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BEFORE THE NATIONAL COMPANY LAW TRIBUNAL,

g --—-_:::,% MUMBAI
"Jﬁ % COMPANY PETITION NO. 3638 OF 2018
: \\ IN THE MATTER OF:
: :}.:.’, PETITION UNDER SECTION 241 AND 242
j}“) OF THE COMPANIES ACT, 2013
Union ofIndia ...Petitioner
Versus
Infrastructure Leasing and Financial Services ...Respondents
Limited & Ors.

AFFIDAVIT ON_BEHALF OF THE PETITIONER
— ' TO PLACE ON RECORD THE FIFTH
REPORT ON PROGRESS AND WAY FORWARD

I, Rakesh Tiwari, aged about 52 years, having my office at Everest, 5" Floor,
100 Marine Drive, Mumbai 400 002 do hereby solemnly affirm and state as

follows:

1. T am the Joint Director in the office of the Regional Director (Western
Region), Ministry of Corporate Affairs and am duly authorized to file the
present Affidavit, I am aware of the facts and circumstances underlying

the present case and am competent to depose thereto.

2. At the outset, I repeat, reiterate, confirm and adopt all that is stated in the
Affidavit dated January 15, 2019 (said Affidavit) to place on record the

following as if it were set out in extenso:

a) Third Progress Report on Proposed Resolution Framework dated

December 17, 2018;



2~
b) the Addendum to the Third Progress Report dated January 15, 2019;

and

.'_*?'I_." '\’ ¢) Fourth Report on Progress and Way Forward dated January 15,
/

Ay 2019

3. I say that in the captioned Petition, the newly appointed Directors of

Respondent No. 1 have submitted to the Petitioner:

a) first progress report dated 30 October 2018;
b) second progress report dated 2 December 2018;

c) third progress report on the proposed resolution framework dated
December 17, 2018 and the addendum to the third progress report

dated January 15, 2019; and

d) fourth progress report dated January 15, 2019.

{collectively “said Reports™)

4. The said Reports set out in detail the:
(a) mandate of the newly appointed board of directors of Respondent
No. 1 and the steps taken from time to time in furtherance of the

mandate; and
(b) proposed resolution framework to achieve the final resolution of the

Respondent No. 1 Group as well as the key features of the

framework resolution.

.
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. Pursuant to the said Reports, the newly appointed Directors have on

August 5, 2019 submitted to the Petitioner a copy of the Fifth Report on
Progress and Way Forward dated August 5, 2019 (Fifth Progress
Report) reflecting the developments made by the newly appointed
Directors in the resolution of Respondent No. 1 and its group companies
from January 15, 2019 till date (August 5, 2019). Briefly, the Fifth

Progress Report sets forth an update on:

A. Classification of Respondent No. 1 Group Entities;

B. Asset Level Resolution And Other Monetization Measures;

C. Appointment Of Chartered Accountant Firms For Recasting Of

Accounts;

D. Cost Cutting Measures;

E. Challenges To Liquidity ~ Coercive Creditor Action;

F. Legal Proceedings In Respect Of ISSL;

G. Payments Under Guarantees Issued By The Government Of India;

H. Special Audit Sanctioned By The New Board; and

[. RBI Inspection Reports.
Hereto annexed and marked as Annexure 1 is a copy of the Fifth Progress
Report that was submitted by Respondent No. | to the Petitioner along

with the covering letter.

. The Fifth Progress Report is in furtherance of the mandate of the newly

appointed Directors that has been given by this Hon’ble Tribunal and as
and by way of a report to this Hon’ble Tribunal of the affairs of
Respondent No. 1 Group. Therefore, it is just, necessary and in the

interests of justice that the Second Report be taken on record of this

s e




o . o
A Hon’ble Tribunal. The Petitioner craves leave to file such further Reports
;‘l .." \*\'.' "'\i\ . . . -
O 5\ as the newly appointed Directors may provide in respect of the
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Petitioner
. LTI ST
Place: Mumbai Joint Direg oy
0/o Regional Director
Date: 13" August, 2019

'Western Region,
Ml_nistry of Corporate

) Affairs, Mumbai-400002

VERIFICATION

a

Mu %’I/
Verified that statements made above are true to my knowledge.

n
Verified at Mumbai on the 13" Day of August, 2019

Place: Mumbai

Dated: 13.08.2019

(d 3 AUG 2019

Deponent

Rakesh Tiwari
Joint Director
0/o Regional Director
Western Region,
3 Ministry of Corporate
" L Affairs, Mumbai-400002
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INFRASTRUCTURE LEASING & FINANCIAL SERVICES LIMITED

August 9, 2019

To, :

The Regional Director (Western Region),

The Ministry of Corporate Affairs,

Everest 5* Floor, 100 Marine Drive,

Mumbai — 400 002,

Dear Sirs,

Re: Fifth Report on Progress & Way Forward

1. We refer to the:
(a) first progress report dated 30 October 2018;
(b)  second progress report dated 2 December 2018;

(c) third progress report on the proposed resolution framework dated December 17, 2018
and the addendum to the third progress report dated January 5, 2019; and

(d)  fourth progress report dated January 15, 2019.

(collectively the said Reports) which had set out in detail the:

(8) mandate of the newly appointed board of directors (New Board) of Infrastructure
Leasing & Financial Services Limited (IL&FS) and the steps taken from time to time
In furtherance of the mandate; and

(b)  proposed resolution framework to achieve the final resolution of the IL&FS Group as
well as the key features of the framework resolution.

2. Pursuant to the said Reports, please find enclosed a copy of the Fifth Report on Progress and
Way Forward dated August S, 2019, reflecting the developments made by the New Board in
the resolution of IL&FS and its group companies from January 15, 2019 till date (August 9,
2019).

We request you to kindly file the same with the Hon’ble NCLT.

