock Holding Corporation of India - SHCIL).

« Cost Drivers: Dominated by massive finance costs (565 crore interest paid) and impairment allowances.
The company faces "negative operating leverage" where fixed employee costs and debt obligations must be
met by dwindling interest income.



¢ Industry Position: Occupies a unique niche as a Gol-controlled NBFC. While its position as a lender has
evaporated due to rating constraints and a decimated balance sheet, it is positioning itself as a specialized
nodal agency for the AatmaNirbhar Bharat initiative.

» Expansion Plans: Focus is on "reskilling" the workforce for techno-financial appraisals and due diligence for
high-tech schemes like the India Semiconductor Mission.

» Acquisitions & Capital Structure: The Gol infused [#00 crore in FY 2022-23 (and another [400 crore in
April 2023), increasing its stake to 70.32%. This is characterized as a "survival infusion."

» Geographical Presence: Operates as a nodal agency across India for various central government ministries
(Electronics, Chemicals, Fertilizers).

» Segment Performance: The company reports only one segment (Financing). However, "Scheme
Management Fees" from PLI/SDF schemes now constitute 56.82% of operating revenue, indicating the pivot
is well underway.

2. Management commentary & outlook

* Management has explicitly shifted the strategic narrative toward becoming a "preferred advisor to the
Government of India," admitting IFCI can no longer compete as a commercial lender.

* The primary focus is on liquidity management and meeting debt obligations to avoid default; management
highlighted servicing [1,832 crore of debt (including prepayments) as a key success.

» Growth guidance is centered on the PLI ecosystem, seeking to create a "moat" of specialized government
advisory that private NBFCs cannot easily replicate.

* Management views the India Semiconductor Mission and other techno-financial appraisal mandates as the
long-term vision for the firm's sustainability.

 There is a heavy emphasis on "aggressive recovery measures" to shore up the balance sheet, though actual
results show a high reliance on technical write-offs.

« Management attributes the total lack of Independent Directors (zero for the entire FY) to the Government of
India being the sole appointing authority, effectively deflecting responsibility for SEBI LODR non-compliance.

* The "Going Concern" assumption is maintained despite a CRAR of -70.66%, with management relying
entirely on the "sovereign umbrella" of continued Gol capital infusions.

 Management Tone Verdict: The tone is survivalist and deflected. While the narrative focuses on a
"transition" to advisory, the underlying reality is a struggle for solvency. Management relies heavily
on sovereign support and government mandates to mask a fundamentally broken lending business
and aggressive accounting practices (as noted by the CAG regarding failed write-offs).



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2023 Mar 2022
Revenue 1,699 1,556
Sales Growth % 9.23 -25.28
Interest 642 943
Expenses 986 2,108
Material Cost % 0.27 1.68
Raw material cost 4.66 26.08
Manufacturing Cost % 8.72 14.14
Employee Cost % 17.91 20.02
Other Cost % 31.08 99.69
Financing Profit 72 -1,496
Financing Margin % 4 -96
Other Income 28 39
Exceptional items -1 -1
Other income normal 29 40
Depreciation 74 66
Profit before tax 26 -1,523
Tax % 559 16
Net Profit -120 -1,761
Profit from Associates 0 0
Minority share -88 -70
Exceptional items AT 5 -1
Profit excl Excep -124 -1,760
Profit for PE -212 -1,830
Profit for EPS -208 -1,831
Profit Growth % 88 6
EPS (O -0.95 -8.71

Dividend Payout % 0 0



Balance sheet ([ICr)

