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CURRENCY EQUIVALENTS

Currency Unit - Rupee (Rs)

At Appraisal At Project Completion
(November 1990) (July 1995)
Rs1.00 =  $0.06 $0.032
$1.00 = Rs18.08 Rs31.15

In this Report, the exchange rate of $1.00 = Rs30 is used for calculations.

ABBREVIATIONS

- Balancing, Modernization, Replacement, and Expansion
- Development Finance Institution

- Exchange Risk Administration Scheme

- Foreign Institutional Investor

- International Bank for Reconstruction and Development
- Industrial Credit and Investment Corporation of India Ltd.
- Industrial Development Bank of India

- Industrial Finance Corporation of India

- Kreditanstalt fur Wiederaufbau

- Medium-sized Industry

- Reserve Bank of India

NOTES

The fiscal year (FY) of the Government of India and ICICI ends on 31 March.
In this Report, "$" refers to US dollars.
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Loan ldentification

N O AW~

Loan

10.

Country

Loan No.

Loan Title
Borrower
Executing Agency
Amount of Loan
PCR Numbei

Data

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

Terminal Date for Commitments

- In Loan Agreement
- Actual
- Number of Extensions

Closing Date

- In Loan Agreement

- Actual

- Number of Extensions

Terms to the Borrower
- Interest Rate

- Maturity

- Grace Period

- Repayment Terms

Terms of Relending

- Interest Rate

- Maturity

- Grace Period

- Free Limit of Subloans
- Repayment Terms

interest Rate for Subloans

BASIC DATA

India

1072-IND

The Second Industrial Credit & investment Corporation of india Ltd.
The industrial Credit & Investment Corporation of India Ltd.

The Industrial Credit & investment Corporation of India Ltd.
$120,000,000.00

394

3 September 1990
18 September 1990

6 November 1990
9 November 1990

18 December 1990

15 January 1991

15 April 1991
21 February 1991
None

21 February 1993
21 August 1993
One (for six months on 14 March 1993)

21 February 1895
S January 1995
None

Variable interest rate (the Bank's pool-based various lending rate system)
15 years

3 years

15 years including grace period of 3 years (fixed-type amortization)

Variable

maximum 15 years

maximum 3 years

$6,000,000.00

Maximum 15 years including grace period not exceeding 3 years

Determined, at the subborrower's option, either in accordance with the
Exchange Risk Administration Scheme (at that time ranging between 17
percent and 20 percent per annum inclusive of exchange risk premium)
or by the Bank's prevailing Ordinary Capital Resources rate pius a
minimum of 2 percent, with the subborrower bearing the foreign
exchange risk.



(i)

11. Disbursements
- Amount disbursed -
- Amount cancelied -

a) Dates

Initial Disbursement

$60,532,737.39
$59,467,262.61

Final Disbursement

25 July 1991 5 January 1995

Effective Date

Original Closing Date

21 February 1991

C. Impiementation Data

1. Number of Subloans
2, Sectoral Distribution of Subloans:

21 February 1995

Time interval

42 months

Time Interval

48 months

70 (net of cancellations)

Actual Loan Utilization®

($ million)
No. of
Type of Industry Amount % Cases
(i) Manufacturing:

Chemicals 6.68 11.10 13

Fabricated Metal Products, Machinery
and Equipment 5.25 8.70 14
Etectronics 3.08 5.10 1
Basic Metal Products 7.59 12.54 7
Textiles 21.40 35.35 16
Cement - - -

Miscellaneous Manufacturing
- paper and paper products 0.84 1.39 3
- food products 1.58 2.61 1
(i) Nonmanufacturing industries:
Services 4.20 6.94 7
(iiiy Miscellaneous 9.91 16.37 8
Total Loan Utilization 60.53 100.00 70
3. Size of Subloans
No. of Amount

Range ($) Subloans $ million Percent
(i) Up to 200,000 21 1.76 2.91
(i) From 200,000 to 400,000 11 3.1 5.14
(i) From 400,000 to 800,000 18 10.38 17.14
(iv) From 800,000 to 2,000,000 12 15.60 25.77
(v) From 2,000,000 to 3,000,000 2 5.01 8.27
(vi) From 3,000,000 to 5,000,000 5 18.18 30.03
(vii) Over 5,000,000 a _6.50 10.74
Total 70 60.53 100.0

No projected allocation made at time of appraisal.



