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VISION

To be the pivotal and premier Financial Services Company for the development of Rail
Transport Sector while maintaining its symbiotic relationship with the Ministry of Railways.

MISSION

To make IRFC one of the leading Financial Service Companies in the country, for raising
funds from the capital market at competitive cost for augmenting railway plan finances, duly
ensuring that the Corporation makes optimum profits from its operations.

OBJECTIVES

In furtherance of the Mission, the objectives of the Corporation are:

i) To mobilise resources through market borrowings from domestic as well as Overseas
Capital Markets at the most competitive rates & terms as per annual targets given by the
Ministry of Railways.

i) To explore use of innovative and diverse instruments for raising funds so as to reduce the
cost of borrowings to the Company.

iii) To provide timely funding for acquisition of Rolling Stock assets for use by MOR.

iv) To leverage to the Company’s business advantage the large size and diverse activities of
MOR by efficiently providing customised professional services at competitive cost.

v) Toexplorethe possibility of financing CPSEs and other entities for creation of railinfrastructure
so as to sustain future growth and profitability.

vi) To make judicious use of derivatives and other emerging products for risk mitigation at
opportune time and optimum cost.

vii) To strive for high quality service to the Investors, Lenders and other financial intermediaries
and to effect prompt redressal of their grievances/problems.

viii) To ensure optimum utilization of resources.

ix) To enhance professionalism amongst the employees of the Company through training and
other human resource tools.
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Chairperson’s Statement

Dear Shareholders,

| am extremely happy to welcome
you all to the Twenty Eighth Annual
General Meeting of the Indian Railway
Finance Corporation Limited. The
audited accounts of your Company
for the year ended 31 March 2015,
along with the Directors’ Report and its accompaniments

are with you. With your consent, | would consider them
as read.

A landmark in asset financing was achieved during
2014-15, when your Company’s cumulative funding to
the Rail Sector crossed Rs. 1.25 lakh crore, a significant
milestone. Ever since its inception nearly three decades
ago, IRFC has consistently met the borrowing targets
assigned to it by the Ministry of Railways while ensuring
timely servicing of debt. In view of the performance, your
Company has been consistently rated ‘Excellent’ by the
Department of Public Enterprises. Before, | present an
account of your Company’s achievements in 2014-15, |
would like to dwell on the macroeconomic environment
as the same has a bearing on the performance and
prospects of your Company.

India’s economic performance during 2014-15 is
characterised by Stabilisation and Recovery. India’s
prospects have shown significant improvement on the
back of declining inflation and improving macroeconomic
indicators. The decline in oil prices has provided the
Government headroom to pursue reforms. Amongst
the large economies, India is one of the few that has
a positive growth outlook. Economic growth in India
registered an increase of 7.5% during F.Y.2014-15 from
6.6% during F.Y. 2013-14. According to the World Bank,
India will be the World’s fastest growing major economy
in the Financial Year 2015-16 at 7.5%. However, this
economic growth is contingent upon continuance with
the economic reforms, fiscal consolidation and focus on

the improvements in productivity and efficiency.

Easing of inflationary conditions and a reasonably stable
Rupee had provided grounds to Reserve Bank of India
to signal softening of monetary policy stance. It may be
recalled that the Reserve Bank of India had tightened
the monetary policy during F.Y. 2013-14 which helped
contain the demand pressures, creating a buffer against
any external shock and keeping volatility in the value of
the rupee under check. During the year 2014-15, Rupee
remained relatively stable vis-a-vis the currency of peer
emerging countries, which had a sobering influence on
inflation. Even though there was wide expectation of a
significant reduction in the policy rates by the Reserve
Bank of India, unseasonal rains, expectations of a lower
than normal monsoon and its impact on food inflation
had led the RBI to take a cautious stand. As a result,
the Policy Repo Rate was cut by only 50 bps from 8%
to 7.50% and the Statutory Liquidity Ratio was brought
down by 50 bps from 22% to 21.50%.

The reduction in interest rates has not been able to
enthuse the market adequately. On a year-to-year
basis, the average bench mark 10 Year G-Sec Yield
registered a decline of only 6 bps to 8.31% in F.Y. 2014-
15 from 8.37% in F.Y. 2013-14. However, the credit
spread between ‘AAA’ rated corporate bonds and the
Benchmark 10 Year G-Sec Yield has come down by 39
bps to an average of 51 bps in F.Y. 2014-15 from 90
bps in F.Y. 2013-14, contributed partly by the renewed
interest of the Flls to invest in quality Indian Corporate
Papers. On the other hand, the Base Rates of Banks
has remained static in the range of 9.75% - 10.50%
during the current fiscal.

Despite the uncertain global environment and a
moderation in the growth of the Indian economy, the
Indian Railways continued to perform well in 2014-
2015. Both freight and passenger earnings continued
to grow year on year. While freight earnings increased
by 12.7 per cent, passenger earnings went up by
15.5 per cent over the previous year. Total earnings
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of Indian Railways grew by a healthy 12.3 per cent.
Indian Railways continue to play a critical role in the
country’s growth. Since its inception spanning nearly
three decades, your Company has played a stellar role in
supporting Rolling Stock acquisition by Indian Railways.
To the end of March 2015, your Company had funded
moving asset acquisition to the tune of Rs. 1,23,037
crore, besides providing funding support of Rs. 3,319
crore to other Railway entities such as Rail Vikas Nigam
Limited, Rail Tel Corporation etc.