Line item Mar 2023 Mar 2022
Equity Capital 2,196 2,103
Reserves 1,571 715
Borrowing 6,020 7,095
Other Liabilities 7,152 5,574
Non controlling int 2,902 2,236
Trade Payables 275 391
Other liability items 3,975 2,947
Total Liabilities 16,939 15,487
Fixed Assets 1,764 1,741
Land 148 159
Building 536 509
Plant Machinery 125 111
Equipments 74 62
Furniture n fittings 40 39
Vehicles 4 5
Intangible Assets 447 447
Other fixed assets 785 736
Gross Block 2,158 2,068
Accumulated Depreciation 395 327
CWIP 11 16
Investments 7,700 6,541
Other Assets 7,464 7,190
Inventories 71 74
Trade receivables 239 243
Receivables over 6m 9 82
Receivables under 6m 271 197
Prov for Doubtful -41 -37
Cash Equivalents 3,757 2,294
Loans n Advances 70 37
Other asset items 3,326 4,542

Total Assets 16,939 15,487



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
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* Revenue grew 9.23% to [1,699.00 Cr, but quality is compromised by a change in accounting policy where
de-recognizing interest on Stage 3 assets reduced Revenue by [209.50 Cr, while the pivot to "Scheme



Management Fees" ((50.37 Cr) from PLI/SDF schemes indicates a shift toward a service-based model to
offset lending losses.

* Financing Profit improved to [72.00 Cr from a loss of [1,496.00 Cr, yet Net Profit remained negative at -
[120.00 Cr due to a massive Tax % of 559% and high Finance Cost of [#,590.31 Cr, which continues to drain
operating gains.

« Total Debt (Borrowings) decreased to [6,020.00 Cr from [7,095.00 Cr, but the company faces a critical
liquidity mismatch with [1,643.01 Cr in financial liabilities maturing within 12 months against only [110.38 Cr
in immediate Cash, leading to a Net Cash Flow of only [70.00 Cr.

» Working Capital is severely stressed as Cash from Operating Activity (CFO) remained negative at -[836.00
Cr, primarily dragged down by Operating borrowings outflows of -[875.00 Cr and Working capital changes of -
[491.00 Cr, despite a reduction in Trade Receivables to [239.00 Cr.

» Asset Quality remains the primary concern with Gross NPA at [5,749.06 Cr; although provisions for NPA
decreased, this was artificially aided by technical write-offs of [145.03 Cr and other write-offs of [(118.84 Cr
rather than organic recoveries.

* Net Worth improved to [B,767.00 Cr, supported by Proceeds from shares ([93.00 Cr) and Share application
money ([407.00 Cr) in the Financing Activity, yet the regulatory Capital to Risk Assets Ratio (CRAR) is a
staggering (-) 70.66%, signaling technical insolvency.

* Investments rose to [7,700.00 Cr, but the Balance Sheet is bloated by intra-group exposure of [1,546.45 Cr
(13.33% of total) and questionable Deferred Tax Assets (DTA) of [86.38 Cr in subsidiaries with no running
business model.

« Other Liabilities spiked to [7,152.00 Cr, including a rise in Other liability items to [8,975.00 Cr, which
includes [2,349.99 Cr in other financial liabilities that are poorly explained but likely relate to accrued interest
on legacy debt.

* Fixed Assets remained stable at [1,764.00 Cr with minimal Capex of [65.55 Cr, while Depreciation of [¥4.00
Cr was offset by Fixed assets sold ([17.98 Cr), reflecting a lack of new infrastructure investment.

» Governance Risk is highlighted by Other Expenses including [B.47 Cr in stock exchange fines for board
non-compliance and an auditor scope limitation regarding PLI/SDF scheme files, which represent the
company's primary new Revenue stream.

* Return Metrics like ROE (-3.19%) and PAT Margin (-7.06%) remain negative, and while Interest Coverage
marginally turned positive to 1.04x, the business remains unable to generate Free Cash Flow (FCF) (-£B83.00
Cr), necessitating continued external capital dependency.

» Other Assets are impacted by [70.37 Cr in provisions against miscellaneous receivables, suggesting 67% of
these items are unrecoverable; Other Expenses were distorted by a [207.02 Cr reduction in NPA provisions
which was actually driven by technical write-offs.

* IFCI Ltd is currently a "zombie" institution characterized by technical insolvency (CRAR -70.66%),
where a pivot to government agency fee income and accounting-led NPA reductions are insufficient
to cover a massive legacy Finance Cost and structural liquidity deficits.

