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Development Finance Institution
Debt-Service Coverage Ratio

Industrial Development Bank of India
Medium-Scale Industry

Overseas Economic Cooperation Fund
Reserve Bank of India

Return on Equity

State Financial Corporation

Small Industries Development Bank of india
Statutory Liquidity Ratio

Small- and Medium-Scale Industry
Small-Scale Industry

NOTES

The fiscal year of the Government of India and IDBI ends on 31 March.

In this Report, "$" refers to US dollars.
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Loan ldentification

OOk WP

Country

Loan Number
Loan Title
Borrower
Name of DF!
Amount of Loan

Loan Data

1.

Appraisal
~ Date Started
— Date Completed

Loan Negotiations
— Date Started
— Date Completed

Date of Board Approval
Date of Loan Agreement

Date of Loan Effectiveness
— in Loan Agreement

— Actual

— Number of Extensions

Closing Date for Commitments
— In Loan Agreement

— Actual

— Number of Extensions

Closing Date for Disbursements
— In Loan Agreement

— Actual

— Number of Extensions

Terms to the Borrower
— Interest Rate

— Maturity

— Grace Period

— Repayment Terms

Terms of Relending
— Interest Rate
(IDB! to State Financial
Corporation (SFCs)

Maturity

Grace Period

Free Limit
Repayment Terms

(i)

BASIC DATA

India

855—IND

Small- and Medium— Scale Industries Project
Industrial Development Bank of India (IDBI)
industrial Development Bank of india

$100.0 million from ordinary capital resources

06 July 1987
24 July 1987

14 September 1987
17 September 1987

03 November 1987

16 December 1987

15 March 1988
24 February 1988
None

24 February 1991
24 February 1991
None

24 February 1992
24 February 1993
Two

Variable interest rate

15 years

3 years

15 years including 3 years grace
(fixed —type amortization)

a) 10.0 per cent per annum for
small—scale industries (SSis)
(9.0 per cent in backward areas)

b) 10.5 per cent per annum for
medium—scale industries (MSIs)

8-9 years

1-2 years

None

Maximum of 15 years, including

maximum grace period of 3 years



(iii)

10. Interest Rate for Subloans
— Original (SFCs to sub—borrowers) a) 13.5 per cent for SSis
(12.5 per cent in backward areas)
b) 14.0 per cent for MSls

— Latest : Ceiling of 18 per cent
11. Disbursements .

— amount disbursed : $88,209,178.69

— amount cancelled : $11,790,821.31

C. Implementation Data

1.  Number of Subloans Made 1,332 (net of canceliations)

2. Sectoral Distribution of Subloans
Actual Loan Utilization

Actual
No. of Amount
Type of Industries Subiocans _ ($ million) %
a) Food Products 132 7.7 8.7
b) Textiles 164 8.8 10.0
c) Wood and Wood Products 12 0.8 0.9
d) Paper & Paper Products 71 4.5 5.1
e) Leather Products 41 2.7 3.1
f) Rubber Products 43 2.2 2.5
g) Chemical Products 173 10.5 11.9
h) Fertilizers 7 0.2 0.2
i} Nonmetallic Products 31 1.8 2.0
j) Basic Metal industries 44 2.9 3.3
k) Metal Products 72 3.8 4.3
1) Machinery 37 2.1 2.4
m) Electrical/Electronic Equipment 136 9.4 10.7
n) Transport equipment 32 1.8 2.0
o) Construction 7 0.6 0.7
p) Electricity—Gen & Distn. 1 0.1 0.1
~ q) Services 49 4.3 4.9
r) Miscelianeous 280 24.0 27.2
Total 1,832 88.2 100.0
3. Size of Subloans
No. of Amount
Range (%) Sublioans  ($ million) %
a) Less than 30,000 320 4.8 5.5
b) 30,000 - 40,000 162 5.3 6.0
¢) 40,000 - 50,000 149 6.1 7.0
d) 50,000 - 75,000 238 13.6 15.4
e) 75,000 - 100,000 149 11.5 13.1
fy 100,000 - 125,000 120 10.2 11.5
g) 125,000 — 150,000 71 8.0 9.0
h) 150,000 — 175,000 38 5.8 6.0
i) 175,000 - 200,000 19 2.9 3.3
j) 200,600 - 300,000 39 7.6 8.7
k) 300,000 — 400,000 12 3.9 4.4
) 400,000 -~ 500,000 1 0.4 0.5
m) Above 500,000 14 8.6 9.8