Yours faithfylly,
O

C S Rajan

Managing Director

Infrastructure Leasing & Financial Services Limited

Registered Office : The IL&FS Financial Centre, Plot C-22, G Block, Bandra-Kurla Complex, Bandra East, Mumbai 400 051
Phione : 2653 3333 Pax : 26527056 Website - wwwi.ilfsindia.com CIN No U65990MH1987PLC044571
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IL&FS GROUP

FIFTH REPORT ON PROGRESS AND
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L. PREFACE %
1. This Report is being submitted to the Ministry of Corporate Affairs (MCA) pursuant to
the:

1.1, Report on Progress and Way Forward dated October 30, 2018 (First Report)

1.2. Second Report on Progress and Way Forward dated December 2, 2018 (Second
Report);

1.3. Third Progress Report on Proposed Resolution Framework (Third Report); the
Addendum to the Third Progress Report dated January 15, 2019 (Addendum to
the Third Progress Report) (collectively referred to as the Resolution
Framework Report); and

1.4. Fourth Report on Progress and Way Forward dated January 15, 2019 (Fourth
Report)
(collectively referred to as the Reports).

2. The First Report and Second Report were filed by the MCA with the Hon’ble National
Company Law Tribunal, Mumbai Bench (NCLT) at the hearings on October 31, 2018
(First Report filed) and December 3, 2018 (Second Report filed), and the Resolution
Framework Report and the Fourth Report was filed by MCA with the Hon'ble NCLT
at the hearing on January 16, 2019.

3. This Meport sels forth whe key sieps that have been taken by the New Board of
Infrastructure Leasing & Financial Services Limited (IL&FS) since the Fourth Report
(January 16, 2019) till August 9, 2019. Apart from the steps highlighted in this Report,
an ongoing task that the New Board of IL&FS (New Board) has been performing since
their appointment is a fact finding exercise supported by existing employees of the
group/subsidiary/joint ventures/jointly controlled operations of IL&FS (IL&FS
Group) and external experts/advisors. This fact finding exercise will enable the New
Board of ILXFS to identify the exact contours of the IL&FS Group, its diverse
operations and the obligations which need to be resolved. The process of assessing and
verification of such facts is an ongoing exercise (including audits, as may be required)
and is subject to further internal and external validation. Therefore, the information and
analysis as set out herein is based on data provided by the relevant entities in the IL&FS
Group to the New Board and is subject to ongoing verification and changes/ revisions/
corrections.

IL. EXECUTIVE SUMMARY

Capitaliscd terms used herein have the meaning as provided in the other Sections of
this Report

1. Resolution Framework and Classification of Entities

Pursuant to the order dated February 4, 2019, the 302 Group Entities which form a part
of the IL&FS Group have been classified into Indian and Offshore entities. Further, the
Indian IL&FS Group Entities have been classified by the Resolution Consultant into
three calegories of entities based on a *12 month cash flow based solvency test’ into
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“Green”, “Amber” and “Red”. Based on this classification by the Resolution
Consultant, the New Board has on the recommendations of the Resolution Consultant
put in place a payment protocol for the IL&FS Group during the resolution process.

The classification of entities, the payment protocol and the Resolution Framework has
been/is being considered by the Hon’ble NCLAT and the Hon’ble NCLAT has inter
alia directed the appointment of the Justice D.K. Jain (Retd.) to supervise the operation
of the resolution process for the IL&FS Group. These aspects are dealt with in Section
[II of this Report.

Asset Level Resolution and other monetization measures

Pursuant to the Reports, the New Board has sought to explore options for the sale of
interest of the IL&FS Group in a number of core assets and business and non-core
assets. An update on the resolution processes which have been launched or are under
discussion with other stakeholders is dealt with in Section [V of this Report.

Update on appointment of chartered accountant firms for recasting of the books
of accounts

Section V of this Report deals with the suggestion of names of chartered accountant
firms by IL&FS to the MCA for the purposes of reopening and recasting the books of
accounts of IL&FS, IFIN and ITNL pursuant 1o the order dated January 1, 2019 passed
by the NCLT, Mumbaij Bench.

Cost Cutting Measures

In furtherance of the Reports, the New Board had taken initiatives on cutting costs by
using office spaces optimelly which is dealt with in Section VI.

Challenges to liquidity

Despite the Interim Order dated October 15, 2018 being passed by the Hon’ble NCLAT,
some banks/financial institutions have been taking coercive steps in relation to amounts
lying in the accounts of IL&FS Group Companies which has been dealt with in Section
VIL

Legal Proceedings against ISSL

Pursuant to an advertisement dated November 13, 2018, IL&FS had (in accordance
with the First Progress Report) invited expression of interest for a potential acquisition
of 81.24 % of the issued and outstanding equity shares of IL&FS Securities Services
Limited (ISSL). However, the sale process of ISSL was kept on hold inter alia in view
of the investigation of SEBI and EoW in relation 1o certain mutual fund units (Mutual
Fund Units) provided as collateral for trades (in Options Contracts) conducted by
Allied Financial Services Pvt. Ltd. (a client of ISSL). Section VIII provides an update
on the steps taken/proceedings filed by ISSL in this regard.

Payments under guarantees issued by the Government of India
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IL&FS had availed of certain loans from the ADB and KfW for financing certain ]
projects which were guaranteed by the Government of India. Since IL&FS was unable
to meet its repayment obligations, the Govemment of India, under the terms of its
sovereign guarantee, has repaid amounts from the Contingency Fund of India to ADB i
and KfW. The amount paid by the Government of India is presently being shown in the
books of IL&FS as a loan from GOL. The details are set out in Section IX.

8. Special Audit Sanctioned By The New Board

In furtherance to Interim Report submitted by the Serious Fraud Investigation Office ]
dated November 30, 2018 (SFIO Interim Report), the audit committee of IL&FS !
appointed Grant and Thornton India LLP on January 28, 2019 to conduct a special audit
for all high-value transactions undertaken by IL&FS and few of the companies under X
IL&FS Group (including special audit on priority for IL&FS Financial Services
Limited) for the period commencing April 1, 2013 to September 30, 2019 which is dealt
with in Section X.

9. RBI Inspection Report
In addition to the foregoing, the Reserve Bank of India (RBI) had initiated an inspection

into IL&FS and IFIN and submitted reposts dated March 22, 2019, which is dealt with
in Section XI.