(iv)

4. Other Breakdown of Subloans

No. of Amount
Subloans $ million Percent
By Geographical Distribution
() Northern® 10 7.34 12.1
(i) North-Eastern® - - -
(i) Eastern® 3 1.02 1.7
(iv) Central 6 8.73 14.4
(v) Western® 31 28.05 46.3
(vi) Southern' 20 15.39 25.4
Total 70 60.53 100.0
By Nature of Project
() New 21 25.51 421
(i) Expansion 18 8.68 14.3
(i) Balancing, modernization, and replacement 31 26.34 435
Total 70 60.53 100.0
5. Subloan Types
Agaregate Number Amount ($)
() Above Free Limit 1 6,498,660.75
(i) Below Free Limit 69 54,034,076.64

L] a o o >

Comprises the states of Haryana, Himachal Pradesh, Jammu and Kashmir, Punjab, Rajasthan, and the union territories of
Chandigarh and Delhi,

Comprises the states of Assam, Manipur, Maghalaya, Nagaland, Tripura, Aranchai, Mizoram, and Sikkim.

Comprises the states of Bihar, Orissa, and West Bengal; and the union territory of Andaman and the Micobar islands.
Comprises the states of Madhya Pradesh and Uttar Pradesh.

Comprises the states of Gujarat, Maharashtra, and Goa; the union territory of Dadra and Hagar Havell, and Daman and Diu.
Comprises the states of Andhra Pradesh, Karnataka, Kerala, and Tamil Nadu: and the union territories of Lakshadweep and
Pondicherry.



(v)

D. Data on Bank Missions
No. of No. of Specialization
Name of Mission Date Persons Person-days of Members
1. Fact-finding Mission 28 May-6 Jun 1990° 27 Sr. Devt. Bank Specialist
Financial Analyst
Counsel
2. Appraisal Mission 3-18 Sep 1990 64 Sr. Devt. Bank Specialist
Financial Analyst
Counsel
Programs Officer
3. Review Mission
1 5-13 Nov 1992° 18 investment Officer
Sr. Assistant (Private Sector)
2 12-27 Apr 1993° 32 Sr. Evaluation Specialist
Sr. Assistant
4. Loan Porttolio Review 1-3 Jun 1993 6 Chief, CPSO
and Disbursement Sr. Programs Officer
5. PCR Mission 13-23 May 1996° 22 Investment Officer
Sr. Assistant (Project Administration)
E. Related Loans
Amount
Loan No. Date of Agreement ($ million)
To same DFI
The industrial Credit and Investment ‘
Corporation of India : 778 2 May 1986 100.00
To other Indian DFis
Industrial Development Bank of India 855 15 Dec 1987 100.00
Industrial Finance Corporation of india 975 5 Jan 1990 150.00
Total 350.00

Done in conjuction with Review Mission of ICIC! | (Loan No. 778-IND: Industrial Credit and Investment Corporation of india,
for $100 million, approved on 3 April 1986).

Done in conjunction with PCR Mission of ICICI | (Loan 778).

Done as Postevaluation Mission of ICICI | (Loan 778).
A Project Completion Review Mission comprising M. Yokoyama, Investment Officer (Mission Leader), and E. P. Clave,
Senior Assistant (Prc,act Administration).



. BACKGROUND

1. In December 1990, the Bank approved a $120 million line of credit to the Industrial
Credit and Investment Corporation of india Limited (ICICl) to augment its foreign exchange
resources to finance development projects of private enterprises. The loan aimed primarily to
assist the modernization and expansion of existing production facilities and also to serve new
industrial projects with outstanding economic merit designed to introduce new technology into
india. This was the Bank's second loan to ICICI and broadly foliowed the pattern of the first
loan.’ The second loan became effective in February 1991 and was closed in January 1995.

