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SFIO Investigation Reveals LIChad
Rejected Piramal’s Bid for IL&FS
Investigations into Infrastructure Leasing &
Financial Services (IL&FS) have revealed more
details about the role of its biggest stakeholder,
Life Insurance Corporation (LIC), in afailed
acquisition bid by the Piramal Groupin 2015.
The offer by the Piramal Group for IL&FS failed
because LIC expected a higher price.
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SFI0 PROBE: LIC GOT IL&FS VALUATION DONE BY SBI CAPS, BUT DIDN'T SHARE REPORT

IFIN Ex-CEO Bawa Says LIC
Didn’t Back Piramal’s IL&FS Bid

Investigation also
reveals IL&FS brass’
attempt to sway ratings

Rashmi.Rajput@timesgroup.com

Mumbai: Investigations into In-
frastructure Leasing & Financial
Services (IL&FS) have revealed
more details about the role of its
biggest stakeholder, Life Insuran-
ce Corporation (LIC),inafailed ac-
quisition bid by the Piramal Group
in 2015. Also uncovered are what
appear to be attempts by the top
IL&FS management to influence
credit ratings. The shock IL&FS
defaults in September last year
hadtriggered aliquidity crisis.
The offer by the Piramal Group for
IL&FS failed because LIC expected a
higherprice, accordingtostatements
made to the Serious Fraud Investiga-
tion Office (SFIO). An accused erst-
while top executive of IL&FS Finan-
cial Services (IFIN) said that while
the offer from Piramal Enterprises
Ltd (PEL) was found to be “very go-
od”, LIC didn’t share the valuation
report prepared by SBI Caps with
them. Based on the evaluation re-
port, LIC was asking for 1,100 per
share against thez860 offered by PEL.
“Idon’tknow thereason why LIC
refused the offer of 860 per share
approximately made by Piramal
Group, but I think it was a good of-
fer,” arrested erstwhile IFIN chief
executive officer Ramesh Bawa
said in his sworn statement to
SFIO. “LIC was asking somewhe-
re aroundz1,100 per share.”
He elaborated on the process in
hisstatement, which ET has seen.
“According to me, IDBI was hired
by IL&FS for valuation of theirsha-
re, whereas SBI Caps was hired by
LIC which was independent and se-
parately done by LIC,” Bawa said.
“The details of the valuation made
by LIC were not shared with us. I
wonder how this rate of 1,100 per
share was arrived at by LIC.”
Emails and messages sent to LIC
and SBI Caps remained unanswe-
red till press time.

RATING AGENCIES

The agencies uncovered email ex-
changes among accused erstwhile
directors discussing ways of get-
ting favourable ratings. Four com-
panies had been involved in rating
various instruments of IFIN du-
ring 2013-2018 —ICRA, CARE, India
Ratings and Brickwork Ratings.
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RATING AGENCIES UNDER SCANNER

ICRA, CARE, India SFIO probing rating
Ratings & Brickwork  agencies for alleged
Ratings rated IFIN violation of rules
instruments during m
201318 insurance, provident
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these ratings

More than 20,000 crore was inves-
ted by provident funds, mutual
funds and insurance funds based
on audit reports and credit ratings
assigned to different instruments
of the company and its units.

“CARE has got cold feet on mee-
ting rating target on ITNL 5,000
crore bond issuance,” Arun Saha
emailed Ravi Parthasarthy in Janu-
ary 2017. “They are also apprehensi-
vethatratingcommittee would take
an adverse view on IL&FS... Have
been discussing with ICRA. We had
two rounds of meeting with ICRA
and they would like to meet you to
get an update on fundraising plan
and divestments.”

The IL&FS crisis first came to
light in July 2018 when the road
arm was facing difficulty in ma-
kingrepayments due onits bonds.

InJune2018, Parthasarathy sent an
email to other accused directors:
“Wealsoneed ratingagency support
at IL&FS level. I will talk to Naresh
(Thakkar) tomorrow, Arun should
talk to Fitch and either Bawa or
Arun (decide between yourself) sho-
uld talk to CARE emphasising that
this makes IL&FS stronger.” Inci-
dentally, Thakkar was sent on leave
until further notice by ICRA on July
1 after the market regulator forwar-
ded an anonymous complaint on
IL&FSratings.

In May 2018, a day after ICRA com-
municated to IL&FS about down-
grading ITNL to A- from A, Saha
wrote to Parthasarathy: “ICRA has
just now communicated ITNL ra-
tingto A-from A and continue with
negative outlook. Request made to
keep it under abeyance for discus-
sion and response awaited.”

To this, Parthasarathy replied:
“Spoken to Naresh and criticised

them for jumping the gun without
accounts being reviewed status on
claims understood and awareness
of thestatus of LS?... have reques-
ted him to wait until foregoing are
done... He seemed receptive, and sa-
id he’d revert and try tohold on.”

It was in August 2018 that CARE
downgraded nonconvertible de-
bentures (NCDs) of IFIN worth
34,800 crore. The next month,
ICRA downgraded the paper. Ho-
wever, in August, ICRA had reaf-
firmed its A1+ rating on commer-
cial paper while cutting the rating
on debentures and long-term lo-
ansto AA+from AAA.

In February 2017, Saha had sent an
email with the subject line, “IECCL:
CARE RATING ‘BBB’ — Outlook
Stable”. In this email, he wrote:
“This has been done with extreme
pressure. Most critical will be to ma-
intain these number of FY2017 ha-
ving reconfirmed the same in the
monthof January 2017.”

When investigators asked him to
explainthe phrase “this hasbeendo-
ne with extreme pressure”, Saha sa-
id, “The comment was made in the
context of achieving the results for
FY17withonly twomonthsleftinthe
financial year Extreme pressure
was in the context of agency agree-
ingon the company’s plan.”

The probe indicates that IL&FS
“dictated” terms to therating agen-
cies. In a series of email exchanges
between senior management and
the accused directors, Saha wrote
to Rajesh Kotian, “I have already
spoken to CARE and India Ratings
and they are fully briefed to handle
the investors’ query, if any.”

In another instance, where the
accused are discussing the enga-
gementof Crisilinanew business

programme after it gave a negati-
ve rating, Saha wrote, “Post your
meeting with Roopa Kudva, there
has been a series of officials visi-
ting for business development.
Crisil has just concluded the ra-
ting surveillance of ITNL and
they would revert in nextfew days
ontheremoval of the existingout-
look negative. We would engage
with them for the new businesses
after the foregoing.”

The SFIO had cited an alleged in-
stance of quid pro quo in its char-
gesheet filed in May. Bawa “assi-
sted a senior director in Fitch Ra-
ting, Singapore, who appearsto be
involved in rating of IL&FS in bu-
yingaduplex villaof ¥4.25crore at
adiscounted price of 3.25 crore”,
stated the chargesheet.