3.3 Contingent liabilities & commitments

« Stock Holding Corp Litigation: Material litigation involving subsidiary SHCIL regarding FD security deposits
with the Kolkata High Court remains pending; no provision has been made.

« Fire Liability: A fire at SHCIL Document Management Services Limited premises has created potential
unquantified liabilities to third parties.

* Undrawn Commitments: The company has undrawn lending commitments of [15.14 Cr.

» Guarantees: Financial guarantees for "Others" (Stage 1) carry a high loss allowance of [B2.89 Cr against a
gross exposure of [45.81 Cr, suggesting an expected 71% default rate.



» Tax Disputes: While not explicitly tabled, the 559% effective tax rate reflects significant non-recognition of
tax benefits and potential disputes.

3.9 Earnings quality & forensic checks
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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

CWIP age and stalling
projects

Deferred tax asset
recognition adequacy

RPT quantum and trend

Dividend paid vs FCF
adequacy

Negative CRAR

Auditor Scope Limitation

Going Concern Doubt

Asset Overstatement
(CAG)

Impact

Profit 1 — earnings
overstate cash

Revenue 1| — asset
quality risk

Revenue | —
conservative shift

Profit 1 —
dependency risk

Neutral — negligible
impact

Profit t+ — valuation
risk

Profit 1 — non-
recurring boost

Profit | — accelerated
cost

Profit 1 — accounting
cleanup

Profit 1 — tax anomaly
Neutral — minimal
impact

Profit 1 — aggressive
accounting

Profit 11 —
governance risk

Profit 1 — capital
erosion

Profit | — solvency
risk

Revenue 11 —
transparency risk

Neutral — survival risk

Profit | — valuation
risk

Status

Notes detail

CFO remains deeply negative despite a reduction in
reported losses, indicating poor cash conversion.

Subsidiary MPCON has [8.35 Cr in debtors >3 years
potentially hit by Limitation Act.

Note 40(jii): Shift to de-recognizing interest on NPA
assets aligns with conservative RBI IRACP norms.

Heavy reliance on subsidiary dividends and government
agency fees ([560.37 Cr) for survival.

Inventory is a minor component for this financial services
firm.

Auditor Note: Land lease expired Sept 2022; treating as
asset pending renewal is aggressive.

Small positive impact from exceptional items compared to
the massive operating financing profit swing.

Depreciation trend is consistent with asset base.

Note 56(xvii): "Reduction" in expenses driven by
technical write-offs rather than actual credit recovery.

559% effective tax rate reflects lack of tax benefit for
losses and DTA caution.

CWIP is immaterial relative to the 16,939 Cr balance
sheet.

Auditor Note: DTA recognition violates Ind-AS 12 as there
is no "probable taxable profit" in the subsidiary.

Auditor Point 3: Severe conflict of interest in SDF scheme
management undermines appraisal independence.

Paying dividends while technically insolvent (CRAR
-70.66%) and FCF negative is unsustainable.

Regulatory insolvency; company has no regulatory
capital left.

Ministry restricted auditors from reviewing files for the
primary new revenue stream.

Auditor explicitly flagged "material uncertainty" for
subsidiary with 97% NPAs.

CAG identified failed write-offs and outdated valuations
for equity investments.



4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion Type: Unqualified (Consolidated).

*« KAM 1: Impairment of Loan Assets (ECL): The auditor flagged the high degree of estimation uncertainty in
the ECL model, specifically regarding "Significant Increase in Credit Risk" (SICR) triggers and Probability of
Default (PD) assumptions.

* KAM 2: Valuation of Derivatives: Auditor concern focused on the use of Level 2 and Level 3 inputs for
FVTPL derivatives and the complexity of hedge accounting.

« Emphasis of Matter:
o Litigation Risk: Pending litigation involving subsidiary SHCIL regarding FD security deposits with the
Kolkata High Court; no provision made.
o Operational Risk: A fire at SHCIL DMS premises created unquantified third-party liabilities.