A. History

2. ICICI was established in 1955 as a private sector development finance institution
(DFl), under the Companies Act of 1913, to encourage and assist industrial development and
investment in India. As a result of nationalization of major commercial banks and insurance
companies (which were the shareholders of ICICI) in 1969, over 80 percent of its issued share
capital was held by public sector corporations. Despite the majority public sector shareholding
until the 1990, ICICI maintained the dynamism of a private sector DFIl. Because of the high
growth in operations and with the development of the capital market, ICICI increased equity, as
well as domestic and international borrowing, and changed its shareholding pattern. in 1991/92
ICICI made a right-cum-public share issue of Rs1.1 billion. This resulted in the decline of the
share of the public sector and the increase of individual holders. ICIC! also successfully tapped
its widened shareholder base through the fully convertible issue in May 1992, aggregating about
Rs.4.2 billion. In February 1994, pursuant to the liberalized guidelines of the Government allowing
Indian companies to access the international capital markets, ICIC| issued Euro-convertible
bonds aggregating $200 million. These bonds are convertible into shares of the company until
April 2000. As of 31 December 1995, 69 public sector corporations had a 53.15 percent
shareholding (compared with an 81.40 percent shareholding by this sector in 1990); 588,310
individual shareholders held 28.01 percent compared with less than 2.83 percent in 1990; 3,831
private companies held 8.92 percent, and 520 foreign shareholders held 9.92 percent. After the
1992 Government guidelines allowing foreign institutional investors (Flis) to invest in the
domestic stock market, shareholding of Fils in ICICI increased from nil in 1991/92 to 9.2 percent.
A list of ICICI shareholders is presented in Appendix 1. ICICI's equity shares of face value of
Rs100 were subdivided into 10 shares of face value of Rs10 in March 1995. Its shares are listed
at major stock exchanges in India and were traded at Rs102.95 on 13 May 1996.

B. Scope of Operations

3. ICICl's operational activities consist mainly of extending medium- and long-term
loans in local and foreign currencies to assist in the creation, expansion, and modernization of
medium and large industrial enterprises, predominantly in the private sector. ICICI has played
a key role in providing foreign exchange financing. It also makes equity investments, underwrites
new shares and debenture issues, and guarantees loans from other investment sources. Since
the early 1980s, as a part of its strategy to provide various forms of assistance to industry, ICICI
has diversified its activities to cover financial services, such as leasing and deferred credit.

4. As the Indian economy began to be liberalized in the early 1990s, ICIC| needed
to become a financial supermarket by offering a wide range of financial services to cope with

Loan No. 778-IND: Industrial Credit and Investment Corporation of india Ltd, approved on 3 April 1986 for $100
million and closed on 31 July 1991.



growing opportunities and competition. ICICI entered new areas of business, such as commercial
banking and asset management, and expanded its existing businesses, for example, merchant
banking services, which include capital issue management. For regulatory and strategic reasons,
specialized subsidiaries were established for the following activities: investment banking,
commercial banking, fund management, investor services, and broking. In addition, ICICI has
diversified its own range of activities into several fee-based services, including custodial services
to cater to the needs of foreign and domestic institutional investors. To facilitate the globalization
of Indian industry, ICICI has established new divisions to advise Indian corporations planning to
establish operations abroad and foreign companies looking for local partners. ICICI also provides
technology financing for development and commercialization of technology. ICICI is now
considering the financing of infrastructure projects in line with the Government's efforts to
develop infrastructure in the country. ICICI has already played a key role in the infrastructure
sector by providing advisory services to the Central Government and state governments and to
government agencies in the power and telecommunications sectors, and has sanctioned $486
million for projects mainly in power and ports.

C. Relationship with the Bank and Other Lenders

5. The Bank's relationship with ICIC| started with a loan of $100 million to ICICI in
April 1986. ICICI's performance in the utilization of this first loan was fully satisfactory, and the
loan was fully committed for 86 subloans with disbursement totaling $98.8 million by 31 July
1991. The Bank also approved a $5.0 million line of equity for investments in medium-sized
industries on 29 October 1987 (Investment No. 7016-IND). The line of equity was committed for
$3.3 million (ten projects), of which $1.4 million (four projects) was disbursed. Based on its
satisfactory performance in the utilization of the first Bank loan, ICIC! applied for a second loan
from the Bank. This loan was approved in December 1990 and is the subject of this Report.

6. The International Bank for Reconstruction and Development (IBRD) has been the
main source of foreign funds of ICICI: 25 loans for a total of $1.6 billion. ICIC! has also received
29 loans from Kreditanstalt fur Wiederaufbau for DM374 million ($249 million). in addition, ICICI
has 16 loans from governmental export credit agencies. Most of these are guaranteed by the
Government. ICICI has also received nine loans from the Overseas Development Administration
of the United Kingdom through the Government, and a pollution control loan from the Overseas
Economic Cooperation Fund, Japan. ICICI began commercial borrowings with a bond issue in
1973. Since then, and up to 31 March 1995, ICIC!I has concluded additional commercial
borrowings consisting of 18 Euro-credits and other loans; six bond issues (three in Switzerland,
two private placements in Japan, and an issue of floating rate notes); and a Euro-commercial
paper program supported by a seven-year Note Issuance Facility from a consortium of
international banks. In addition to the above, in February 1994, ICICi made an issue of Euro-
convertible bonds in the Euro-markets. Government-guaranteed bonds were the main source of
ICICI's rupee resources until 1991/92, but its share was only about 20 percent in March 1995.
Details of foreign and local currency borrowings are given in Appendix 2.