1l RESOLUTION FRAMEWORK & CLASSIFICATION OF IL&FS GROUDP
ey ot o L i leAllON OF JL&TS GROUDP
ENTITIES

I Ly g T LT o .

1. Indian and Offshore Group Entities of the IL&FS Group s

L1 To enable compliance with the order dated October 31, 2018 passed by the Hon’ble
NCLT, Mumbai, IL&FS issued a letter to the Ministry of Corporate Affairs dated &

November 30, 2018 setting out the: “g
X

(a) names of entities of the IL&FS Group that were closed/struck EE
off/divested/liquidated; and il

-

(b)  remaining 301 subsidiaries, joint controlled entilies, group companies and Y
associates which form part of the IL&FS Group (in addition to IL&FS) K
(collectively referred to and IL&FS Group Eatities and individually IL&FS f
Group Entity), [

1.2 This list of 302 IL&FS Group Entities and the letter dated November 30, 2018 which 5
was issued by IL&FS to the MCA has been placed before the Hon'ble National t
Company Law Appellate Tribunal (Hon’ble NCLAT) and the Hon’ble NCLT by B
affidavits dated December 17, 2018 and December 2, 2018 respectively. ',.:

1.3 Of the 302 IL&FS Group Entities, 169 IL&FS Group Entities are incorporated within
the territorial jurisdiction of India (Indian IL&FS Group Entities), whereas 133
IL&FS Group Entities are incorporated/located abroad/outside India (Offshore IL&FS
Group Entities) details of which are enclosed as Annexure 1 and 2 respectively. These
lists were prepared by IL&FS pursuant to the order dated February 4, 2019 passed by
the Hon'ble NCLAT and provided to the MCA for filing with the Hon'ble NCLAT
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under cover of a letter dated February 9, 2019 issued by IL&FS to the MCA which the
MCA has in tumn filed with the Hon’ble NCLAT vide an affidavit dated February 11,
2019.

2. Classification of Indian IL&FS Group Entities on the basis of solvency criteria

2.1  The Indian IL&FS Group Entities have been classified by the Resolution Consultant
into two main categories of entities based on a *12 month cash flow based solvency
test’ (Testing Period). These two main calegories are:

(a) anIndian IL&FS Group Entity:

h wiliere there 18 o puyment derauivoverdues SUDSlSllﬂg currently and cash
flows to be generated by that entity in the Testing period from its
operations and available cash balances are sufficient to meet all payment
obligations of that entity (both operational and financial, secured as well
as unsecured) as and when such payment obligations fall due in the
Testing Period,;

(i}  which do not rely upon other IL&FS Group Entities for any financial
support to service its debt obligations (financial and operational)

Such entities have been categorized as “Green” entities within the IL&FS
Group; and

(b) those Indian IL&FS Group Entities, which do not meet the criteria set out in
paragraph 2.1 (a) above. For the sake of convenience, entities falling in this
category have been further segregated into two sub-categories, namely:

(i) “Amber” entities i.e. those entities which are not able to meet all their
respective obligations (financial and operational) during the Testing
Period but can only meet operational payment obligations and payment
obligations to senior secured financial creditors (financial creditors
whose financial debt is secured by a first charge over the assets of the
relevant IL&FS Group Entity) during the Testing Period".

(i)  “Red” entities i.e. those entities which cannot meel their respective
payment obligations towards even senior secured financial creditors as
and when they fall due in the Testing Period?.

2.2 Ofthe 169 Indian IL&FS Group Entities, the Resolution Consultant has classified 158
Indian IL&FS Group Entities whereas the classification for 11 Indian IL&FS Group
Entities is currently underway. A summary of the classification of the 169 Indian

! For the purposes of detennining *Ambet” Indian IL&FS Group Entities, in addition to ability of making payment
to senior secured creditors of such companies as and when they fall due, the cash flow sufficiency to meet current
operational payments (post September 30, 2018) has been considered.

? Where the relevant “Red” Indian IL&FS Group Entities does not have senior secured financial debt, the
unsecured (operational and financial) debt of that Indian IL&FS Group Entity has been considered, which aiso
cannot be fully paid as and when it falls due.
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2.3

IL&FS

@

(b)

(c)

(d)

(e)

Of the
externa
89,246

Ve

55 Indian IL&FS Group Entities have been classified as “Green” Entities. A list
of the 55 “Green” Indian IL&FS Group Entities are enclosed as Annexure 3;

Group Entities is as follows:

13 Indian IL&FS Group Entities have been classified as “Amber” Entities. A
list of the 13 “Amber” Indian IL&FS Group Entities is enclosed as Annexure
4

82 Indian IL&FS Group Entities have been classified as “Red” Entities. A list
of the 82 “Red” Indian IL&FS Group Entities is enclosed as Annexure 5.

8 Indian IL&FS Group Entities have been classified as undergoing
liquidation/winding up/insolvency resolution proceedings under the Insolvency
& Bankruptcy Code, 2016 (IBC) and the Companies Act, 2013 (Act). A list of
the 8 Indian IL&FS Group Entities is enclosed as Annexure 6; and

The classification for 11 Indian IL&FS Group Entities is currently underway. A
list of these 11 Indian IL&FS Group Entities is enclosed as Annexure 7.

total fund based debt availed by the 169 Indian IL&FS Group Entities from
I creditors (as of October 8, 2018) which aggregates to approximately INR
crores (Domestic IL&FS Group External Fund Based Debt), the total fund

based debt availed by these 150 Indian IL&FS Group Entities set out above in

paragra
83,350.
set out

phs 2.2(a), 2.2(b) and 2.2(c) hereinabove, aggregates to approximately INR
5 crores. The 11 Indian IL&FS Group Entities that are pending classification (as
in paragraph 2.2(e) above) presently account for approximately INR 5,895.9

crores. A summary is set out below:

S. No. ‘Details Domestic IL&FS
: TR - Group External
£ ; S | - Fund-Based Debt

i : L ; -(in INR crores)

1. | Number of “Green™ Entities ~ 55 11,022.9

2. Number of “Amber” Entities — 13 16,372.6

3. Number of “Red” Entities — 82 61,375.6

4, Number of Indian IL&FS Group Entities for 5,895.9

which classification is still underway — 11

5. Number of Indian IL&FS Group Entities which 5.7

are undergoing liquidation proceedings, winding
up and/or insolvency resolution proceedings
under the IBC and/or the Act -8
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4.1,

12-A

The Resolution Framework Report which was submitted by the New Board with the
MCA was filed before the Hon’ble NCLAT and Hon’ble NCLT vide affidavits dated
January 24, 2019 and January 15, 2019 respectively.

