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THE following is the Statement 
made by Shri A Baksi, Chair

man, Industrial Finance Corporation of 
India, at the Seventeenth Annual 
General Meeting of the Corporation 
held in Delhi on September 29, 1965: 

Gentlemen, 
I welcome you to this Annual Gen

eral Meeting of the shareholders of 
the Corporation which is being held 
in a situation very different from that 
of past years. 

Printed copies of the Seventeenth 
Annual Report of the Board of Dir
ectors and the Accounts of the Cor
poration for the year ended the 30th 
June, 1965 are in your hands and I 
shall with your permission, take them 
as read. 

During the year under review the 
Corporation sanctioned financial assis
tance totalling Rs 33.44 crores to 98 
industrial units. The figure for the 
preceding year, excluding sanctions 
declined or cancelled, came to Rs 
35.18 crores in respect of 88 units. 
After the establishment of the Indus
trial Development Bank of India the 
size of the demand for assistance on 
us has in certain cases been smaller 
than it might otherwise have been. 
This enabled your Corporation to 
spread its assistance over a larger 
number of industrial units. The total 
of Rs 33.44 crores was made up of 
rupee and foreign currency loans of 
Rs 26.03 crores, underwritings of Rs 
4.59 crores and guarantees for deferred 
payments and for loans from abroad 
of Rs 2.82 crores. 

The quantum of assistance dis
bursed during the year was Rs 31,92 
crores out of which cash outgoings 
amounted to Rs 21.96 crores. The 
corresponding figures for the preceding 
year were Rs 21.88 crores and Rs 
17.99 crores respectively. The imp
rovement reflects the efforts made to 
shorten the period and the formalities 
between sanction and disbursement of 
assistance. The efforts will be further 
strengthened. 

The gross income for the year was 
Rs 612.56 lakhs as against Rs 507.28 
lakhs for the preceding year. Deduct
ing interest of Rs 342.02 lakhs on 
borrowings and other expenses of Rs 
28.33 lakhs, the gross profit was Rs 
242.21 lakhs from which a sum of 
Rs 110.79 lakhs was set apart towards 
taxation. The net profit for the year 
came to Rs 131.42 lakhs as against 
Rs 125.44 lakhs for the preceding 

year. You may like to know why the 
net profit was not still larger. The 
interest, on our borrowings went up 
by Rs 80 lakhs and the provision for 
taxation by Rs 9 lakhs; our investment 
in shares of new companies increased 
sizably but dividends were rare; while 
there was no bond issue in 1963-64 
we made one in 1964-65 and this 
naturally cost us some money; dis
bursements in the shape of dearness 
allowance and house-rent allowance to 
staff were larger and an ex-gratia pay
ment equal to one month's salary was 
made to all members of the junior 
staff. 

As appropriation out of the net pro
fit, a total sum of Rs 107.24 lakhs 
has been transferred to Reserves 
which now aggregate Rs 524.17 lakhs 
against the paid-up capital of Rs 
834.60 lakhs. The balance of Rs 24.18 
lakhs is being distributed as dividend. 

Gross financial assistance sanctioned 
by the Corporation during the 17 years 
upto the 30th June, 1965, totalled Rs 
274.41 crores. The net figure for this 
period, after adjustment of cancella
tions and withdrawals, was Rs 226.96 
crores. This consisted of rupee loans 
of Rs 152.25 crores, foreign currency 
loans of Rs 22.42 crores. underwrit
ings and direct subscription to, capital 
of Rs 18.10 crores and guarantees of 
Rs 34.19 crores. Out of the total of 
Rs 226.96 crores, Rs 154.16 crores 
(68 per cent) was for new projects and 
Rs 72.80 crores (32 per cent) for exist
ing concerns for expansion, modernisa
tion and diversification. The industries 
assisted cover a wide range: while 
sugar and textiles have been the two 
largest beneficiaries, industries like 
basic industrial chemicals and ferti
lisers, non-ferrous metals, electrical 
and other machinery, cement and 
paper have received substantial help. 
The equitable geographical distribution 
of assistance has been a constant care 
with us. Aware of the fact that indus
tries located in the advanced regions 
have certain natural advantages for 
raising money we have consistently 
given all eligible applications from 
the less developed areas of the coun
try the fullest and most constructive 
attention. In these respects, Appen
dices "C" (i) and "C" (ii) to the Annual 
Report and the map inserted in it for 
the first time may be of special inte
rest to you. 