Total 1,332 88.2 100.0



Other Breakdown of Subloans

(iv)

No. of Amount
By Geographical Distribution Subloans  ($ million)
a) Northern a/ 37 2.6
b) North—Eastern b/ 7 0.2
c) Eastern ¢/ 85 4.4
d) Central d/ 301 18.2
e) Western e/ 272 14.7
f) Southern f{/ 630 48.0
Total 1,332 88.2
By Maturity
a) Up to 3 years 1 0.1
b) Over 8years to 5 years 37 3.0
c) Over 5yearsto 7 years 322 24.8
d) Over 7 years to 10 years 951 59.1
e) Over 10 years to 12 years 21 13
Total 1,832 88.2
By Purpose
a) New Companies 1,162 78.4
b) Expansion 170 9.8
Total 1,332 88.2
By Size of Project Cost
a) Less than RAs 1 million 4 0.2
b) Rs 1 million to Rs 5 million 830 47.0
c) Rs 5 million to Rs 10 million 407 24.1
d) Rs 10 million to Rs 20 million 58 8.8
e} Rs 20 million to Rs 30 million 24 4.0
f) Rs 30 million to Rs 40 million 5 2.8
g) Rs 40 million to Rs 50 million 4 1.4
Total 1,332 88.2
By SFC
a) Karnataka State Financial Corporation (KSFC) 243 20.7
b) Andhra Pradesh State Financial Corp. (APSFC}) 184 16.0
c) Uttar Pradesh Financial Corporation (UPFC) 261 15.6
d) Gujarat State Financial Corporation (GSFC) 241 13.2
e} Tamil Nadu Industrial Investment Corp. Ltd. (TIIC) 203 11.8
f) Bihar State Financial Corporation (BSFC) 80 3.2
g) Madhya Pradesh Financial Corporation (MPFC) 40 2.6
h) Maharashtra State Financial Corporation (MSFC) 31 1.6
i} West Bengal Financial Corporation (WBFC) ) 1.2
{) Haryana Financial Corporation {HFC) 17 1.1
k) Delhi Financial Corporation (DFC) 12 1.0
) Rajasthan Financing Corporation (RFC) 8 0.5
m) Assam Financial Corporation (AFC) 7 0.2
Total 1,332 88.2

a/ Comprises states of Haryana, Mimachal Pradesh, Jammu and Kashmir, Punjab, Rajasthan, union territories of

Chandigarh and Delhi.

b/ Comprises states of Assam, Manipur, Meghalaya, Nagaland, Tripura, Aranchal, Mizoram and Sikkim.
¢/ Comprises states of Bihar, Orissa, West Bengal and union territory of Andaman and Micobar islands.

d/ Comprises states of Madhya Pradesh and Uttar Pradesh.

e/ Comprises states of Gujarat, Maharashira, Goa, union territory of Dadra and Hagar Havell and Daman and Diu.
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f/ Comprises states of Andhra Pradesh, Karnataka, Kerala, Tamil Nadu and union territories of Lakshadweep and Pondicherry.



v)

Amount

By Country of Origin of Procurement (US$'000) %
a) Austria 130.5 0.5
b) Belgium 101.5 0.4
¢) Canada 408.8 1.7
d) China, People’s Republic of 7.2 0.0
e) Denmark ) 543.3 2.3
f) France 631.7 2.6
g) Hong Kong 1,169.7 4.9
h) italy 7,104.6 29.7
i)y Japan 1,973.9 8.2
i) Korea 643.1 2.7
k) Malaysia 265.5 1.1
) Netherlands 324.7 1.4
m) Singapore 599.0 2.5
n) Switzerland 869.4 3.6
o) Taipei, China 201.5 0.8
p) United States 2,319.9 9.7
q) United Kingdom 1,423.0 5.9
r) Germany 5,224.9 21.8
23,942.2 100.0
Data on Bank Missions
No. of No. of Specialization
Name of Each Mission Date Persons Man—days of Members
Fact—Finding Mission 24 March — 9 April 198, 3 51 Sr. Dev. Bank Specialist
Sr. Dev. Bank Specialist
SSI Specialist
Appraisal Mission 6—24 July 1987 5 81 Sr. Dev. Bank Specialist