> Scope Limitation: The Nodal Ministry restricted auditors from reviewing files related to PLI and SDF
schemes, preventing verification of data for a major fee-income stream.

» Other Matter: Material uncertainty exists regarding the Going Concern status of subsidiary IFCI Factors Ltd,
which has 97% NPAs and no new business.

» Material Weaknesses: Fines of [B.47 Cr were levied by BSE/NSE for non-compliance with SEBI LODR
regarding Board and Audit Committee composition.

B. Related party transactions

Relationship Amount (CCr) Concern
Govt of India Promoter Agency Fees (SDF/PLI) 50.37 Cr Conflict of Interest
SHCIL Subsidiary Dividend Received 37.41 Cr Dependency Risk
SHCIL Subsidiary Rent Received 2.59 Cr Neutral
IIDL Subsidiary Interest Paid 8.95 Cr Cash Leakage

« Conflict of Interest: The auditor highlighted a severe conflict where IFCI acts as a consultant for borrowers
applying for SDF loans while simultaneously acting as the government's nodal agency for due diligence on
those same applications.

* Transparency: Government refusal to allow auditor access to PLI/SDF files (the primary RPT revenue
source) is a major red flag.

« Intra-group Exposure: Total intra-group exposure stands at [1,546.45 Cr (13.33% of total exposure).
C. Shareholding

* Promoter (Gol): 66.35% (Mar 2023), increased to 70.32% post-FY23 via (400 Cr infusion.
* Flis: 2.07% | DlIs: 2.44% | Public: 29.14%.
* Pledged Shares: 0.00%.

D. Board composition + KMP compensation

» Total Directors: 8.

* Independent %: 12.50% (Only 1 Independent Director). This is a gross violation of SEBI LODR
requirements.



* Women Directors: 0 (Non-compliance noted).

* KMP Compensation: Specific figures for MD & CEO Manoj Mittal and CFO Suneet Shukla were not
disclosed in the summary. However, the company incurred [B.47 Cr in fines due to the Board's inability to
maintain a compliant structure.

F. Capital allocation & capex

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

Dividends 0.00 Cr 0.00 Cr 0.00% —
Equity Issuance 100.00 Cr 0.00 Cr N/M Positive
Net Debt Change -1,075.00 Cr -3,607.00 Cr N/M —
Capex 65.55 Cr 31.14 Cr N/M —
Interest Payments 50.00 Cr 0.00 Cr N/M —
Asset Sales 17.98 Cr 0.00 Cr N/M —
Technical Write-offs 263.87 Cr Not disclosed N/M —

CAPEX Analytical Notes: * CFO Coverage: CFO/Capex ratio is negative. Capex of [65.55 Cr is funded by
equity dilution (GOI infusion) as operations are cash-consumptive. * Nature: Primarily maintenance and IT-
related to support the pivot toward "Advisory Services." * Efficiency: Revenue grew 9.23% while Capex
doubled, but the core lending business is in terminal decline. * Takeaway: The [65.55 Cr capex is a pivot
attempt toward a fee-based model, but it is insufficient to offset the massive capital erosion in the lending book.

H. Risks

* Regulatory Insolvency: CRAR at (-) 70.66%,; potential cancellation of NBFC license and total reliance on
GOl support.

e Scope Limitation: Ministry restricted auditor access to PLI/SDF files; inability to verify [50.37 Cr of fee
income.

* Credit Concentration: Power and Road sectors account for [2,022.32 Cr of exposure; high vulnerability to
sector-specific defaults.

» Going Concern: Subsidiary IFCI Factors has 97% NPAs and no new business; risk of total loss of
investment.

e Litigation: SHCIL FD security deposit case in Kolkata HC; unprovisioned "black swan" liability.