As against the net sanctions of 
Rs 226.96 crores, assistance actually 

rendered upto the 30th June, 1965 
was Rs 156,37 crores of which cash 
disbursements totalled Rs 127.74 
crores. The disbursements came to the 
extent of Rs 35.79 crores (28%) out of 
repayment of loans and sale of invest
ments etc, Rs 31.48 crores (25%) from 
market borrowings, Rs 40.94 crores 
(32%) from Central Government loans, 
Rs 5.94 crores (4%) from foreign 
credits and Rs 13.59 crores (11%) from 
the paid-up capital and reserves of the 
Corporation. Total assistance outstand
ing on the 30th June, 1965 aggregated 
Rs 117.15 crores. 

Dr B K Madan ceased to be a Direc
tor' on the Board on the nomination 
in his place of Shri V G Pendharkar 
by the Reserve Bank ot India on the 
1st July, 1964. I Lake this opportunity 
to thank Dr Madan on behalf of the 
Board for his valuable participation in 
the affairs of the Corporation during 
his long association with it . Our thanks 
are also due to the members of the 
various Advisory Committees for the 
able and objective assistance they nave 
to the Corporation during the year. I 
would also thank the non-officials 
nominated by us on the boards of our 
assisted concerns for the interest they 
have taken in their work. 

With the rise in the Bank Rate from 
4½% p a to 5%, p a in September, 1964 
and from 5% to 6% p a in February, 
1965 and the consequent increase in 
the cost of borrowing funds, the Cor
poration, with the prior approval of 
the Central Government, raised the 
nominal rate of interest on rupee loans 
with effect from the 5th March, 1965 
from 71%, p a, which was the rate 
prevailing since the 17th July. 1962, 
to 81 % p a with the usual rebate of 

½% p a for punctual repayment of 
principal and payment of interest. The 
revised rate was not charged in the 
cases of loans the disbursement, of 
which had commenced prior to the 5th 
March, 1965. The effective rate of 
interest charged during the year on 
foreign currency loans continued at 
8% p a. 

Last year I had indicated that fur
ther efforts would be made to simplify 
the system of work of the Corporation. 
A few recent decisions taken in this 
regard may be of interest to you and 
the industrial circles. We have waived 
registration of bi-partite agreements. 
Our borrowers no longer have to send 
us annual lists of machinery stores and 
spares or copies of the agenda and 
minutes of their Board meetings. To 
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expecture comptetion or legal formalities, 
the work of engrossment of legal docu
ments which was so far being done at 
the Head Office has been entrusted to 
the Branches., 

Notwithstanding that the Annual 
Report with its Appendices contains a 
great deal of statistical information it 
is my duty to place before the share
holders certain facts of special interest 
about our underwriting operations, the 
use of foreign credits, the help given 
to co-operative societies, the dividend 
performance of our assisted concerns 
and their general condition during the 
year. A few words about our proce
dures and problems wi l l also not be 
out of place, 

Upto the 30th June, 1965, the Cor
poration had sanctioned underwriting 
facilities in 114 cases for a net aggre
gate of Rs 16.28 crores made up of 
equity shares of Rs 7.55 crores, pre
ference shares of Rs 4.85 crores and 
debentures of Rs 3.88 crores. Out of 
these, 78 issues involving commitments 
on our part of over Rs 13.37 crores 
were placed in the market and shares 
and debentures of Rs 10.85 crores 
devolved on the Corporation. Share
holders need hardly be told that in the 
last two or three years the percentage 
of devolution in many cases has been 
very high. In the year under review, 
against a total of Rs 3.76 crores of 
shares and debentures which were 
placed in the market, having previous
ly been underwritten by us, we had to 
subscribe to as much as Rs 3.17 crores. 
The demand on us for underwriting is 
growing. While we cannot take very 
large commitments in this field consis
tent with financial prudence, we are 
doing our best to act as a catalyst. 