Payment Protocol

The Resolution Framework Report set out that given the challenges faced by the IL&FS
Group, an ‘Asset Level Resolution’ and in some cases, the sale of a business vertical

comprising of a basket of companies/entities is the most feasible option for the
resolution of the IL&FS Group.

The New Board has on the recommendations of the Resolution Consultant put in place
a payment protocol for the IL&FS Group during the resolution process (keeping in mind
the classification of entities on the basis of the ‘12 month cash flow based solvency test’
as set out in Section 1II, paragraph 2.1. above). The salient features of the ‘payment
protocol” are as follows:

{(a) companies categorized as ‘Green’ companies are lo be permitied to make
payments of all their current obligations (both financial and operational) as per
the scheduled repayment terms, as an exception to the principle that entities are
permitted to make only payments necessary to maintain and preserve the ‘going
concern’ status (since “Green” Entities have been determined as being able to
meet all their respective payment obligations during the Testing Period). As set
out in Section III, paragraph 4.4. below, the Hon’ble NCLAT has by an order
dated February 11, 2019 permitted all “Green” Indian IL&FS Group Entities to
continue to make all their respective payments as per the scheduled repayment.

(b Companies categorized as ‘Amber’ and ‘Red’ entities are permitied to make
only payments necessary to maintain and preserve the ‘going concern’ status
during the period when resolution process is underway.

Further, as regards, "Amber” and “Red” Entities, as set forth in the Resolution
Framework Report:

(a) where payments have been made to creditors or have been appropriated by
creditors of these entities and not returned to the relevant entity in breach of the
[nterim Order, such amounts shall be suitably adjusted against any payments to
be made to the relevant creditor at the time of completion of the sale /resolution
process in respect of that entity; and

(b) all monies/amounts/cash being collected in the respective “Amber” and “Red”
entities are being held in trust (in those companies) and they shall only be used
for discharging liabilities of creditors of these “Amber” and “Red” Entities upon
sale/completion of the resolution process of the “Amber” and “Red” Entities,
which process is currently underway for a number of such entities.

Proceedings relating to the Resolution Framework

The protection granted by the Hon’ble NCLAT by its Order dated October 15, 2018
(Interim Order) in Company Appeal Nos. 346 and 347 of 2018 (Appeals) against,

8




4.3,

4.4.

4.6.
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inter alia, coercive action in respect of IL&FS and entities in the IL&FS Group, has
provided the New Board with a period of calm in order to effectively implement the
orders of the Hon’ble NCLT, The Interim Order enables value preservation of the assets
of the IL&FS Group and also serves to enable the New Board in its effort to evaluate
and prepare a resolution plan keeping in mind the various stakeholders and arrive at a
fair resolution for the IL&FS Group. The Interim Order continues until further orders.

The Hon’ble NCLAT has by orders dated February 4, 2019 and February 9, 2019
appoinied Justice (Retd.) D.K. Jain to supervise the operation of the resolution process
for the IL&FS Group (on the terms set out in the affidavit filed with the Hon'ble
NCLAT on February 11, 2019)

In addition to the above, the NCLAT, by its order dated F ebruary 4, 2019 had directed
(@) IL&FS/MCA to file a list group companies/entities of the IL&FS which are
incorporated in the territorial jurisdiction of India and outside India, separately so as 1o
exclude the entities of the IL&FS Group outside India from the purview of the Interim
Order; and (b) MCA file a list of companies/entities of the IL&FS Group that are in the
‘Green’, ‘Amber’ and ‘Red’ categories having their registered office in India by the
next date of hearing i.e. February 11,2019 (defined in Section I11, paragraph 3.3 above).

By its order dated February 11, 2019, the Hon’ble NCLAT

(a) permitied that the “Green” entities (defined in Section III, paragraph 3.3 (a)
above) (which have been determined as being able meet all their respective
payment obligations during the 12-month cash flow based solvency test period)
to continue servicing of their respective debt obligations as per the scheduled
repayment.

(b) recorded that the Asset Level Resolution (as defined in the Resolution
Framework) for these “Green” Entities, will remain subject to the overall
supervision of the Hon’ble NCLT and Justice (Retd.) D.K. Jain.

(c) recorded an observation in respect of creditors that are not releasing payments
from the accounts of IL&FS Group Entities to preserve the “going concern” status
of group entities of the IL&FS. The observation is as follows:

“While we are not issuing any specific observations at this stage, we are of the
view that if any amount is payable by lenders to any members of 'IL&FS Group
Companies, they may release i1, failing which this Appellate Tribunal may pass
necessary order after hearing parties on the next date”

On February 25, 2019, on an application by a creditor of the IL&FS Group, the Hon’ble
NCLAT by its order dated February 25, 2019 clarified that in light of the Interim Order,
no financial institution will declare the accounts of IL&FS or IL&FS Group entities
‘non-performing asset’ without prior permission of NCLAT due to non-payment of
dues by the IL&FS and IL&FS Group entities including the ‘Amber Companies’, The
Reserve Bank of India has filed an application seeking a modification to the order dated
February 25, 2019 which is currently pending.

On February 26, 2019, the NCLAT considered an interlocutory application filed by
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4.8.

4.9.

4.10.

12:C

National Highways Authority of India (NHAI) and by an order directed that the Bank
Guarantee issued by Central Bank be extended by a period of 6 months. In this regard,
it is pertinent to note that by an order dated March 19, 2019 the NCLAT has directed
that Bank Guarantees that would expire during the pendency of the Appeals pending
before it be extended by a period of three months

The Appeals have thereafter come up for hearing on March 12, 2019, March 19, 2019,
March 29, 2019, April 8, 2019, April 16, 2019 and April 29, 2019 at which time the
Hon’ble NCLAT considered arguments on the Resolution Framework and question of
payments 10 the creditors of “Amber” Indian IL&FS Group Entities.