Sr. Dev. Bank Specialist
Industrial Engineer
Senior Counsel

Sr. Programs Economis

Inception Mission 6—7 June 1988 1 2 Sr. Dev. Bank Specialist

Review—cum-—Fact- 23 April — 8 May 1991 5 72 Sr. Dev. Bank Specialist

Finding Mission Investment Officer

(2nd Bank Loan to IDBI) Young Professional
Young Professional
Economist

PCR Mission 13-27 September 199; 2 30 Investment Officer

Sr. Clerk(Project Adm.)

Related Loans

Amount Approved
Loan No. Date of Agreement ($ mn. equivalent)
To same DFl None
To other DFls in same Country
ICICI | 778—IND 03 April 1986 : 100.0
IFCI 975-IND 24 October 1989 150.0

iICICI 1072—IND 18 December 1990 120.0



I. BACKGROUND

A. The Bank Loan

1. In November 1987 the Bank approved a $100 million loan to the Industrial
Development Bank of India (IDBI) for onlending to private sector small- and medium-scale
industries (SMis) through selected State Financial Corporations (SFCs). SFCs are state-level
institutions established under the State Financial Corporations Act, 1951 for financing and
promoting SMis in their respective states. They are owned by the state governments (49 per
cent), IDBI (49 per cent), and various other financial institutions. The loan comprised two parts:
$50 million to finance equipment imports of medium-scale industries (MSls), and $50 million to
meet both foreign and local currency requirements of small-scale industries (SSis)'. Bank
funding was to cover 65 per cent of the IDBI refinance of SFC subloans to SSls, in order to limit
the amount of local cost financing involved. IDBI -- the main shareholder, source of refinance,
and supervisory agency for the SFCs -- was designated as the apex institution for administering
the Bank loan and monitoring SFC performance. The loan became effective in February 1988
and was closed in February 1993,

2. The loan had two main objectives: (i) to augment IDB!I's resources for financing
the establishment, modernization, and expansion of SMis; and (ii) to help improve the credit
delivery system through measures aimed at institutional strengthening of the SFCs. The loan
set performance targets to be met on a continuous basis by all participating SFCs, and assisted
IDBI in drawing up an action program aimed at improving their performance. The latter
comprised, inter alia, the establishment of annual collection ratios in consuitation with IDBI,
institution of setiannual portfolio reviews for early identification o problem accounts, setting up
of a Default Review Committee to improve recovery performance, periodic review of key financial
indicators, and improvement of training facilities. The performance targets for entry qualification
were a minimum return on equity (ROE) of 5 per cent, a minimum debt-service coverage ratio
(DSCR) of 1.05, and a maximum arrears ratio of 30 per cent. Stricter targets were set for
subsequent years. Based on these targets, 8 out of 18 SFCs were initially selected to participate
in the loan. Five SFCs were subsequently added, while 3 were disqualified due to failure to meet
the targets.

3. The Bank fielded a Project Completion Review (PCR) Mission from 13 to 27
September 1993. The Mission held discussions with IDBI and the newly established Small
Industries Development Bank of india (SIDBI), and visited SFCs in five states (Karnataka, Andhra
Pradesh, Uttar Pradesh, Maharashtra, and the Union Territory of Delhi), accounting for over 60
per cent of loan utilization. The Mission also visited a small number of assisted units.

B. History and Scope of Operations

4. IDBI was established in 1964 as the apex institution for industrial term finance in
India. Its principal tasks are to promote and finance industrial development, and to support and
coordinate the activities of other institutions engaged in this field. 1DBl was set up under its own