The net total of foreign currency 
sub-loans sanctioned by the Corpora
tion upto the 30th June, 1965 in 88 
cases was equivalent to Rs 22.42 crores, 
out of which the year under review 
accounted for Rs 6.60 crores, spread 
over 30 cases. Against the three 
loans totalling $ 40 million from the 
Agency for International Development 
of the United States of America, the 
porporation had committed itself upto 
the 30th June, 1965 to an aggregate of 
$ 30.43 million. The first three lines 
of credit totalling DM 55 million from 
Kreditanstalt Fur Wiederaufbau of the 
Federal Republic of Germany have 
been fully committed and sub-loans of 
about DM 3.21 million sanctioned up
to the 30th June, 1965, have been ad-
justed against a fourth loan of DM 20 
million very recently allocated to us. 
The utilisation of the credit of 50 mil
lion Francs from the Banque Francaise 

du Commerce Exterieur, Paris, has 
continued to be slow. We had, upto 
the 30th June, 1965, sanctioned six 
sub-loans aggregating 10.37 million 
Francs out of this credit. 

While we have simplified the pro
cess of examination and sanction of 
applications for foreign currency cub-
loans we are not satisfied with the 
actual pace of their utilisation. Dis
bursements of foreign currency sub-
loans amounted to a total of only 
Rs 6.48 crores as on the 30th June, 
1965. We recognise that the actual 
utilisation of these sub-loans involves 
conclusive action by a number of 
parties in different countries and can 
thus be inherently time-consuming. 
But we shall be helped considerably 
if our assisted concerns expedite the 
processes of selection of suppliers and 
finalisation of the specifications of 
equipment to be imported. 

Net assistance sanctioned up to the 
30th June, 1965, to industrial co-opera
tives comprising 53 sugar units, four 
spinning mills and one unit for extrac
tion of vegetable oil amounted to 
Rs 40.45 crores, representing about 
18% of our total financial commit
ments- Though a few of the assisted 
co-operatives have met with only in-
different or moderate success so far, 
many have done excellent work. Sugar 
co-operatives in particular have often 
brought to the farmers a steady in
come, given a fillip to the demand for 
goods and the habit of saving, led to 
the setting up of ancillary and small-
scale industries and have, in a few 
instances, brought about a remarkable 
change in the country-side. It is not 
a matter for surprise, therefore, that 
the Government is receiving more and 
more applications for licensing of new 
sugar co-operatives and expansion of 
existing ones. We trust that while 
encouragement is given to deserving 
cases the essential prerequisites to 
success in the field eg an abundance 
of good cane in the areas concerned, a 
genuine co-operative spirit among the 
people, a willingness not to depend 
too much on the Government, and the 
formulation of a sound core of manage
ment wi l l be actively borne in mind. 

Coming to the question of the divi
dend-paying capacity of the Corpora
tion's existing borrowers, our share
holders wil l be interested to hear that 
out of the 164 concerns which were 
in production before the 30th June, 
1965, 78 had declared equity dividends 
during the year under review. While 
39 concerns maintained the dividend 
at the rate of the previous year, 5 re
duced the rate and 34 increased it . 

Concerns which declared 10% or more 
numbered 41 and 12% or more 28. 

A review of our loan accounts 
shows that no additional provision is 
necessary towards our Reserve for 
Bad and Doubtful Debts, the balance 
in which now stands at Rs 14.46 
lakhs. The existing provision relates 
to two old accounts, action in regard 
to which is already in hand, 

The credit record of our borro
wers continues, on the whole, to be 
satisfactory. The Corporation received 
during the year Rs 18.40 lakhs from 
loanee concerns on account of pre
mature repayments of principal. The 
total amount received in this regard 
upto the 30th June, 1965, was nearly 
Rs 7.80 crores which included Rs 1.74 
crores from sugar co-operatives. No 
premium is charged on premature re
payment of rupee loans. We welcome 
such repayment as it increases our 
ability to meet the needs of other 
industrial units. 