On May 21, 2019, the Hon’ble NCLAT was apprised of a restructuring proposal that
was received for MBEL (a subsidiary of ITNL) from the MBEL Secured Lenders.
However, since the said restructuring proposal was being negotiated between the
MBEL Secured Lenders and IL&FS, the Hon’ble NCLAT adjourned the Appeals to
May 29, 2019.

At the hearing on May 29, 2019, the MCA and IL&FS provided an update on the
restructuring proposal for MBEL. In addition, IL&FS and MCA also submitted that:

(a) the New Board is open to considering similar proposals in respect of other
“Amber” and “Red” entities of the IL&FS Group;

(b)  Allahabad Bank was not releasing monies towards “Going Concern” payments in
respect of Road Infrastructure Development Company of Rajasthan Limited
(RIDCOR) a group company of the IL&FS Group; and

(c) certain banks/financial institutions have refused to create fixed deposits from
amounts lying in the accounts of IL&FS Group Companies.

Upon hearing all parties, the Hon’ble NCLAT was pleased to pass the following
directions:

“In the facts and circumstances, we allow the Union of India and ILFS
to finalize the matter relating to one of the ‘Amber Entity’ for which
Term Sheet has been placed for approval. Union of India and ILFS are
also allowed to take similar steps with regard to rest of the ‘Amber
Entities ', which may be declared as ‘Green Ewiities’ and thereafier to
get Term Sheet approved.

Once one or other Entity is declared as "Green Entity’, the Board of
Directors of ILFS will permit such Green Entities to service their debt
obligations as per scheduled repayment. The Resolution of the ‘Green
Entities’ shall be within the Resolution Framework as observed with
regard 1o other ‘Green Entities’ by our order dated 11th February,
2019.

..if we find that one or other ‘Amber Entity’ has not been declared

‘Green Entity’ and there is no likelihood of declaring them as Green
Entity, this Appellate Tribunal may pass appropriate order for service
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aof debr and obligation of the Lender(s) on proportionate basis within a
time frame.

...if one or other Bank including Allahabad Bank do not releuse Sunds
as per our order dated 11th February, 2019 for payment of salaries to
the employees for keeping the entity as a going concern, it will be open
to the Union of India and the ILFS to bring it to the notice of this
Appellate Tribunal for passing appropriate order against such Bank.”

A copy of the order dated May 29, 2019 is enclosed as Annexure 8.

At the hearing on July 12, 2019, the Hon’ble NCLAT was apprised that pursuant to the
order dated May 29, 2019:

(a) restructuring proposals had been received for two more “Amber” entities in the
IL&FS Group (apart from MBEL) namely Jharkhand Road Projects
Implementation Company Limited and West Gujarat Expressway Limited.
Pursuant to discussions/negotiations with the lenders of these two “Amber”
entities on the restructuring proposal, binding terms sheets had been signed by
all lenders;

(b) in respect of the restructuring proposal received for MBEL, all lenders have
signed the term sheet for MBEL except Bank of India, whose approvals are
expected to come soon (the Bank of India has subsequently signed the MBEL
term sheet as demonstrated in paragraph 5 below); and

(c) upon binding documentation being completed between the lenders and the
borrowers/ IL&FS for each of these three “Amber” entities of the IL&FS Group
payments would be released and the categorisation for these three Amber
entities will change to “Green”.

Afier hearing all parties, the Hon’ble NCLAT was pleased to pass the following order:

“The ILFS und Union of India will ensure that with regurd 1o rest of the
ten Amber Companies they will follow similar procedure and get
agreement signed on an early date, preferably within fifieen days.

“The ILFS and Union of India are allowed two weeks '’ time to state as
1o what action they intend to take with regard 10 55 Red Entities and the
timeframe and specifically state as to whether any one or more Red
Entities can be turned as ‘Amber Entity’ or ‘Green Entity’, If it is not
possible, they will inform the steps required to be taken for the other
Red Entities.

In the said affidavit, the ILFS and Union of India will specifically state
as to what steps they will take to release the amount payable towards
‘Pension Fund': ‘Provident Fund’; ‘Army Group Insurance Fund':
‘Gratuity Fund' Superannuation Fund’; ‘Postal Life Insurance Fund'
efc, if invested in one or other ‘Red Entity".”
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At the hearing on August 8, 2019, the Hon’ble NCLAT , alter hearing the parties inter
alia, passed directions regarding the “Amber” and “Red” entities of the IL&FS Group
and directed IL&FS/MCA 1o provide an updated report by September 3, 2019. The
Appeals are scheduled to be listed on September 5, 2019 at 2:00 p.m. A copy of the
order dated July 12, 2019 and August 8, 2019 are enclosed as Annexure 9 and 10
respectively.

Restructuring Proposal in respect of “Amber” Entitics

Moradabad Bareilly Expressway Limitedi

(a) Moradabad Bareilly Expressway Limited. (MBEL), a member of the IL&FS
Group is engaged in the construction of the Moradabad Bareilly section of
National Highway No. 24 in the state of Uttar Pradesh, on a design, build,
finance, operate and transfer basis. MBEL has been classified as an “Amber”
entity as (as defined in above in paragraph 2.1 (b) (i)).

(b) IL&FS has received a proposal from the secured lenders of MBEL (namely
India Infradebt Limited, L&T Infrastructure Finance Company Limited, L&T
Finance Limited, L&T Infrastructure Debt Fund, Bank of Baroda and Bank of
India (collectively the “MBEL Secured Lenders™)) which contemplates certain
reliefs and concessions to be granted by the MBEL Secured Lenders

(i) release of cash flows from the existing bank accounts maintained by
MBEL to discharge accrued and unpaid amounts (both financial and
operational) to IL&FS Group company creditors and operational
creditors of MBEL;

(i) reduction in rate of interest charged by the MBEL Secured Lenders; and

(i)  modifications to certain terms of the secured financial debt availed by
MBEL from the MBEL Secured Lenders.