Currently, SSlIs are defined as enterprises with total investment in plant and machinery
of up to Rs 6 million (Rs 7.5 million in case of export-oriented units or ancillaries). While
there is no statutory definition of MSls, the latter usually have fixed assets of less than Rs
50 million, and net worth of less than Rs 30 million.
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SUMMARY OF OPERATIONS
{in Rs Million)
[ Actual Projected b/
i
| Fiscal Year a/ 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1991/92
i
| APPROVALS
Direct Assistance 16.i94 20,589 18,416 37,691 41,177 49,717 70,644 32,200
Refinance Loans 18,105 21,128 17,2208 26,275 8,712 6,811 5.467 37,150
Bills Discounted 10,386 10,746 8,975 12,420 11,708 13,109 14,304 16,850
Others 1,934 2,274 2,113 5,115 6,682 6,263 4,179 3,250
Total 46,619 54,737 46,733 81,501 68,274 75,800 84,594 89,450
DISBURSEMENTS
Direct Assistance 9,914 14,568 13,191 17,187 24,424 36,528 48,817 37,500
Refinance Loans 13,057 14,982 11,080 18,505 5,323 5,238 4,301 9,724
Bills Discounted 7,766 8,070 6,735 9,226 8,578 9,389 10,282 11,344
Cthers 1,843 2,576 2,794 5,830 6,269 6,473 3,285 3,630
Total 32,580 40,196 33,810 50,848 44,594 57,628 66,685 62,198

a/ Years ending 30 June to 1987/88 and 31 March thereafter. Nine months data for 1988/89.

b/ At Appraisal
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{In Rs million)

Appendix 4

Actual Projected

SFCs 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1992/93
!

APSFC 1,353 1,333 1,679 1,933 2,669 2,191 1,946 2,544
DFC 214 140 195 204 117 203 347 243
KSFC 1,118 1,302 1,422 1,836 2,465 3,266 3,282 3,802
MPFC 670 704 599 616 753 480 n.a. 556
THC 1,015 1,055 1,125 1,127 1,859 2,331 n.a. 2,564
BSFC 1,006 1,341 577 351 232 276 n.a. 331
UPFC 1,864 1,741 1,793 1,803 1,943 2,187 1,720 2,388
MSFC 829 786 803 1,013 1,673 2,369 n.a. 2,611
AFC - 94 125 123 134 78 n.a. 89
GSFC - 882 1,442 1,553 2,159 2,830 n.a. 3,245
HFC - 207 273 539 450 25 n.a. 1,061
RFC - 889 981 1,097 1,253 1,621 n.a. 1,858
WBFC - 502 544 606 623 647 n.a. 742

AFC—Assam Financial Corporation; APSFC— Andiva Pradesh State Financia! Corporation; BSFC—Bihar State Financial Corporation;

DFC~Delhi Financial Corporation; GSFC - Gujarat State Financial Corporation; HF C—Haryana State Financial Corporation;

KSFC—Karnataka State Financial Corporation; MSFC - Maherashtra State Financial Corporation; MPFC —Madhya Pradesh Financial Corp.;
RFC~Rajasthan Financial Corporation; TIIC—Tamil Nadu industria! investment Corporation; UPFC —Uttar Pradesh Financial Corporation;
WBFC ~West Bengal Financial Corporation
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KEY FINANCIAL INDICATORS OF PARTICIPATING SFCs

(as of 31 March 1993)
(In Rs Million)

APSFC DFC KSFC MPFC TIC BSFC UPFC MSFC AFC GSFC HFC RFC WB

Tota! Assets 7,315 785 8,330 3,601 6,165 5879 8,798 5555 689 6,398 1,843 5,049 2/
Equity 1,326 273 1,229 753 885 702 1,240 811 150 865 285 1,122 :
Long Term Debt 3,364 359 4508 1,426 3,099 3,413 4,621 2,745 276 3,096 972 2,177 1,
Loan Portfolio 6,783 695 7561 3,313 5497 5031 7,987 4946 621 5824 1,762 4,467 "
Arrears 4459 334 4410 2,441 4,438 3,126 4,800 1911 456 3,877 612 3,141 1/
Net Profit 03 08 0.7 0.3 0.6 (1.0) 0.1 1.1 (0.7) 0.3 0.8 0.6

| Ratios:

