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LESSONS FROM INDIA INFRASTRUCTURE PROJECT FINANCING FACILITY 
 

I. Introduction 
 

1. The India Infrastructure Finance Company Limited (IIFCL) funds viable projects, on a 
consortium basis, by providing long-term debt through (i) direct lending to project companies; (ii) 
refinancing to banks and financial institutions; (iii) takeout financing implemented through a 
tripartite financing agreement between IIFCL, the identified lender, and the borrower; or (iv) any 
other mode approved by the government. IIFCL assigns priority to public-private partnership 
(PPP) projects that are implemented by private sector companies selected through a 
competitive bidding process. As part of its support for PPP in India, the Asian Development 
Bank (ADB) has provided IIFCL with two multitranche financing facilities (MFFs), for $1.2 billion, 
namely the India Infrastructure Project Financing Facility (IIPFF) of $500 million, and the 
Second India Infrastructure Project Financing Facility (IIPFF II) of $700 million. In the aggregate, 
the two facilities have catalyzed private sector investment of around $14 billion to finance 46 
PPP subprojects. 
 
II. Lessons from Previous Facilities  
 
2. Improved lending terms for infrastructure subprojects. IIFCL follows the lead bank 
in the lending consortium with respect to credit terms, such as loan tenor, interest rate, and 
repayment schedule. The lead bank’s pricing and risk assessment are done in the context of its 
own risk profile, which is different from IIFCL’s risk profile. Further, IIFCL’s scheme does not 
strictly require it to follow the lead bank’s loan pricing, while it has done so in the previous two 
facilities. Thus, a key lesson for the proposed Accelerating Infrastructure Investment Facility in 
India (AIIFI) is that IIFCL could use its own resources and capacity and based on its risk 
appetite and price its loans differently from the lead bank.  
 
3. Expansion of product lines to meet the market evolution. Given the need to address 
India’s infrastructure financing needs, there is a need to expand the suit of financial products 
and modalities including risk sharing arrangements required for infrastructure financing, 
specifically required to leverage market resources. AIIFI supports IIFCL’s ability to leverage 
resources and expand the infrastructure investor base and sustain a tested business model that 
has resulted in a robust pipeline of projects., In this context, the proposed AIIFI will also support 
take-out financing and sub-ordinate debt to cater the recent evolution of the infrastructure 
financing market. Further, while IIFCL follows the lead bank in the lending consortium with 
respect to credit terms, its risk profile and appetite is different from the lead banks. Thus going 
forward, IIFCL could use its resources to price its loans differently from the lead bank. In 
addition, as the proposed AIIFI will also support take-out financing and subordinate debt, a 
further innovation of offering take-out financing for a part of the loan post commencement of 
commercial operation, at the time of financial closure itself, may also be explored through the 

proposed AIIFI. 
 
4. Efficiency in ADB operations. As the two previous facilities were rated as highly 
successful, the lessons learned also have implications on ADB operations in the financial sector 
in India. First, building a strong partnership among stakeholders including subproject 
developers, executing agency, government, and ADB is essential to pursue PPP in India. 
Therefore, a holistic approach has been undertaken to support the government’s infrastructure 
development priorities and assist executing agencies with capacity building, policy advice, and 
provision of financing to promote PPP. Further, the experience from the previous facilities 
demonstrates the need for (i) clear communication and adequate expectations about the length 
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of ADB’s implementation procedures; and (ii) the need to improve and streamline internal 
implementation procedures to reduce endorsements to less than 4 months, thereby 
demonstrating client-orientation and relevance. 
 
5. Safeguard related due diligence. Initially, the emphasis on safeguards was considered 
a hindrance rather than an important aspect of IIFCL’s project appraisal. Continuous dialogue 
and awareness raising with senior management and staff training on safeguards were crucial in 
making safeguards an important consideration in the credit decision-making process. IIPFF 
benefitted from extensive coordination and collaboration with other development partners such 
as the World Bank, Japan Bank for International Cooperation, and KfW to develop a common 
framework. 
 
6. Future monitoring. A key reason for the success of the previous two facilities is 
monitoring. Thus, it is critical that ADB monitor not only the performance of the proposed AIIFI 
and the subprojects, but that it also keep abreast of any ongoing and future plans of IIFCL, 
given its strong growth trajectory and aggressive plans. Bi-yearly project review missions should 
be continued not only for monitoring purposes and updating developments in IIFCL, but also to 
further strengthen ADB’s engagement with IIFCL and the government for future interventions in 
infrastructure financing. 
 
7. Governance of IIFCL. IIFCL has been voluntarily adhering to the prudential norms set 
out by the Reserve Bank of India (RBI). However, the application to register IIFCL as a nonbank 
finance company (NBFC) has yet to be approved. Meanwhile, the Department of Financial 
Services has asked the RBI to create a special category of NBFC-infrastructure finance 
company (IFCs) that are wholly owned by the government and whose borrowings are backed by 
sovereign guarantee. Such NBFCs would be subject to a far lower capital to risk weighted asset 
ratio than normal NBFCs. Considering the systemic significance of IIFCL and its linkages with 
other financial intermediaries, its conversion to NBFC-IFC status under regulatory oversight of 
the RBI with clearly defined prudential norms will enhance IIFCL’s professional capability and 
enforce the government’s commitment to safeguard IIFCL’s long-term sustainability.  
  
8. General. In assessing the overall effectiveness of ADB’s intervention through the facility, 
the performance indicators should be more accurate and aligned with the stated impact and 
outcomes following ADB’s Guidelines for Preparing a Design and Monitoring Framework (2007). 
 