The MBEL Proposal also contemplates restructuring of certain terms relating to
the financial facilities availed by MBEL from the IL&FS Group company
creditors.

(c) The MBEL Proposal has been considered by IL&FS was considered in light of
the following principles, as laid down by the New Board:

(i) whether the IL&FS Group entity in consideration will become positive
equity (i.e. it is able to repay all creditors over the life of the project/
business being currently undertaken by the IL&FS group entity); and

(i) the terms of restructuring as being contemplated do not compromise the
recoveries of the IL&FS Group creditors that have provided financial
facilities to such IL&FS Group entity, having regard to their claims and
the principles outlined in the Resolution Framework Report.

(d)  Pursuant to discussions amongst MBEL and its lenders, the MBEL Proposal has
been approved by all the lenders of MBEL, including MBEL Secured Lenders.

12




12 F

A copy of the signed binding term sheet (MBEL Binding Term Sheet), signed
by each of the parties thereunder (including the MBEL Secured Lenders) is
enclosed as Annexure 11. Upon execution of the binding documents to reflect
the terms set out in the MBEL Binding Term Sheet and implementation of the
MBEL Proposal, MBEL would be reclassified as a “Green” Entity (as defined
above in paragraph 2.1 (a)).

3.2, Jharkhand Road Projects Implementation Company Limited

(a) Jharkhand Road Projects Implementation Company Limited (JRPICL), a
member of the IL&FS Group, is undertaking the development of 5 road projects
on a build, operate, transfer annuity basis in the state of Jharkhand, in
accordance with the terms of the concession agreements entered into with the
Governor of the State of Jharkhand and Jharkhand Accelerated Road
Development Company Limited. JRPICL has been classified as an “Amber”
entity (as defined in above in paragraph 2.1(b) (i)).

(b)  In addition to MBEL, IL&FS has also received a restructuring proposal
(JRPICL Proposal) from the secured lenders of JRPICL (namely India
Infradebt Limited, L&T Infrastructure Debt Fund Limited, Aditya Birla Sun
Life Mutual Fund, Capital Asset Fund and Aditya Birla Health Insurance
Company Limited) (collectively the JRPICL Secured Lenders) which also
contemplates certain reliefs and concessions to be granted by the JRPICL
Secured Lenders, including the following:

(i) release of cash flows from the existing bank accounts maintained by
JRPICL to discharge accrued and unpaid amounts (both financial and
operational) to IL&FS Group company creditors and operational
creditors of JRPICL;

(i) reduction in rate of interest charged by the JRPICL Secured Lenders;
and

(i)  modifications to certain terms of the secured financial debt availed by
JRPICL from the JRPICL Secured Lenders.

(c) The JRPICL Proposal also contemplates restructuring of certain terms relating
to the financial facilities availed by JRPICL from the IL&FS Group company
creditors.

(d) The JRPICL Proposal has also been considered by IL&FS in line with the
principles set out in above in paragraph 5.1 (c). Pursuant to discussions amongst
JRPICL and its lenders, the JRPICL Proposal has been approved by all the
lenders of JRPICL, including the JRPICL Secured Lenders and a copy of the
signed binding term sheet (JRPICL Binding Term Sheet), signed by each of
the parties thereunder (including the JRPICL Secured Lenders) is enclosed as
Annexure 12. Upon execution of the binding documents to reflect the terms set
out in the JRPICL Binding Term Sheet and implementation of the JRPICL
Proposal,, JRPICL would be reclassified as a “Green” Entity (as defined above
in paragraph 2.1 (a)).
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West Gujarat Expressway Limited

(a) West Gujaral Expressway Limited (WGEL) had been awarded a project to
develop, design, finance, construct, operate and maintain the 68 km Jetpur
Gondal and Rajkot bypass section including the Rajkot bypass on National
Highway No. 8B in the state of Gujarat, on a toll-based build, operate and
transfer project. WGEL has been classified as an “Amber” entity (as defined in
above in paragraph 2.1(b)(i)).

(b) In addition to MBEL and JRPICL, IL&FS has also received a restructuring
proposal (WGEL Proposal) from the secured lenders of WGEL (namely L&T
Infrastructure Finance Company Limited and L&T Infrastructure Debt Fund
Limited) (collectively the WGEL Secured Lenders) which also contemplates
certain reliefs and concessions to be granted by the WGEL Secured Lenders,
including the following:

(1) release of cash tlows from the existing bank accounts maintained by
WGEL to discharge accrued and unpaid amounts (both financial and
operational) to certain IL&FS Group company creditors and certain
operational creditors of WGEL;

(i) reduction in rate of interest charged by the WGEL Secured Lenders; and

(iif)  modifications to certain terms of the secured financial debt availed by
WGEL from the WGEL Secured Lenders.

The WGEL Proposal also contemplates restructuring of certain terms relating to
the financial facilities availed by WGEL from the IL&FS Group company
creditors.

(©) The WGEL Proposal has also been considered by IL&FS in line with the
principles set out in set out in above in paragraph 3.1 (c). Pursuant to discussions
amongst WGEL and its lenders, the WGEL Proposal has been approved by all
the lenders of WGEL, including the WGEL Secured Lenders and a copy of the
signed binding term sheet (WGEL Binding Term Sheet), signed by each of the
parties thereunder (including the WGEL Secured Lenders) is enclosed as
Annexure 13. Upen execution of the binding documents to reflect the terms set
out in the WGEL Binding Term Sheet and implementation of the WGEL
Proposal, WGEL would be reclassified as a “Green” Entity (as defined above at
paragraph 2.1 (a)).

As and when proposals in respect of any of the other 10 “Amber” IL&FS Group Entities
are finalized, we will update the MCA about the same so that necessary filings may be
made with the Hon’ble NCLAT and other forums (as required).

ASSET LEVEL RESOLUTION AND OTHER MONETIZATION MEASURES

Given the position of and the challenges in the IL&FS Group, as set out in the
Framework Resolution Report, the ‘Asset Level Resolution’ and in some cases, the
sale of a business vertical comprising of a basket of companies and other entities is the
most feasible option for Resolution of the IL&FS Group. Accordingly, the New Board
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has initiated the process relating to the Assel Level Resolution in accordance with the
steps contemplated in the Resolution Framework Report.