: Debt/Equity Ratio 47 16 54 35 5.0 3.9 58 53 3.3 6.2 5.0 3.3

Return on Average Equity (%) 3.1 84 7.3 3.4 5.6 (9.9) 1.1 11.3 (6.7) 3.1 7.9 58

5 interest Spread (%) 16 65 3.5 (1.8) 25 1.2 1.1 49 2.1 3.6 38 4.3

' Administrative Expenses/

; Average Total Assets 0.8 1.2 2.6 1.0 20 1.1 1.3 23 1.4 2.0 3.0 2.8

é Current Ratio 126 154 337 208 183 027 356 1.27 1.78 530 075 255 C

‘ Debt Service Coverage 1.18 1.90 120 0980 120 080 107 150 078 126 141 140 C

! Arrears Ratio a/ 149 106 2089 346 240 na 200 190 323 n.a. na. 21.0

i

i

)

i

AFC~—Assam Financial Corporation; APSFC —Andhra Pradesh State Financial Corporation; BSFC— Bihar State Financial Corporation;
DFC - Delhi Financial Corporation; GSFC— Guijarat State Financial Corporation; HFC—Haryana State Financial Corporation;

KSFC —Karnataka State Financial Corporation; MSFC—Maharashtra State Financial Corporation; MPFC—Madhya Pradesh Financial Corp..
RFC —Rajasthan Financial Corporation; THC~Tamil Nadu Industrial Investment Corporation; UPFC —Uttar Pradesh Financial Corporation;
WBFC ~West Bengal Financial Corporation

a/ Total Loans in Arrears

Tota!l Loan Portfolio exciuding Current Portion

Source : Industrial Development Bank of india



PERFORMANCE RATIOS OF PARTICIPATING SFCs

Return on Equity (%)

Debt-Service Coverage

Arrears Ratio (%)

1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1986/87 1987/88 1988/89 1989/00 1990/91 1991/92 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92

APSFC
DFC
KSFC
MPFC
Tuc
BSFC
UPFC
MSFC
AFC
GSFC
HFC
FC
WBFC

6.9
6.6
111
1.9
6.7
7.8
8.2
57

7.8
71
6.8
129
55
5.1
6.0
40
6.8
5.1

6.0
7.8
8.8
134
0.5
6.2
7.6
53
6.2
7.8
57

7.9
9.9
75
12.2
5.1

4.2
4.7
9.1
1.9
7.0
5.2
52

5.3
8.5
56

(7.7)
6.6

(11.1)
2.2
3.1

(13.6)
1.9
9.1
6.1
6.0

3.1
8.4
7.3
3.4
5.6

(9.9)
1.1

1.3

6.7)
3.1
7.9
5.8
2.6

1.1
2.0
1.1
1.1
1.1
1.2
1.1
1.2

1.1
1.4
1.3
1.3
1.1
1.2
1.1
1.1
1.2
1.3

1.2
1.5
1.6
1.2
1.0
1.0
1.1

1.9
1.3

1.3
1.1

1.3
1.8
1.5
1.1
1.2

1.1
1.3

1.2
1.7
1.4
0.8
1.2
0.6
1.0
1.1
0.7
1.2
1.4
1.2
1.0

1.18
1.9
1.2
0.9
1.2
0.8
1.1
15
08
1.3
1.4
1.4
0.9

1.7

4.2
17.6
10.9
232
30.2
19.2
28.8
30.4
19.9

12.7

5.6
18.9
15.5
235
20.6
223
30.6
276
18.6

77
243
20.3

15.0

5.1
17.6
21.0
21.4
24.3
209
33.0
18.1

7.0
240
17.0

16.4

7.9
18.0
35.0
20.8

17.6

37.2

9.9
17.0
27.4
27.1

311

17.6
17.1
34.0
34.0
216

5.2
24.1

36.1

6.0
17.3
34.6
18.5
46.6
19.6

6.8
32.2
221

4.8
22.6
16.4

AFC - Assam Financial Corporation; APSFC—Andhra Pradesh State Financial Corporation; BSFC-Bihar State Financial Corporation;
DFC-Delhi Financial Corporation; GSFC—Gujarat State Financial Corporation; HFC ~Haryana State Financial Corporation;
KSFC-Karnataka State Financial Corporation; MSFC-Maharashtra State Financial Corporation; MPFC — Madhya Pradesh Financiat Corp.;

RFC - Rajasthan Financial Corporation; TIIC—Tamil Nadu Industrial Investment Corporation; UPFC—Uttar Pradesh Financial Corporation;

WBFC-West Bengal Financial Corporation

Source

Industrial Development Bank of India
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As of 31 March 1993