D. Rationale for the Bank Loan
7. While financing for small- and medium-scale industry projects costing up to Rs50

million had been adequately provided for by a number of state-level DFIs and financing for large
industrial projects had been provided by an active capital market, industrial projects for medium-






























ACTUAL AND PROJECTED CASH FLOW STATEMENTS

Appendix 20

(In Rs milfion)
"~ 1550/91 1991/92 1992003 199384 7
_Proj_ Act. Var, Proj. Act. var. Proj Act, Var "Proj At Var. " pro Act T T var
SOURCES
Profit before interest & taxes 70460 74483 4023 9,205.0 10,1413 936.3 11,8720 13,2763 1,404.3 15,2250 16,386.0 1,161.0 19,3490 199914 642 4
Add back: Noncash charges
Depreciation 376.0 3676 (8.4) 507.0 4958 (11.2) 619.0 6104 (8.6) 7400 8857 1457 9310 14016 4706
Provisions and others __ 4700 6710 201.0 566.0 868.0 3020 669.0 7126 436 7980 18666 1,068.6 9380 13502 4122
Cash generation from operations 78920 6,4859 5949 10,2780 115051 12271 13,1600 145993 14393 16,7630 19,1363 23753 _ 21,2180 23,7432 15252
Loan collections
Rupee loans 42400 39100 (3300) 57200 55684 (1516) 8,560.0 88079 247.9 10,5500 16,039.1 5,489 1 15,3200 25,1056 9,7856
Foreign currency loans 17400 15652  (174.8) 22100 20830 (1210) 21900 24482 2582 21600 32595 1,099.5 25300 6,1838 36538
Sales from portiolio: 380.0 360.0 (20.0) 300.0 440.3 1403 210.0 297.0 87.0 300.0 582.0 2820 2500 1,9075 1657.5
Interest & conwmitment charge payable - - 00 - - 00 - - 1B - - 00 - - 00
Sources available for debt service (A) 13,2520 143221 701 ~_18,508.0 19,6028 1.0948 241200 26524 20324 29,7730 39,0189 92459 39,3180 559401 16,6221
Increase in share capital
Right issues 2300 2302 02 2860 561.6 2756 326.0 703 4 377.4 433.0 6023 (372.7) 4330 541 8 108 8
Share premium account 00 00 00 1430 566 6 4236 1630 6999 5369 2170 240 1 231 2170 0.0 (217 0)
Issue/(Conversion) of con debentures (230.0) 00 230.0 (429.0) 0.0 429.0 3011.0 (1,399.9) (44109) (6500) (300.2) 3498 (650.0) (541 7) 1083
Drawdown on loans
Rupee 63000 115216 52216 17,0200 13,4191 (3,600 9) 20,5300 223248 1,7948 28,6900 359791 7.2891 38,5200 58,9022 20,3822
Foreign currency borrowings 94800 28909 (6,589.1) 3,1500 5,1581 2,0081 51100 38382 (1,271.8) 66100 8,2529 16429 83600 29684 (5,391 6)
tess rollover adjustments (1,820.0) (1,820.0) (1,707.3) _ (1,707.3) (9,4502) (9,450 2) (16,0417) (16,041.7)

Totat
APPLICATIONS
Repayments:
Interest & commitment charge payable
Rupee loans

Foreign currency loans

less rollover adjustments
Redemption of Rupee debentures
Required for debt-service (B)
Disbursement of Loans

Rupee loans

Foreign currency loans
Investments:

Shares

Debentures
Capital Expenditure
Payment of tax

" Payment of dividend
Changes in working capttal
Total

RATIO
Debt-service coverage ratio (A/B) a/

30,0320 28,9648 (1,067.2)

56350 5.8002
8700 6400
22000 25273
B L
8,7050 9,105.0
143400 14,5640
34600 28246
2600 8134
11400 9781
10060 11423
2560 3000
1830 2024
6820  (9650)

36,0320 26,9648

16 16

a/ Available for debt-service/required for debt service (A/B)

1652
(230.0)
3273

137 5
4000
2240
(635 4)

553 4
(161 9)
136 3
440
194
(1647 0)
(1,067.2)

©.1)

38,6780 37,4882 (1,189 8)

7.4690 7.7885
22210 33247
10600 1,704.7
{1,820 0}

1375

19,7500 11,1352

19,020.0 15,587.9

43300 63340
3300 896 1
1,600 0 627 .4
960.0 7336
3420 3400
2290 3951
1117.0 14387