Since taking charge on October 1, 2018, the New Board has executed key steps towards
addressing more than INR 20,000 crores of debt in the IL&FS Group. It is submitted
that this represents a significant interim outcome in the overall resolution process for
the IL&FS Group. It is further submitted that a critical focus of the New Board has
been to maintain the *going concern’ status for the IL&FS Group Entities. IL&FS has
also issued a press release to this effect on July 24, 2019, a copy of which is enclosed
as Annexure 14. As stipulated in the said press release, the IL&FS Group has been
focused on multiple resolution initiatives including expediting recoveries of loans
made by the IL&FS Group, which amounts will be utilized towards discharging claims
of the creditors of the relevant IL&FS Group Entities in accordance with Resolution
Framework Reports.

Update on the Sale Process For Core Assets

As set forth in the Fourth Progress Report, the assets divestment process for the
following entities has already been initiated by inviting expressions of interest (EOIs)
and the progress is as follows:

Renewable energy assets/businesses

(a) Pursuant to the publication of the invitation for EOIs, 25 EQls were received
and 22 parties were shortlisted as per the eligibility criteria set forth in the EOI.

(b) Al the end of the binding bidding process, afier comprehensive due diligence
including site visits across 12 sites spread across 7 states, GAIL (India) Limited
(GAIL) has emerged as the highest bidder for 7 operating wind power plants
(Wind SPVs) having a total generation capacity of 874 MW. GAIL’s offer of
approximately INR 4,800 crores for 100% of Enterprise Value {(GAIL
Proposal) contemplates no hair-cut to the debt of the Wind SPVs, aggregating
to approximately INR 3,700 crore. Hereio annexed and marked as Annexure
15 is a copy of the press release by the IL&FS in relation to the Wind SPVs. In
line with the steps contemplated in the Resolution Framework Reports, a
committee of creditors of IL&FS Wind Energy Limited (IWEL) (i.e. the
selling IL&FS Group shareholder) (IWEL CoC) was constituted and the
GAIL Proposal was unanimously approved by the IWEL CoC.

(© Engagement with ORIX Corporation, Japan (ORIX), the other shareholder in
each of the Wind SPVs (holding the remaining 49% in each of the Wind SPVs),
was also ongoing since ORIX had asserted its rights under the existing
shareholders agreements. Accordingly, a memorandum of undertaking dated
November 28, 2018 (MoU) was entered into amongst ORIX, IL&FS Energy
Development Company Limited and IWEL. In terms of the MoU, ORIX had
an option to purchase IWEL’s stake in each of the Wind SPVs at the highest
price binding bid (received pursuant to the publicly solicited bid process — in
this case, the bid submitted by GAIL), which was disclosed to the bidders
(including GAIL) as part of the sale/ resolution process. Accordingly, after
approval of the GAIL Proposal by the IWEL CoC, ORIX was required to
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decide on whether it wished to purchase the 51% from IWEL or sell its 49%
as part of the publicly solicited process in terms of the MoU to GAIL.

Subsequently, ORIX has pursuant 1o its letter dated May 13, 2019 confirmed
ils intention to exercise its right under the MoU to purchase the 51%
shareholding held by IWEL in each of the Wind SPVs on the same terms as
the GAIL Proposal. Hereto annexed and marked as Annexure 16 is a copy of
the press release issued by IL&FS in relation to the same.

Accordingly, IL&FS submitted ORIX’s final proposal to acquire IWEL’s stake
in the Wind SPVs to Justice D.K. Jain (Retd) for his consideration in
accordance with the order dated February 11, 2019 passed by the Hon’ble
NCLAT.

By a letter dated July 15, 2019, the Justice (Retd.) D.K. Jain has approved the
sale of the Specified Wind SPVs to ORIX. A copy of the letter issued by Justice
(Retd.) D.K. Jain approving the sale of the Specified Wind SPVs to ORIX is
enclosed as Annexure 17. The share purchase agreement was signed with
ORIX on August 7, 2019.

In line with the process outlined in the Resolution Framework Report, ORIX’s
proposal is expected to be filed with the Hon’ble NCLT in the week of August
8, 2019 — August 15, 2019,

As per the Resolution Framework Report, the sale proceeds, as and when
realised by IWEL shall be held in trust for distribution to the relevant
stakeholders in accordance with the Resolution Framework Reports, filed with
the Hon’ble NCLT and the Hon’ble NCLAT by the Union of India.

2 Domestic Road Assets/Businesses

Pursuant to the publication of the invitation for EQIs for 22 Assets/Businesses
in the Domestic Roads vertical in December, 2018, 34 EQOIs were received and
32 bidders were shortlisted as per eligibility criteria set forth in the EOL

Non-disclosure undertakings were signed with all 32 bidders and site visits
have been completed. The targeted bid due date for these Domestic Road
Assets (which include 8 “Amber” entities) is August end.

1.3 Education and Related businesses

(a)

(b)

Pursuant to the publication of the invitation for EOIs for 3 Assets/Businesses
in the education vertical of the IL&FS Group, 12 EOIs were received and 11
bidders were shortlisted as per eligibility criteria set forth in the EOL

Non-disclosure undertakings were signed with the bidders and site visits were
completed. The binding bid for education business of the IL&FS Group was
received on July 23, 2019, and the same is currently under evaluation.

1.4 Alternative Investment Fund (AIF) management business conducted by / assets
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under management of IL&FS Investment Managers Limited (IIML)

(a) Pursuant to the publication of the invitation for EOIs for this business, 11 EOIs
were received on January 11, 2019 and all 11 were shortlisted based on
eligibility criteria set forth in the EOI.

(b) However, based on finalization of transaction structure, upon investor
feedback, the timelines were extended from April 5, 2019 and the revised dates
are yet to be notified.

IL&FS Prime Terminals FZ.C

(a) The process was relaunched seeking non-binding bids which have been
received on July 5, 2019.