Funding of Rolling Stock for the Ministry of Railways
(MOR) remains the core business of your Company.
During 2014-15, your Company funded acquisition of
509 locomotives, 1,446 passenger coaches and 9,338
freight wagons valued at Rs. 10,771.02 crore. From
its inception to the end of March 2015, your Company
has funded acquisition of 7,798 locomotives, 42,878
passenger coaches and 1,94,700 freight wagons. This is
a reflection of your Company’s importance in the overall
asset acquisition plans of the Ministry of Railways.

| would now like to share with you some of the highlights
of your Company’s performance since the last Annual
General Meeting held in August, 2014. You may recall
that for the year 2014-15, your Company was set a
borrowing target of Rs. 13,800 crore which was brought
down to Rs.11,790 crore in the Final Railway Budget
presented to the Parliament in July, 2014. The target of
borrowing was further reduced to Rs.10,946 crore at the
Final Modification stage. The target was given by MOR
to the Company to raise Rs. 10,673 crore for creation of
Rolling Stock Assets and Rs. 273 crore for meeting the
debt financing needs of Rail Vikas Nigam Ltd. (RVNL)
for investment in bankable projects being executed by
them for the Ministry of Railways. Further, Ministry of
Railways had identified excess Rolling Stock assets to
the tune of Rs. 282.21 crore for the year 2013-14. Thus,
the total borrowing target, including the requirement of
RVNL, was Rs. 11,228.21 crore. All the targets were
successfully met and the amounts of Rs. 10,955.21 crore

(including excess assets of Rs. 282.21 crore created
for F.Y. 2013-14) and the Rs. 273 crore were remitted
to MOR and RVNL respectively before the close of the
fiscal. The weighted average cost of borrowing for the
pool of funds for F.Y. 2014-15 remained at 8.46%. The
weighted average cost of borrowings from the domestic
market stood at 8.50% for the previous year. The
weighted average cost achieved by IRFC is considered
very competitive in the market scenario that prevailed
during 2014-15. On a year to year basis, the Company
was able to lower the cost of borrowings by 4 bps even
without access to the low cost bearing Tax Free Bonds
which formed 92% of the total mobilisation from the
domestic market for the previous year 2013-14.

I am happy to report that your Company continues to
enjoy the highest credit rating from the leading credit
rating agencies. During the Financial Year 2014-15, the
Company was accorded highest possible ratings both
for its long term and short term borrowings programme.
For the long term domestic borrowings, the Company
was awarded “CRISIL AAA/Stable” rating by CRISIL,
“[lICRA] AAA” rating by ICRA and “CARE AAA’
ratings by CARE. Similarly, the Company’s short term
domestic borrowings were rated “CRISIL A1+”, [ICRA]
“A1+” and “CARE A1+[A one Plus]” by CRISIL, ICRA
and CARE respectively. Besides, the three prominent
International Credit Rating Agencies namely Standard
& Poor’s, Moody’s and FITCH have awarded to IRFC
“BBB-(Stable)”, “Baa3 (Positive)” and “BBB-(Stable)"
respectively. Besides, the Company obtained an issue
specific credit rating of “BBB+ (Stable)” from Japanese
Credit Rating Agency. The Credit rating is at par with the
rating accorded to India (Sovereign Rating). Moody’s
has since upgraded the outlook to Positive.

I now turn to the financial performance of your Company.
IRFC has exhibited excellent financial performance for
F.Y. 2014-15 by registering an impressive year-on-
year growth in its profit. The Company closed the year
2014-15 with Profit Before Tax of Rs. 1,914.17 crore,
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a growth of almost 22% over the preceding year. The
main reason attributed to the impressive growth in
profit is year-to-year growth of 11.96% in revenue as
against significantly lower year-to-year growth of 8.64%
in expenditure. Profit After Tax registered a moderate
year-to-year growth of 8.22% to Rs. 758.30 crore in
F.Y. 2014-15 from Rs. 700.69 crore in F.Y. 2013-14.
The reason attributed to relatively slower year-to-
year growth in PAT is upward revision in the effective
corporate tax rate from 33.99% to 34.608% on account
of increase in the corporate surcharge from 10% to 12%
and clarification in the previous budget regarding the
disallowance of CSR expenses, which has led to higher
provision towards deferred tax liability. Discounting the
impact of the increase in deferred tax liability during the
current year, the year-to-year growth in PAT is 22%.
This is considered creditable because such result has
become possible despite IRFC maintaining a thin mark
up of 50 bps over its own cost during the year, as also
the fact that the unfair requirement of the Company’s
accounts bearing a high of 55.5685% of its PBT
towards taxes continues.As required under the relevant
Accounting Standards, IRFC is required to provide for
Deferred Tax Liability (DTL). Accordingly, a sum of
Rs. 748.77 crore has been provided in the Accounts
for 2014-15. As members are aware, besides paying
Minimum Alternate Tax and fairly high dividend, year
on year provision for DTL has had an adverse impact
on the growth of net worth of the Company. In spite
of equity infusion of Rs. 3,894.46 crore during the
last seven years, the debt-to- equity ratio has moved
up from a secure level of 6:1 a few years ago to an
uncomfortable level of close to 10:1 in the recent past
for the reasons mentioned earlier. Besides prudential
norms for Non-Banking Finance Companies, one of the
covenants of the loan agreements entered with various
overseas lender requires the Company to maintain
the debt-to- equity ratio well within 10:1. Adverse
movements in this ratio become a cause for concern for
investors and rating agencies. One of the steps taken

by your Company to address the issue has been to peg
the total dividend for the year at Rs. 152 crore, which
is about 20 per cent of Profit After Tax but significantly
lower than 20 per cent of Paid Up Capital.

Your Company attaches high importance to activities
related to Corporate Social Responsibility (CSR) and
has strictly adhered to the relevant provisions of the
Companies Act, 2013 in this regard. CSR Budget for
the year 2014-15 was pegged at Rs. 26.93 crore as is
mandated in the Companies Act, 2013 against which
the actual expenditure worked out to Rs. 26.34 crore,
leading to a saving of Rs.0.59 crore which would be
carried forward for spending on other CSR Activities. The
Company’s CSR initiatives were directed at promoting
environmental sustainability and renewable energy,
development of weaker sections of the society and
development of backward regions and enhancement
of Vocational-cum-Skill Development for marginalized
and disadvantage sections of Rural Society. Besides,
the Company’s CSR initiatives include contribution of a
sum of Rs. 8.54 crore each to ‘Swatch Bharat Kosh’ and
‘Clean Ganga Fund’ respectively.In the coming years,
your Company is committed to pursue these activities
with greater vigour.

