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• The total exposure of NBFC-IDFs was estimated to be around Rs. 214 billion as on September 30, 

2018, registering a year-on-year growth of 41%. At this portfolio size, these NBFC-IDFs stood at 

~1.1% of total infrastructure exposure across banks and NBFCs.  
 

• Post the widening of the investment scope in 2015, the composition has changed to include 

higher share of PPP projects without a project authority and non-PPP projects. As on September 

30, 2108 exposure to power sector (largely in the renewable space) constituted almost 60% of 

the portfolio for these entities.  
 

• Asset quality has held for these entities, however higher concentration risk, continuing issues in 

the sector such as power and changing portfolio mix has augmented the portfolio vulnerability 

for these entities. There could be some rise in the delinquencies owing to the recent events 

related to some SPVs which have stopped repayments despite having sufficient cashflows. As 

per ICRA’s estimates, exposure such SPVs constituted ~6% of the total exposure as on September 

30, 2018. 
 

• The liquidity profile for these entities is comfortable supported by the long-term nature of 

liabilities and regulatory restrictions on the proportion of short-term debt in the overall 

borrowings. With systemic hardening of interest rates, cost of funds likely to go up for these 

entities as well. As per ICRA’s estimates, these entities would need an additional borrowing of ~ 

Rs. 4,500 – Rs. 6,000 crore in H22019 to grow at 40%-50% annually and refinance the maturing 

debt 

 

• The presence of strong sponsors has been supporting the credit profile however capital 

requirements estimated to remain moderate at Rs. 1,100– Rs. 1,500 crore over the next two 

years. 
 

• The overall profitability indicators continue to be supported the tax exemption available to 

NBFC-IDFs with reported return on average networth of 14.8% in H1FY2019. 

 

 

 



 
 

  Source: Individual financials of NBFC-IDFs and ICRA Research 

Infrastructure Debt Funds (IDFs) are investment vehicles for facilitating the 

flow of long-term debt to the infrastructure sector. Currently, a large part of 

infrastructure funding in the country is done by banks, which given their 

liability profile face inherent asset liability mismatches while undertaking 

infrastructure exposures. IDFs were conceptualised and set up 2015 to 

refinance the existing debt of infrastructure companies and create headroom 

for banks to lend to new infrastructure projects.   

  

An IDF can be set up either as a trust or as a company. A trust-based IDF 

would normally be a mutual fund [Infrastructure Debt Fund – Mutual Funds 

(IDF-MF)] while a company-based IDF would normally be a non-banking 

financial company [Infrastructure Debt Fund – Non-Banking Financial 

Company (IDF-NBFC)]. While IDF-MFs can be sponsored by banks, NBFCs and 

existing mutual funds, IDF-NBFCs can be sponsored only by banks and 

infrastructure finance companies. An IDF-MF is regulated by the Securities 

Exchange Board of India(SEBI) while an IDF-NBFC is regulated by the Reserve 

Bank of India(RBI). Since 2011-12, when the setting up of IDFs was announced 

in the union budget, four IDF-NBFCs (namely IDFC Infrastructure Finance 

Limited, India Infradebt Limited, L&T Infra Debt Fund Limited and Kotak 

Infrastructure Debt Fund) and three IDF-MFs (IIFCL, IL&FS & Srei) have 

commenced operations.  

The regulatory landscape for IDF-NBFCs has evolved over the past six years, 

aimed at providing an impetus for growth for these entities.  

Prior to May 2015, IDF-NBFCs were allowed to invest in debt securities of only 

public private partnership (PPP) infrastructure projects that completed at 

least one year of commercial operations, and with a project authority such as 

the NHAI and AAI. For each exposure, IDF-NBFCs were required to be party to 

a tripartite agreement with the concessionaire and the project authority for 

ensuring a compulsory buyout with termination payment. This led to the IDF-

NBFCs largely lending to road sector projects with National Highway Authority 

of India(NHAI) as the project authority.  

 

However, with the widening of scope in May 2015 to include investments in 

PPP projects without a project authority and non-PPP projects, the portfolio 

mix of IDF-NBFCs gradually changed to include other sectors like power and 

telecom. The focus within the power sector, has largely been on the 

renewable sector.  

 

 



 
 

  