(b) These bids have been shared with the lenders and discussions are ongoing with
the lenders on next steps.

Thermal Assets and Related Business

On February 1, 2019, IL&FS published an advertisement inviting EOls from interested
applicants for a potential acquisition of shares held by IL&FS Group in the Thermal
Power and Related Assets comprising of the following:

(a) Asset 1A: 91.38% shares held by IL&FS Group in IL&FS Tamil Nadu Power
Company Limited, which owns and operates 1,200MW thermal power plant at
Cuddalore, Tamil Nadu and has future expansion potential of 2,640 MW; and

(b) Asset 1B: 100% shares held by IL&FS Group in Porto Novo Maritime Limited,
developing a captive port at Cuddalore, Tamil Nadu to be utilized for import and
direct transfer of coal to the aforesaid thermal power plant; and / or

(c) Asset 2: 100% shares held by IL&FS Group in IL&FS Maritime Offshore Pte.
Limited, Singapore, an investment vehicle which inter alia owns 95% of a coal
mining company in Indonesia.

(Collectively hereinafter referred to as the
Thermal Power and Related Assets)

The last date for submission of EOI was February 11, 2019. A copy of the
Advertisement dated February 1, 2019 is enclosed as Annexure 18. 18 EOls were
received and 17 parties were shortlisted based on the eligibility criteria and non-
disclosure agreement were signed with 17 parties who then progressed with the
diligence process and conducted site visits. The expected closure for the sale of the
stake of IL&FS Group helding in this company would depend on the progress of due
diligence.

Chongging Yuhe Expressway Company Limited

(@) Chongging Yuhe Expressway Company Limited (CYECL) (a company
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incorporated in China Mainland) is a joint venture in which the IL&FS Group
holds 49 % through ITNL International Pie Ltd. ITNL Interational Pte Limited
is a company incorporated in Singapore and a wholly owned subsidiary of ITNL
which in turn is a wholly owned subsidiary of IL&FS.

CYECL holds a concession for a toll based expressway of approximately 58.72
kms in China Mainland, over which it has the right to coliect toll from users.
Approximately 13.25 years of the term of the current concession contract
remains as of March 2019 and CYECL has rights to collect toll from users and
subsidies from the Chinese Government for the balance period of the
concession.

On April 25, 2019, IL&FS published an advertisement inviting EOIs from
interested applicanis for a potential acquisition of 49 % equity stake in CYECL
held by ITNL International Pte Ltd. A copy of the Advertisement is enclosed as
Annexure 19.

The last date for submission of EOI was May 10, 2019 pursuant to which the
Company has received five Eols from eligible bidders. Site vists have
commenced from July 8, 2019 and the targeted binding bid submission date will
be finalized depending on the progress of due diligence.

1.8 Sale of Real Estate Assets

(a)

(b)

Various non —core real estate assets (over 30 properties) belonging to IL&FS
and its group companies have been identified for sale.

The process for sale has been initiated and international property consultants
have been appointed to assist in the sale process. Set out below is a tabular
statement setting out the progress achieved in the sale process for real estate
assets in the IL&FS Group

S Property Asset o Particulars
ND. i : 1 3 iy L a1

1. | Nana/Mota Layja Land (8) An International Property

(2881 acres) Consultant (IPC) has been
appointed

(b) Advertisement  inviting  Eols
published on July 1, 2019

(c) Land title search report completed
upto date

2, | GIFTCL (a) IPC appointed
(b) Advertisement teaser and EOI for
GIFT I and II published n July 15,

Pre-leased 1,61,383 sq. fi, 2019. Eol submission expected by
Un-leased 2,80,383 sq, fi. August 26, 2019

Development | 2.9 million sq.

rights fi

3. | GIFTCL (Equity shareholding | (a) The Government of Gujarat has
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of IL&FS agreed in-principle to purchase the
50 % equity stake of IL&FS in
GIFTCL

(b) Valuer has been appointed and
valuation process is underway

4. | Hill County Properties Limited | (a) Decision has been taken 1o sell the
entity;
(b) An IPC has been appointed

5. | Residential Properties (5), | (a) An IPC has been appointed,
Commercial Properties (8, | (b) Lawyers appointed for due
including The IL&FS diligence/transaction support.
Financial Centre)

Other Assets

Other processes in various stages of progress are IL&FS Technologies Limited, IL&FS
Environmental Infrastructure & Services Limited, ONGC Tripura Power Company
Limited, Mangalore SEZ Limited, IL&FS Paradip Refinery Waler Limited and 1SSL
CPG BPO Private Limited, Tamil Nadu Water Investment Company Limited and New
Tirpur Area Development Corporation Lid.

Proceedings to strike off company/voluntary winding up

Infrastructure Development Corporation of Assam Limited (IDCAL) was a joint
venture between IL&FS [IDC Fund & Guwabhati Metropolitan Development Authority
(each holding 50 % shares in IDCAL) which provided advisory services on
infrastructure projects in Guwahati. The voluntary liquidation of IDCAL was initiated
on September 26, 2018. By an order dated May 30, 2019 the Hon’ble NCLT, Guwahati
Bench, IDCAL has been dissolved. A copy of the order dated May 30, 2019 is enclosed
as Annexure 20,

Jharkhand E-Govemance Solutions & Services Limited (JESSL) had filed
proceedings before the Regisirar of Companies, Ranchi for removing the name of
JESSL from the register of companies under Section 248 of the Act. The Registrar of
Companies, Ranchi has, by publishing a notice dated May 17, 2019 under Section 248
(5) of the Act, declared that JESSL stands dissolved. A copy of the notice published
by the Registrar of Companies, Jharkhand is enclosed as Annexure 21.

Update on sale of cars

As was mentioned in the Fourth Progress Report the sale process for luxury cars has
been launched. Subsequently, 36 cars were identified for sale and bids were invited and
received in respect of these luxury cars. An application was made to Justice D.K. Jain
(Retd.) who has been appointed by the Hon'ble NCLAT to oversee the Resolution
process for the IL&FS Group, seeking his approval for concluding the sale of the
identified cars.

The basis of the application that was filed with Justice D.K. Jain (Retd.) were as
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