For the current fiscal, your company has been assigned
a borrowing target of Rs. 17,276 crore for the Ministry of
Railways. In addition, the quantum of funding for select
bankable projects of RVNL has been pegged at Rs. 379
crore. Besides, your Company, being the sole financial
intermediary in the Rail Sector, has been entrusted the
mandate of raising additional funds from Life Insurance
Corporation over the next 5 years for utilisation in the
funding of Railway Projects.

Despite the scale of operations and the challenging
environment in which IRFC operates, your Company
has functioned with a high degree of productivity and
efficiency. With strength of only 19 staff and executives,
IRFC is widely respected for its business skills, quick
decision making and negotiating capabilities in raising
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large resources at benchmark pricing levels. The
Company strives to maintain the highest standards of
corporate governance and has adhered to the guidelines
laid down by the law and various regulatory bodies.
Consistently high service to all stake holders has been
ensured, partly by outsourcing some of the back office
activities to professional agencies. There are no un-
redressed investor grievances. The overhead ratio is
an enviable 0.11 per cent. The standing earned by the
Company in financial markets at home and overseas
is the direct outcome of its deep understanding of
business, ethical and transparent business practices
and accumulation and nurturing of professional expertise
over the last two and a half decades. The support it
receives from the Ministry of Railways and the trust
reposed by the Ministry in the Company’s professional
capabilities has enhanced its stature.

IRFC’s outstanding performance year after year would
not be possible without the unstinted support and
cooperation of numerous individuals and organizations
including my colleagues on the Board of Directors,

officers and staff of Ministry of Railways, Ministry of
Finance, Department of Public Enterprises, C&AG of
India, Statutory Auditors, Banks, Financial Institutions,
Securities and Exchange Board of India, Reserve Bank
of India, National Securities Depository Limited and
Central Depository Services (India) Limited. | wish to
place on record gratitude to all of them. | also wish to
place on record the highest appreciation for the hard
work and sincere efforts put in by the small but highly
effective team at IRFC. Their untiring commitment and
application enabled the Company to deliver excellent
results. The current year poses tough challenges for
the Company. | am confident that the intellectual and
managerial capabilities, the available skill sets and the
ingenuity of the team shall prove equal to the task and
ensure all round excellence in the coming years.

Rajalakshmi Ravikumar
Chairperson
: New Delhi
: 16" September, 2015

Place
Dated
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Directors’ Report

Dear Shareholders,

Your Directors have pleasure in presenting the Twenty-eighth Annual Report of the Company along with the Audited
Financial Statements, Auditor's Report and Review of the Accounts by the Comptroller & Auditor General of India

for the financial year ended 31st March, 2015.

1. Financial Highlights

The financial performance of your Company for the year ended 31st March, 2015 is summarised below:

(% in lakh)
Particulars Year ended 31-03-2015 | Year ended 31-03-2014
l. Revenue from operations 693879.65 618715.19
I Other income 137.61 1111.04
lll. | Total Revenue (I+ll) 694017.26 619826.23
IV. | Expenses:
Finance costs 499183.01 460674.91
Depreciation and amortization expense 44 .21 36.79
Other expenses 3372.63 1911.79
Total Expenses 502599.85 462623.49
V. | Profit before tax (llI-1V) 191417.41 157202.74
VI. | Tax expense:
(1) Current tax 40710.68 32958.45
(2) Tax For Earlier Years 0.00 36.62
(3) Deferred tax 74876.76 54138.62
Total Taxes 115587.44 87133.69
VII. | Profit (Loss) for the current year from 75829.97 70069.05
continuing operations (V-VI)

Profit Before Tax (PBT) of your Company went up to
% 1,914.17 crore during 2014-15 as compared to ¥
1,572.03 crore for the previous year, registering an
impressive growth of above 21.76%.

Profit After Tax (PAT) of the Company has gone up to ¥
758.30 crore as against ¥ 700.69 crore in the last year,
up by a trend compliant growth of 8.22%. Lower growth
in PAT as compared to PBT was due to upward revision
in effective corporate tax rate on account of increase in
tax surcharge for corporates and clarification regarding
disallowance of CSR expenditure as announced in
the Union Budget, 2015, both of which led to higher
provisioning of Deferred Tax Liability. Ignoring the
impact of aforementioned higher provision towards tax
during the previous year 2014-15, the adjusted PAT for

the year 2014-15 stands at ¥ 869.14 crore as against
% 770.14 crore for the previous year, reflecting a healthy
growth of about 12.85%.

2. Dividend

Your Company seeks to strike a judicious balance
between the need for providing an appropriate return
to the shareholders and retaining a reasonable portion
of the profit to maintain a healthy financial leverage with
a view to supporting and sustaining future borrowings
and growth consistent with Ministry of Railway’s
(MOR'’s) expectations. The overriding requirement to
maintain Debt to Equity ratio of the Company within the
acceptable limits and act as deterrent to declaration of
higher amount of dividend. The Board had, therefore,
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declared an Interim Dividend of ¥ 150 crore during
2014-15.

It is further proposed to declare a final dividend of ¥
2 crore. The total amount of ¥ 152 crore comprising
interim and final dividend works out to about 20% of the
PAT of the Company.

3. Reserves

After providing for Dividend and Dividend Tax, the
balance amount of Profit After Tax of ¥ 575.90 crore
has been transferred to Bond Redemption Reserve.

4. Share Capital

The entire paid up capital of the Company amounting to
T 4,126.46 crore continues to be held by the President
of India and his nominees. This includes fresh equity
infusion of ¥ 542.50 crore during the year 2014-15. This
amount, received on 30th March, 2015, lay in the form
of Share Application money as on 31st March, 2015.