388780 374882

17 18

3195 9,8480 10,4379
11037 66410 63737
6447 16300 23,3588
(1,820 0) (1,707 3)
‘wrs - 1650
3854 18,116.0 18,628 1
(3.432.1) 238000 24,7676
2,004.0 54100 5,389.0
566.1 4100 13040
(972.6) 22300 7550
(226 4) 10300 1,720
(2.0) 4280 6975
166.1 2860 4451
37 1547.0 (3,0953)
(1189.8) ~ 53,2600 50,6115
0.0 13 14

532600 50,6115 (2,648 5)

589 9
(267 3)
1,728.8
(1,707 3)
1650

5091

967.6
(21.0}

8940
{1.4750)
6905
269 5
159.1
(4.6423)
(2,648 5)

0.1

12,8850 12,5303
6,7200 16,5412
9200 24098
(9,450 2)

- 2199
20,5250 22,3110
30,0900 31,9475
6.7600 25595
5100 35352
3,1300 29592
13000 33182
5010 7000
3520 7401
19050 57302
65,0730 73,8009
15 17

650730 73,8008 _ 87279

(294 7)
98212
1,489 8
(9,450 2)
2199
1,786 0
1.8575
(4,200 5)

3,025 2
(170 8)
20182
1990
388 1
38252
8,727 9

03

_86,1980101,7691 155711

16,7530 154447  (1,308.3)
89200 293839 204639
42700 103512 60812

(16.0417) (16,0417)

oo 00
299430 39,1381 91951
378300 450317 72017
84500 B6226 1726
6300 64244 57944
43800 68448 24548
16500 24624 8124
5620 6425 805
4380 8784 440 4
23150 (82758) (10,5908)
86,1980 101,769 1 15,5711
13 14 01

ct

0¢ xipuaddy



Appendix 21
COMPLIANCE WITH LOAN COVENANTS
Reference to
Covenants - Loan Agreement  Remarks
1. Submit all subloans exceeding $6.0 million Section 3.03 Complied with.

10.

11.

equivalent for approval to the Bank before
requesting withdrawal.

Furnish all information as the Bank may
reasonably request including quarterly reports
covering the execution of the Project.

Subproject completion report on each subproject
and overall project completion report within six
months of ioan closing.

Submit annual accounts audited by independent
private auditors acceptable to the Bank not later
than four months after the close of the fiscal year.

Procurement procedures to adhere to Bank
guidelines.

The Borrower shall require qualified enterprises to
take steps to ensure that qualified projects
comply with the requirements of environmental
rules and regulations in force in India.

Maintain a minimum interest spread of 2 percent
per annum.

Maximum amount to be extended for any subloan
shall not exceed $10.0 million.

Maximum aggregate amount of subloans that
individually exceed $6.0 million shall not exceed
$60 million.

Total cost of each qualified project shall not
exceed $45 million.

The Borrower shall monitor the socioeconomic
impact of Qualified Projects and collect financial
data. The Borrower shall furnish to the Bank
selected performance data on Qualified Projects.

Section 5.05 (b)

Section 5.05 (c),
(d)

Section 5.06 (a)

Schedule 3

Schedule 4
para. 1(b)

Schedule 4
para. 2(a)

Schedule 4
para. 3

Schedule 4
para. 4

Schedule 4
para. 5

Schedule 4
para. 5

Partially complied.
with. (see para.
42)

Not complied with.

(see para. 42)

Complied with.

Compilied with.

Complied with,

Complied with.

Complied with.

Complied with.

Complied with.

Partially complied
with. (see para.
42)



Appendix 21, page 2

Reference to

Covenants Loan Agreement  Remarks
12. The Borrower shall maintain in foreign currency a Schedule 4 Complied with.
Revolving Fund(s) into which shall be deposited para. 9
the foreign currency equivalent to all rupee funds
received in repayment of principal of subloans.
13. The Borrower shall consult with the Bank in Schedule 4 Complied with.
respect of any substantial amendment of paras. 11 and 12
Memorandum and Articles or the Deveiopment
Strategy.
14. The Borrower shall consult with the Bank prior to Schedule 4 Complied with.
establishing, acquiring or disposing of any para. 14
subsidiary.
15. Maintain a debt/equity ratio not exceeding 12:1. Schedule 4 Complied with.
para. 15
16. Maintain a debt service coverage ratio above the Schedule 4 Complied with

1:1:1.

para. 16