Out of the 237 concerns to which 
the Corporation has disbursed loans, 
46 have so far made full repayment. 
Loans were outstanding on 30th June, 
1965. either wholly or in part, from 
the remaining 191 concerns of which 
27 had not yet gone into production. 

As the prosperity or adversity of 
our assisted concerns has a decisive 
impact on our own operations in the 
long run, a word will not be out of 
place here on some of the difficulties 
that industry has been facing recently. 
Shortage of imported raw materials 
like copper, zinc, lead, alloy and spe
cial steels, rubber, sulphur, rayon 
grade pulp, etc. has tended to inhibit 
production in a number of our assisted 
units and to increase their cost of 
manufacture. Recent additions to the 
duties on imported equipment, and raw 
materials have necessitated recalcula
tion of the estimates of cost of several 
projects which are yet to go into ope
ration. Delays in the construction of 
factories and erection of plant and 
machinery owing to various cases 
ranging from alterations in specifica
tions to shortage of cement have also 
added to the burden. Several of our 
assisted concerns find that the total 
capital cost to be incurred before they 
can go into regular production is much 
higher than what they had originally 
estimated. In some instandes this has 
happened due to switchover from im-
ported to indigenous equipment which 
may cost more and take longer to 
secure. Then again, some units in 
fields like paper and caustic soda 
notice, after going into production, 
that their size is too small and that 
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their earlier ideas of economic viability 
have been belied. A few units manu
facturing refractories, sheet glass, 
household meters or certain grades of 
writing or printing paper find that the 
market prospects on which they had 
based their schemes are not likely to 
materialise in the very near future. In 
some instances, our assisted companies 
have resorted to heavy unsecured bor
rowings in the shape of short-term 
deposits from the public at rates of 
interest very much higher than they 
would normally like to pay. 

The Central Government is not un
aware of the difficulties that industry 
is encountering. In fact, the recent 
Supplementary Budget contains cer
tain ameliorations and incentives which 
will be of help to entrepreneurs with 
initiative and foresight. 

It is not unnatural that in a develop
ing economy industrial concerns should 
find themselves exposed to certain 
hazards from time to time. Knowing 
this, our Corporation has to ask itself 
continually the question whether 
while sanctioning assistance to a pro
ject it has taken all possible care to 
foresee the hazards and provide for 
suitable insulation. If this self-ques
tioning results in our standards of 
scrutiny of individual projects becom
ing stricter than before industry will , I 
hope, bear with us. 

A strict scrutiny does not neces
sarily mean delay in the processing of 
an application. Assistance to a project, 
whether in the form of loan, or guar
antee, or underwriting or a combina
tion of these, involves a joint quest by 
the entrepreneur and the financial 
institution for all relevant data, a joint 
endeavour to eliminate intangibles to 
the extent practicable and provide for 
unforeseen contingencies, and an exer
cise in mutual accommodation. Our 
Corporation is not omniscient. We 
learn as we go along, examining new 
projects of increasing complexity. Nor 
are we guided entirely by altruistic 
motives. Unless we justify our opera
tions by our annual balance sheet we 
should not be in existence for long. 
But once we get an application in rea
sonable detail, conforming to our 
slandard questionnaire, we employ a 
team of financial and technical officers 
to go into the project, discuss all re
levant questions with the entrepreneurs, 
their executives, and their collabora
tors, if any, pay a visit to the site if 
necessary and make a complete apprai
sal without delay for the Advisory 
Committee whose recommendation our 
Board needs before reaching its final 
decision. Our Board meets once a 

month and, whenever there are cases 
to consider, the Advisory Committees 
also meet once a month, a few days 
before the Board. There are recent 
examples of complicated cases where, 
with the cooperation of the entrepre
neurs, we have been able to take final 
decisions in less than two months from 
the receipt of the applications. In cases 
which are too large to be handled by 
ourselves alone we advise the entrepre
neurs at the outset to ascertain which 
other financial institution would be 
interested. When the entrepreneurs 
have approached more than one insti
tution we try to hold joint discussions 
with the entrepreneurs so that the 
latter do not have to face many over
lapping questions at different times 
from different institutions. This prac
tice, we expect, wil l be developed fur
ther. 