5. Independent Evaluators’ Assessment
5.1. Credit Ratings

Domestic: During the financial year 2014-15, the
Company’s long term domestic borrowing programme
was awarded the highest credit rating of “CRISIL AAA/
Stable”, “[ICRA] AAA” and “CARE AAA [Triple A]” by
CRISIL, ICRA and CARE respectively. With a view to
comply with the requirements of Basel Il norms, the
Company also got its short term borrowing programme
rated, obtaining the highest rating of “CRISIL A1+”,
“[ICRA] A1+”, and “CARE A1+ [A One Plus]” by CRISIL,
ICRA and CARE, respectively.

International: During the financial year 2014-15, three
international credit rating agencies — Standard & Poor’s,
Fitch and Moody’s — have awarded to IRFC “BBB-
(Stable) with Stable Outlook”, “BBB-(Stable) with Stable
Outlook” and “Baa3 (stable) with Positive Outlook”
ratings respectively. Besides, the Company obtained
an issue specific credit rating of “BBB+(Positive) with
Stable Outlook” from Japanese Credit Rating Agency.
Each of the four credit ratings is equivalent to India’s
sovereign rating, and is of investment grade.

5.2. Memorandum of Understanding (MOU) with
Ministry of Railways, Government of India

Based on evaluation of its performance for the year
2013-14, the Company obtained ‘Excellent’ grading
from the Department of Public Enterprises (DPE) for its
performance vis-a-vis the targets set out in the MOU.
Out of the last eighteen years, your Company has been
rated ‘Excellent’ on sixteen occasions. The Company
is committed to continuing all efforts to maintain high
standards of performance in future as well.

In terms of the MOU entered into with the Ministry of
Railways (MOR) for the year 2015-16, it has been
stated therein that with a view to ensuring measurability
and reliability of achievements against the parameters
set out in the MOU, the figures be either reflected in the
Annual Reportforthe year2014-15 orrelated information
be furnished by means of providing resolution passed
by the Board and / or by providing physical document.
Accordingly, some of the related information is given
hereunder :-

(i) Report on Corporate Governance for the year
2014-15 was submitted to Department of Public
Enterprises (DPE) through MOR on 20th April,
2015.

Completed Data Sheet, containing PE Survey,
was submitted to DPE on 28th August, 2014.

The Company has submitted a certificate to DPE
through MOR that it has complied with all the
guidelines issued by DPE from time to time on
various subjects.

(ii)

(iii)

Other details are mentioned in the Annual Report in
relevant paras.

6. Market Borrowings during 2014-15

The Company was given a target of borrowing of
313,800 crore comprising ¥ 12,000 crore for creation of
Rolling Stock Assets for the Ministry of Railways (MOR),
an amount of ¥ 1,000 crore by way of loan to Rail Vikas
Nigam Ltd (RVNL) for investment in bankable projects
being executed by them on behalf of MOR and % 800
crore Railway Projects. All the targets were revised
later during the year. While MOR’s Rolling Stock asset
creation requirements got pegged at ¥ 10,946 crore,
the target for RVNL was scaled down to ¥ 273 crore.
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The plan of funding the railway projects through the
Company was dropped by MOR. Further, MOR had
identified excess Rolling Stock assets to the tune of ¥
282.21 crore for the year 2013-14. All the targets were
successfully met and amounts of ¥ 10,955.21 crore
(including excess assets of ¥ 282.21 crore created for
the year 2013-14) and % 273 crore, which were 100% of
the mandate for disbursement(s), were remitted during
the year to MOR and RVNL respectively.

The borrowings during the year comprised of Taxable
Bonds of ¥ 3,825 crore. Last year, in view of the liquidity
of funds in the market, the Board had authorised
the Company to raise excess funds upto 20% of the
borrowing target (of ¥ 14,942.30 crore) of 2013-14. In
line with the said authorization, the Company raised a
sum of ¥ 1,644.06 crore and remitted to MOR. Remaining
amount was remitted by the Company by taking bridge
loans from Banks and other resources.

The marginal cost of incremental borrowings from
domestic market for the year 2014-15 was 8.46% as
against 8.42% for the year 2013-14. The marginal cost
delivered is considered quite competitive considering
the market scenario that prevailed and also the fact that
no funds were raised by the Company by way of Tax-
Free Bonds in the domestic market.

IRFC’s cost competitiveness vis-a-vis other ‘AAA’
Rated Entities is reflected in the fact that the average
Cost of Borrowings of the Company from the domestic
market for the year 2014-15 remained at 8.46% as
against 8.82% for other ‘AAA’ Rated Entities. Thus, the
Company managed to enjoy a cost advantage of 36 bps
other ‘AAA’ Rated Entities.

7. Redemption of Bonds / Repayment of Loans

Your Directors are pleased to report that during the year
under review, your Company successfully redeemed
bonds and discharged its other debt obligations
amounting to ¥ 4,085.35 crore in an efficient manner,
without a single instance of delay or default in debt
servicing. These included Bonds valued at ¥ 1,174.41
crore, Term Loans worth ¥ 129.63 crore and External
Commercial Borrowings (ECB) of ¥ 2,781.31 crore.
Your Company is set to honour obligations towards
redemption of Bonds, repayment of Loans and ECBs

amounting to around % 9,295.50 crore during the current
financial year.

Your Company’s internal generations are adequate to
meet the repayment / redemption obligations. Surplus
funds, if any, after meeting the repayment obligations
are invested prudently in the form of Fixed Deposits with
Banks. For the year 2014-15, the yield on fixed deposits
was 95 bps higher than Avg. SBI 1 Year Deposit Rate.

The Company continues to maintain itsimpeccable track
record of servicing its debt in time and there has not
been a single instance of default since its inception.