Appendix 7

Recovery/Total dues (%) Current Recovery/Current Dues (%)
SFCs 1986/87 1987/88 1988/89 1989/90 1990/81 1991/92 1992/33 1986/87 1887/88 1988/89 1989/90 1990/91 1991/92 1892/93
APSFC 61 52 60 50 29 50 n.a. 102 63 52 56 31 61 na.
‘DFC 57 51 80 70 67 66 77 99 40 80 84 76 81 86
KSFC 56 47 51 52 49 49 51 78 63 63 63 67 68 74
MPFC 43 35 25 27 24 24 30 71 50 38 46 32 38 49
THC 37 33 36 30 36 36 na. 81 50 56 63 39 46 n.a.
BSFC 36 31 20 19 17 12 n.a. 105 48 41 20 29 37 n.a.
UPFC 35 | 34 44 45 46 43 n.a. 83 57 57 63 65 57 n.a.
MSFC 32 31 31 33 28 35 43 86 53 65 66 48 55 64
AFC 27 24 21 20 19 22 n.a. 88 22 27 25 22 27 n.a.
GSFC 36 26 53 51 30 33 36 67 65 70 71 47 43 34
HFC 37 37 71 48 55 48 n.a. 121 102 77 74 85 70 na.
RFC 33 37 37 39 40 43 37 58 62 66 34 38 46 46
WBFC 43 30 37 39 39 33 31 67 55 51 54 €5 65 57

AFC~ Assam Financial Corporation; APSCF—Andhra Pradesh State Financial Corporation; BSFC—Bihar State Financial Corporation;

DFC-Delhi Financial Corporation; GSFC—Gujarat State Financial Corporation; HFC—Haryana State Financial Corporation:
KSFC—Kamataka State Financial Corporation; MSFC—Maharashtra State Financial Corporation; MPFC —Madhya Pradesh Financial Corp.;

RFC—Rajasthan Financial Corporation; TIIC~Tamil Nadu industrial Investment Corporation; UPFC—Uttar Pradesh Financial Corporation;

WBFC —West Bengal Financial Corporation

Source

industrial Development Bank of india
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subsidiaries not higherthan 6:1.

Appendix 8
COMPLIANCE WITH COVENANTS
Reference to
Covenants Loan Agreements Remarks
1. Furnish all information that the Bank may reasonably Section 4.03 Complied with
request including quarterly reports covering the (a)— (c)
execution of the Project.
2. Submit annual accounts audited by independent Section 4.04 Complied with
private auditors acceptable to the Bank not later {a)— (d)
than four months after the close of the fiscal year.
3. Maintain a ratio of consolidated debt of the Borrower Section 4.07 Complied with
and all its subsidiaries to the consolidated equity of
the Borrower and ail its subsidiaries not higher than 12:1.
4. Maintain a debt service coverage ratio of
not less than 1.1:1 Section 4.07 Complied with
5. Maintain a return on equity of not less than 8 per cent. Section 4.07 Complied with
6. Procurement procedures to adhere to the Schedule 3 Complied with
Bank guidelines.
7. Borrower shall select as Participating State Financial Schedule 4 Complied with
Corporations (SFCs) only those SFCs whose Para. 1
performance satisfies the participation/entry criteria
and continues to satisfy the performance targets.
8. Borrower shall not refinance any subloan in Schedule 4 Complied with
an amount exceeding Rs 6.0 million . Para. 2
9. Participating SFCs shall maintain a minimum Schedule 5 Complied with
interest spread of 3 per cent per annum for Small— Para. 2
Scale Industries; and 2 per cent per annum for
Medium—Scale Industries, over and above the
interest rates payable to the Borrower.
|
1 10. Participating SFCs shall furnish to the Bank through Schedule 5 Complied with
industrial Development Bank of india (IDBJ) all reports Para. 15
and information as the Bank may reasonably request.
11. Participating SFCs shall furnish to the Bank Schedule 5 Complied with
through IDBI such accounts and financial Para. 16
statements and the audit thereof as the
Bank shall reasonably request.
12, Participating SFCs shall maintain a ratio of the Schedule 5 Complied with
consolidated debt of the participating SFC concerned Para. 18
and ali its subsidiaries to the consolidated equity
of the participating SFCs concerned and ali its