 Refinancing Risk: [11,643.01 Cr in liabilities mature within 12 months against only [110.38 Cr in immediate
cash.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

Zero new sanctions: 56% Core lending business is dead; pivot to
) (]

Business quality 2 - government advisory is low-margin and high-
revenue from agency fees

dependency.
. . CRAR -70.66%; CFO -[B36 Technically insolvent and unable to generate

Financial health 1 ! . . .

Cr operating cash to service massive debt.

. ) [263 Cr write-offs; Auditor Profits are accounting-driven; auditors cannot

Earnings quality 1 ! o . -

scope limitation verify primary new revenue stream.
Management & T . 0 Women Directors; 12.5% Total breakdown of independent oversight and
governance Independent; [B.47 Cr fines persistent regulatory non-compliance.
Capital allocation & 9 Capex funded by GOI Reinvesting for survival rather than growth;
earnings visibility - infusion; FCF -[B83 Cr returns remain below cost of capital.

Business positives (for this company this year) * Government Support: Received [400 Cr capital infusion
from Gol, with another [#00 Cr committed, ensuring short-term survival. * Strategic Pivot: Successfully secured
mandates for 16+ PLI schemes, generating [50.37 Cr in fee income. * Debt Reduction: Total borrowings
decreased by 1,075 Cr (15% YoY) through aggressive repayments and liquidations. * Subsidiary Value:
SHCIL remains a strong performer, contributing [B7.41 Cr in dividends.

Business negatives | concerns (for this company this year) * Regulatory Insolvency: CRAR of -70.66% is
far below the RBI mandate, making the firm technically insolvent. * Governance Failure: Operated with zero
Independent Directors for the full year, resulting in [B.47 Cr in SEBI fines. * Audit Red Flag: Auditors were
restricted from reviewing files related to the PLI/SDF schemes (the primary growth driver). * Cash Flow
Stress: CFO remained negative at -[836 Cr, while [1,643 Cr in debt matures within 12 months. * Accounting
Quality: [263.87 Cr of NPA reduction was driven by technical write-offs rather than cash recoveries. *
Subsidiary Risk: IFCI Factors flagged for "material uncertainty" as a going concern with 97% NPAs.

Overall scorecard summary IFCI Ltd is a "zombie" institution that is fundamentally insolvent, with a CRAR of
-70.66% and negative operating cash flows. The company’s survival is entirely contingent on continuous capital
infusions from the Government of India and its pivot to a low-margin government advisory model. Governance is
at a nadir, characterized by a lack of independent directors and significant auditor scope limitations. The
trajectory is deteriorating as legacy debt costs continue to overwhelm the nascent fee-based income.



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 =

Total: 5/10 — Governance Rating: 1
Part c: investor verdict

Thesis: IFCI is a technically insolvent government proxy transitioning from a failed lender to a specialized
project management agency. Overall stance: Avoid Rationale: The massive capital deficit (CRAR -70.66%) and
total breakdown in governance make it uninvestable for private capital. Re-evaluate when: CRAR turns positive
(>15%) and a fully compliant Board of Directors is appointed. BULL CASE: Massive Gol recapitalization
(>[5,000 Cr) and successful monetization of SHCIL at a high valuation. BEAR CASE: Cancellation of NBFC
license by RBI or a ruling against SHCIL in the Kolkata HC litigation. Key monitorable: Net Cash Flow: [¥0 Cr
- Watch for negative turn.



	Annual Report Analysis (Consolidated)
	Investor Snapshot
	1. Business overview (In Bullet Points)
	2. Management commentary & outlook
	3. Financial analysis
	3.1 Financial statements
	P&L statement (₹ Cr)
	Balance sheet (₹ Cr)
	Cash flow statement (₹ Cr)

	3.2 Financial analysis summary
	3.3 Contingent liabilities & commitments
	3.9 Earnings quality & forensic checks

	4. Management & governance
	A. Auditor report & key audit matters
	B. Related party transactions
	C. Shareholding
	D. Board composition + KMP compensation
	F. Capital allocation & capex
	H. Risks

	5. Scorecard & verdict
	Part a: scorecard
	Part b: governance check matrix
	Part c: investor verdict