8. Internal Financial Control Systems & their
adequacy and Risk Management

Effective risk management is central to ensure a robust
and healthy finance Company. While management of
credit risk is accorded high priority amongst various risk
mitigation efforts of a business, this is virtually a non-
issue in the case of your Company, in as much as an
overwhelming segment of its assets is in the form of
lease receivables from the Ministry of Railways, carrying
zero risk. The Company’s selective forays into other
areas in the form of loans to Rail Vikas Nigam Limited
and funding of railway projects carry suitable protection
as the same has the cash flows constituting IRFC’s
receivables originate in the Ministry of Railways.

As regards the Operational Risk, the Company has in
place adequate internal control systems commensurate
with the nature and volume of its business. The same is
commented upon periodically by the Internal Auditors.
A multiple tier control mechanism is in place. Besides
control exercised by and specific accountability assigned
to executives and employees of the Company for
various functions, efficient maintenance of accounts is
facilitated by a professional and reputed firm of Chartered
Accountants engaged as Retainers of Accounts. The
function of Internal Audit has been assigned to another
reputed firm of Chartered Accountants. Their scope
of internal audit is well defined and is very exhaustive
to take care all crucial functions and business of the
Company. Based on their report, steps are taken at
regular intervals to further strengthen the existing
systems and procedures. Their significant observations
are discussed in the Audit Committee Meetings
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regularly. The Statutory Auditors of the Company are
appointed by Comptroller and Auditor General (C&AG)
of India, and the appointment is rotated periodically.
Besides, the accounts of the Company are subject to
supplementary audit by the office of C&AG as required
under the Companies Act. The C&AG also conducts
proprietary audit of the Company. The track record of
your Company in regard to handling its operational risk
has been excellent.

Ordinarily, a company carrying out its business with
predominantly single client features might be viewed
as faced with a potential threat. However, in the case
of your Company, the single client is the owner, who
also happens to be the Government itself. By virtue of
funding about one-fourth of plan outlay of the Ministry
of Railways over its life, IRFC commands a position of
strategic importance for the Ministry. Funding provided
by IRFC has been consistently at competitive costs
considered attractive by the Ministry. Consequently, the
role assigned to your Company has logged an annual
growth rate of over 20-25% over a sustained period
of time. With strong indications of an even larger role
being expected by the Ministry from IRFC in its efforts
at augmenting rail infrastructure in the country, your
Directors consider the Company as comfortably placed
in the matter of Business Risk it is exposed to.

Given the carefully drafted provisions in the Lease
Agreement signed by IRFC with MOR each year, there
is a very good matching of the interest rate sensitivity
profile of its assets and liabilities. In the circumstances,
exposure of the Company to Interest Rate Risk is
negligible.

The cash flows of your Company are highly predictable,
shielding it largely against liquidity related issues even
in a volatile market. Besides, with the quality of credit to
it commanding high level of respect amongst investors,
both domestic and international, the Liquidity Risk in the
case of IRFC is perceived at a very low level.

Your Company has consistently been adopting prudent,
efficient and cost-effective risk management strategies
to safeguard its operations against Exchange Rate
Variation risk on its overseas borrowings. The Company
strives to eliminate at opportune time the exchange rate
variation risk in respect of principal repayments in all

cases where bullet repayments are involved with tenor
not exceeding five years. Timing is important in such
hedging transactions. The Company recognises the fact
that contracting a hedge at a time subsequent to the
drawdown does not expose it to any undue immediate
risk because of longer maturities. The Company finds
it advantageous to enter into a hedging transaction at
a time when market conditions are opportune and cost
thereof is optimum. During the year 2014-15, no funds
were raised from the offshore market. In accordance
with the policy of hedging selectively in a need based
manner and also taking into account the cost of hedging,
the hedging strategy applied by the Company is to keep
most of its borrowings open for the present. However,
the Risk Management Committee regularly monitors
the FX Exposure.

Some of the outstanding foreign currency borrowings
of the Company with tenor longer than five years are
either having bullet repayment or amortised repayment
in half-yearly instalments. As a result of amortized
repayments, the risk gets significantly mitigated by
virtue of repayments taking place progressively at
different points in time. Hedging of principal repayments
is considered only selectively in a need based manner,
taking due note of the high hedging cost associated
with longer dated debt. Keeping in view the volatility
in the foreign exchange markets, the Company intends
to watch the situation and would suitably hedge the
transactions at appropriate time. At present all the
outstanding borrowings from offshore market are in
USD terms, and would be hedged at opportune time.
Till such time, the Exchange Rate Variation and Interest
Rate Variation risks would stand transferred to MOR in
terms of the Lease Agreement. With a view to effectively
supplementing its in-house expertise in the matter, your
Company usually resorts to external expert advice from
reputed professional consultants, while taking hedging
decisions.

Reserve Bank of India (RBI) have made it mandatory for
all the Banks offering derivative products to ensure that
all their clients who have business dealings must obtain
certification regarding adoption of Risk Management
Policy duly approved by their Board of Directors. In
compliance with the RBI Guidelines, Board approved
Risk Management Policy is in place. The Company also
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has constituted Risk Management Committee which
comprises Managing Director and the Director Finance.
The Committee meets regularly to review and monitor
the foreign currency exposure and other risks.

9. RBI Prudential Norms

Your Company is registered as a Non-Banking
Finance Company with the Reserve Bank of India.
Being a Government Company and not accepting
public deposits, the exemption from Non-Systemically
Important  Non-Banking Financial (Non-Deposit
Accepting or Holding) Companies Prudential Norms
(Reserve Bank) Directions except paragraph 26 with
respect to change of address, Directors, Auditors etc.,
continues to be available in the new Directions issued
by the Reserve Bank of India for the year 2015 vide
Notification No. DNBR.008/CGM(CDS)-2015 dated
27th March, 2015.