Al l this, however, does not mean 
that every application will have a 
smooth passage and every entrepre
neur will secure the sanction of the 
Corporation to his scheme in the shape 
in which he brings it up. The Corpo
ration's financial resources are limited. 
Sales out of the shares and debentures 
we hold can hardly, in the present 
market conditions, be made except at 
a loss. We have loans of Rs 33 crores 
outstanding which carry an interest. 
rate of 61% and of Rs 34 crores which 
carry 7% per annum. The effective 
rate of interest we charge in cases 
where the first disbursement has been 
made on the 5th March, 1965 or later 
is 8%, Though under our agreements 
with the loanee concerns the rates of 
6|% and 7% can be increased to 
8% we have so far refrained from 
doing so, Consequently, the genera
tion of internal surplus is not as satis
factory as it could have been, in spite 
of the fact that the dividends that we 
are able to pay to our shareholders in 
accordance with our law are very 
modest. As for sources of funds out
side, our main resorts at present are 
to Government loans and market bonds. 
In addition to the Rs 3.5 crores it 
lent us in the months of April to 
June 1965 the Central Government has 
been good enough to assure us of an 
additional loan of Rs 10 crores up to 
March 1966. This is not, however, a 
large sum of money in the present-
day context of Indian industrialisation. 
As banks and other . financiers are 
aware, conditions in the capital market 
are not propitious at the moment for 
a large issue of bonds by our Corpo
ration. The demand for funds from in
dustry, on the other hand, is growing 
fast There are schemes for many pro

ducts like fertilisers, alloy and special 
steels, petrochemicals, pig iron, cement, 
sugar, textiles, paper, chemicals, syn
thetic fibres and machinery and equip
ment for diverse purposes. There are 
also schemes for the renovation and 
modernisation of established industries 
like cotton and jute textiles. And now 
a new dimension may emerge in the 
shape of industries specially oriented to 
defence requirements. Many of these 
wil l need large underwriting as well 
as loans. Our practice of assisting 
industries urgently needed by the coun
try in accordance with the policy of 
the Government wi l l continue. But 
unless we have access to much larger 
funds, and funds at an overall cost 
lower than what we now pay, it is 
impossible for us to adequately help 
all the schemes we would like to help. 
Inevitably, therefore, a structure of 
inter se industrial priorities has to be 
formulated and adhered to and our 
assistance rationed. These matters 'ire 
receiving the attention of other finan
cial institutions, too, and it is our hope 
that with the Government's cognizance 
a clear picture will emerge in the near 
future. Meanwhile, we have to examine 
each project that comes before us on 
its intrinsic merits, see whether the 
need it seeks to fulfil is basic or peri
pheral, whether the scale of operations 
visualised will be economically viable, 
whether the assessment of the market 
demand has been made realistically, 
whether the imports of raw materials 
etc necessary to maintain optimum 
operation of the unit are likely to be 
available over a period of years, to 
what extent the unit will be able to 
effect genuine export earning or im
port saving and, last, but not the least, 
whether the promoters are in a posi
tion to accept such a financial stake 
that with the contributions which the 
financial institutions and others inter
ested can afford to make in the pre
sent circumstances the project wil l 
really be completed without undue 
delay. 

The times ahead will be difficult 
ones, both for industry and the Cor
poration. But looking back on the 
long record of mutual co-operation 
and thinking of the lessons of the 
emergency we are passing through 1 
have no doubt that we shall be equal 
to the tasks that await us. 

Before I conclude I wish to express 
my gratitude to the Directors on the 
Board for their wise counsel. I would 
also like to express, on behalf of the 
Board, our appreciation of the devoted 
work of the General Manager, the 
other officers and the entire staff. 
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