10. Lease Arrangement with the Ministry of Railways
2014-15

As you are aware, the financial relationship of the
Company with the Ministry of Railways is based on a
Finance Lease arrangement which is regulated by a
standard lease agreement. In respect of the incremental
assets acquired during 2014-15 through IRFC funding,
lease rentals have been fixed at ¥ 58.62 per thousand
per half year (PTPH) over a primary lease tenor of 15
years. The cost (IRR) to Ministry of Railways is 8.96%
p.a. Viewed in the context of the relatively high interest
rates ruling during most parts of the year, the pricing
is considered attractive for the Ministry. As regards the
cost to be charged from RVNL for the lending to them
during the year, the same has been worked out based
on the average cost of borrowings during the year. The
cost to RVNL has accordingly been fixed at 9.34% p.a.

11. Resource Mobilisation for 2015-16

In the Railway Budget for 2015-16, the annual borrowing
target for IRFC was fixed at ¥ 17,655 crore which
included ¥ 17,276 crore for funding of Rolling Stock
assets and % 379 crore for meeting the debt funding
requirements of RVNL.

Ministry of Finance in the current fiscal has allocated

Tax-Free bonds to the Government owned institutions
to the tune of ¥ 40,000 crore including your Company.
Allocation for IRFC therein is ¥ 6,000 crore. The
Company is confident of meeting the challenge and
hopeful to raise the required amount during the year
through issuance of such Bonds at most competitive
rates and terms.

12. Management Discussion and Analysis and
Company’s Outlook for the future

Your Directors take pleasure in sharing with you their
perception that business of the Company stands
on a sound platform and is running well. The robust
business model involving strong and mutually beneficial
relationship with MOR has become its unique forte.
However, the uncertainties in the global markets
and the widening of corporate spreads, as well as by
interventions of Reserve Bank of India to bring inflation
under control, points to strong likelihood of the cost of
raising financial resources remain on the higher side.
While the Company’s operations have necessarily
to be circumscribed by the conditions set out by the
macroeconomic environment, the Company maintains
its unflinching commitment to make funds available to
the Railways at the most competitive pricing feasible.

The MOR has tied up a loan of Rs. 1,50,000 crore from
LIC to be drawn in tranches over a period of five years
for their projects funding. IRFC, being funding arm of
MOR, has been entrusted with the job of borrowing
the same from LIC on MOR’s behalf. The Ministry has
been requested to ensure that the business model be
the same as is of Rolling Stock assets.

The business of the Company with the Ministry has
grown considerably during the recent years. From an
annual target of ¥ 2,957 crore in 2004-05, the borrowing
target assigned for the current year 2015-16 stands
at % 17,655 crore, including the funding support to be
provided to RVNL. The trend represented by more than
five-fold increase in annual borrowing target over a
period of ten years is likely to continue. This is bound
to further accentuate the problem of the Company’s
financial gearing requiring additional equity infusion.
Frequent instances of additional equity infusion — ¥ 300
crore in March 2009, T 291 crore in November 2009,
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% 511 crore in October 2010, ¥ 500 crore in January,
2012, % 250 crore in March, 2012, ¥ 600 crore in March,
2013, ¥ 400 Crore in February, 2014, ¥ 231.96 Crore
in March, 2014 and ¥ 542.50 crore in March, 2015
(pending allotment as on 31st March, 2015) — did help
to some extent. It would be expedient for the Company
to continue to have further equity infusion(s) not only to
sustain future borrowing programmes but also to keep
its gearing ratio well below 10:1. Given the nature of
the problem, the Company would do well to explore
all possible options for equipping itself appropriately
to meet this challenge. It is in this context that the
Authorised Capital is now proposed to be enhanced
from % 5,000 crore to ¥ 15,000 crore.

13. Report on Corporate Governance

The Government considers good corporate governance
practices a sine qua non for sustainable business that
aims at generating long term value for its shareholders
and all other stakeholders. Accordingly, it has been
laying increasing emphasis upon development of
best corporate governance practices amongst Central
Public Sector Enterprises (CPSESs). In pursuance of this
philosophy, your Company continues to comply with the
‘Guidelines on Corporate Governance for Central Public
Sector Enterprises’ issued by Government of India,
Ministry of Heavy Industries and Public Enterprises,
Department of Public Enterprises (DPE) in May, 2010.

The Company also continues to comply with the
‘Corporate Governance Voluntary Guidelines’ issued in
2009 by DPE. A few items in those Guidelines, which
your Company is not in a position to adopt mainly
because they do not apply to it, have been outlined’
together with reasons for non-compliance thereof, in
the Report on Corporate Governance.

Report on Corporate Governance is enclosed as
Annexure-| forming part of this report.

14. Corporate Social Responsibility

Activities relating Corporate Social Responsibility
(CSR) have now become integral part of Company’s
operations.

In terms of Section 135 of the Companies Act, 2013
(the Act), read with Schedule VIII thereof and also

the CSR Rules, the Company has constituted a CSR
Committee (the Committee) comprising Managing
Director, Director Finance and Independent Director,
who is its Chairman. Under the Act, the Company is
required to spend at least two percent of the average
of its net profits of the three immediately preceding
financial years. The Department of Public Enterprises
(DPE) has also issued guidelines in this behalf which,
inter alia, require the Central Public Sector Enterprises
(CPSEs) to frame a ‘CSR and Sustainability Policy’.
The Guidelines also make it mandatory for the CPSEs
undertake CSR activities as the provisions of the Act,
Rules thereunder.

Directors are happy to inform that the Company has
framed ‘CSR and Sustainability Policy’ and the same
has been hosted on its website. The Company has also
undertaken activities for Sustainable Development and
CSR, details of which are given hereunder :-

CSR activities during 2014-15

In terms of MOU for the year 2014-15, the Company
was to :- (i) hold three camps for distribution of Aids and
Appliances to persons with disabilities (ii) to undertake
project of installation of LED based Solar Public Lighting
in villages of six districts of Assam (iii) to undertake
Project of setting up of SPV Power plant at Sahibabad
and Delhi Cantt. Railway Stations including 30 Nos. of
LED based Street Light & setting up of Power Plant at
Schools operated by Mahila Samiti of Northern Railway
and (iv) funding of Vocational-cum-skill development
training centre at Udaipur jointly with RITES Ltd. and
provision of furniture to a School jointly with RITES Ltd.
Total cost of the projects was ¥ 10.38 crore. Besides,
a provision of ¥ 52 lakh was also made for meeting
emergency funds for natural calamities. Total cost of
the Projects was ¥ 10.90 crore.

The Board is happy to inform that almost all the
above projects were successfully completed within
the prescribed timelines of MOU. Besides, a sum of
¥ 8,53,50,000/- each was transferred to Clean Ganga
Fund and Swachh Bharat Kosh.

During the year, the Company was required to spend a
total amount of ¥ 26.93 crore, being 2% of its average net
profits (¥ 1,346.46 crore) as worked out under Section
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198 of the Act. A total amount of ¥ 26,24,51,773/- was
spent during the year leaving a balance of ¥ 68,26,907/-
only. This unspent amount was also equally deposited
in the Clean Ganga Fund and Swachh Bharat Kosh.

Thus, the Company has fully spent two percent of its
average net profits of the last three financial years.

Activities proposed during 2015-16

During the year 2015-16, the Company is required to
spend an amount of ¥ 32.97 crore under the Act. The
Committee has already shortlisted seven projects.
Further, preliminary study on twelve more projects is
being undertaken. The detail of all the projects / activities
would be provided in the next Annual Report.

The details of CSR activities as required under
Companies Act are given in the Annexure — II.

15. Directors Responsibility Statement

As required under Section 134(3)(c) of the Companies
Act, 2013, it is confirmed that :

a) In the preparation of the annual accounts, the
applicable accounting standards have been
followed and there are no material departures;

b) The Directors have selected such accounting
policies and applied them consistently and made
judgments and estimates that are reasonable and
prudent, so as to give a true and fair view of the state
of affairs of the Company at the end of the financial
year and of the profit or loss of the Company for
that period;

c) The Directors have taken proper and sufficient care
for maintenance of adequate accounting records, in
accordance with the provisions of the Companies
Act, 2013 for safeguarding the assets of the
Company and for preventing and detecting fraud or
other irregularities; and

d) The Directors have prepared the annual accounts
on ‘going concern’ basis.

e) The Directors have laid down internal financial
controls to be followed by the Company and
such internal financial controls are adequate and
operating effectively.

f) The Directors have devised proper systems to
ensure compliance with the provisions of all
applicable laws and that such systems were
adequate and operating effectively.

16. Internal Control Systems and their adequacy

The Company has established a sound system of
Internal Controls, suited to accurate and timely financial
reporting, and to ensure observance of statutory laws,
regulations and company policies. In order to maintain
efficacy and effectiveness of internal control systems,
regular and detailed internal audits are conducted by a
firm of experienced Chartered Accountants. The Internal
Control Systems have also been considered adequate
by the Statutory Auditors in their report to the Members.

17. Human Resource Management

Performance level of your Company has been
consistently high despite the fact that it consciously
maintains a very lean workforce. The small working
strength of 19 personnel is complemented to an extent
by outsourcing a few non-core activities to professional
agencies. The high level of employee productivity and
operational efficiency is reflected in an impressively low
cost of operations (overhead) to turnover ratio of 0.11%.

Such high levels of efficiency would not be possible but
for the Company laying deep emphasis on upgrading
skills of its employees and keeping them abreast
of latest developments and industry practices. The
Company is committed to enhancing the professional
expertise of all its employees. As a matter of general
practice, the Company relies on training interventions
involving assessment of training needs and providing
necessary inputs to Company personnel, including
through customised training programmes. In the year
2014-15, 4 (four) employees and 7 (seven) officers
were sent for training to improve their knowledge and
skills in their relevant areas of operations. Independent
Director also underwent a training programme. Besides,
Managing Director and Director Finance were also
imparted training in the area of Non-conventional and
Hard Core Financial Management.

18. Statutory Auditors & Secretarial Auditors

M/s Bansal Sinha & Co., Chartered Accountants, have
been appointed as Statutory Auditors by Comptroller
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& Auditor General of India to audit the accounts of
the Company for the year 2014-15. Secretarial Audit
under Section 204 of the Act has been conducted by
M/s Navneet K. Arora & Co., Company Secretaries, the
existing Secretarial Auditors.

19. Other Disclosures under the applicable
provisions of the Companies Act, 2013

19.1. Number of Meetings of the Board

The details are given in Corporate Governance Report
which is enclosed as Annexure-I.

19.2. Certificate of Independence by Independent
Director

Shri S.K. Goel, Independent Director, has given a
declaration that he meets the criteria of independence
as laid down under Section 149 (6) of the Act.

19.3. Material changes, if any, that may affect
financial position of the Company

No material changes and commitments have occurred,
between the end of the financial year to which the
financial statements relate and the date of this
Report, which may affect the financial position of the
Company.

19.4. Internal financial control systems and their
adequacy

This has been discussed in Para 8.
19.5. Audit Committee

The details pertaining to composition of Audit Committee
are included in the Corporate Governance Report,
which is enclosed at Annexure-I.

19.6. Statutory Auditors’ Report and Secretarial
Auditors’ Report

The Secretarial as well as Statutory Auditors in their
Secretarial Audit Report and Corporate Governance
Compliance Report respectively have observed that the
Company is not having adequate number of Independent
Directors on their Board and Audit Committee. Further,
due to non-availability of sufficient number of Independent
Directors, the Company has not constituted Nomination
and Remuneration Committee in line with the Section 178
of the Companies Act, 2013.

Since the Directors are appointed by the Government on
the Board of the Company, requests have been made
to MOR for filling up the vacancy of one Independent
Director urgently.

Their Reports are enclosed as Annexure-lll & Annexure-
IV which form part of this Report.

19.7. Risk Management

The Board of the Company has formed a Risk
Management Committee  comprising Managing
Director and Director Finance to frame, implement and
monitor the risk management plan for the Company.
The Committee is responsible for reviewing the risk
management plan and ensuring its effectiveness. Six
meetings of the Committee were held during the year.

The Company has also a Risk Management Policy in
place.

The Company has also appointed SBI Capital Market to
ensure that risks identified by the business and functions
are systematically addressed through mitigating actions
on a continuing basis. Advice from other experts is also
taken from time to time, as and when required.

The details of Risk Management have been covered in
Para 8.

19.8. Particulars of
investments

loans, guarantees and

The particulars of loans, guarantees and investments
have been disclosed in the financial statements.

19.9. Transactions with related parties

None of the transactions with related parties falls under
the scope of Section 188(1) of the Act.

19.10. Significant and Material Orders passed by
the Regulators or Courts or Tribunals impacting the
going concern status of the Company

There are no significant and/or material orders passed
by the Regulators or Courts or Tribunals impacting the
going concern status of the Company.

19.11. Disclosure under
Management Act, 1999

Foreign Exchange

The Company has obtained a Certificate from its
Statutory Auditors thatitis incompliance with the relevant
provisions of the Foreign Exchange Management Act,
1999.
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19.12. Extract of Annual Return

As provided under Section 92(3) of the Act, the extract of
Annual Return is given in Annexure-V in the prescribed
Form MGT-9, which forms part of this report.

19.13. Particulars of Employees receiving high
remuneration & other particulars of employees

Since the IRFC is a Government Company, provisions
of Section 197 are not applicable on it. Hence, the
details have not been given.

19.14. Deposits from public

As in the past, the Company has not accepted any fixed
deposits during the period under review.

19.15. Conservation of Energy, Technology
Absorption, Foreign Exchange Earnings and Outgo

Pursuant to the Provision of Section 134(3)(m) of the
Companies Act, 2013 in respect of Conservation of
Energy and Technology absorption, following steps
have been taken by your Company :-

To save power, the Company now purchases LED/LCD
monitors while replacing the old monitors. Employees
are encouraged to keep their gadgets in power saving
mode, wherever possible. The Company would also
replace its old electrical items, gadgets, etc. with the
power efficient units in the next office renovation.

The Company did not have any foreign exchange
earnings during the year. Details of foreign exchange
outgo have been given in the Notes on Accounts.

19.16. Expenditure on R&D

This is not applicable as IRFC is engaged only in
financial activities.

20. Official Language

The Company is committed to achieving extensive use
of Hindi in transaction of its official business, and in the
process also bring about compliance with provisions of
Official Language Act and Official Language Policy of the
Government of India. Considerable efforts were made to
achieve the targets set under Annual Programme issued
by Department of Official Language, Government of
India. Provisions of Section 3(3) of the Official Language
Act were fully complied with. Effective measures were

taken to bring about progressively higher use of Hindi
in day-to-day working of the Company. Ensuring more
intensive use of bilingual / Hindi software, purchase
of sufficient number of Hindi books, periodicals and
journals for the office library in keeping with improving
readership, and holding workshops to promote
awareness and use of Hindi as official language formed
core of the approach in the matter, even as the biggest
driver has been a sense of pride inculcated amongst
constituents of the Company in transacting their official
work in Hindi.

During the year under review, four quarterly meetings of
the Official Language Implementation Committee of the
Company were held. Also, four Hindi Workshops were
organised to give hands-on exposure to participants
on various facets of use of Hindi in discharge of their
official duties. As in the previous years, Hindi Week was
celebrated, carrying out a variety of activities. Awards
were given to employees making most extensive use
of Hindi in their day-to-day official work. Awards were
also given to winners of the Hindi Poem recitation
competition.

The official website of your Company exists in fully
bilingual form, and contains all information of interest to
its stakeholders.

21. Presidential Directives

No Presidential Directive was received from the MOR
during the year 2014-15.

22. Right to Information Act, 2005

The Company follows Government instructions issued
in pursuance of Right to Information Act, 2005, and has
designated Public Information Officer and Appellate
Authority under the Act. All relevant information has
been hosted on the Company’s website also.

23. Women Employees

Your Company has a very small organizational setup,
comprising 19 employees in all. Out of these, four
employees are in Section Officers grade, one in Dy.
Manager and one in Assistant Manager category.
These include two women employees, one as Assistant
Manager and one Section Officer. The Company would
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endeavour to further improve the number as and when
an opportunity offers.

24. Information under sexual harassment of women
at workplace (Prevention, Prohibition & Redressal)
Act, 2013

No case of sexual harassment at the work place was
reported in the last financial year.

The Company has an Internal Complaint Committee
where women employees can register their complaints
against sexual harassment.

25. Board of Directors and Key Managerial
Personnel

Since the last Annual General Meeting in August, 2014,
three changes have taken place in the composition of
the Board of Directors.

Smt. Rajalakshmi Ravikumar was appointed part time
non-official Chairperson of the Company vide Ministry of
Railways Order No. 2009/PL/47/2 dated 30th October,
2014. Smt. Ravikumar holds Masters’ degree in English.
She has rich experience in railways, corporate and
finance sectors.

Shri D.C. Arya, the then Director Finance demitted
Office on 30th June, 2015 consequent upon his
superannuation.

Shri Niraj Kumar, has been appointed Director Finance
of the Company in place of Shri Arya vide MOR
Order No. 2014/E(O)ll/40/12 dated 01.04.2015. His
appointment is effective from 1st July, 2015 and he has
assumed charge on the aforementioned date.

Shri Niraj Kumar is a qualified Chartered Accountant
and has rich experience of about 30 years in Corporate
Sector.

Directors place on record their appreciation of the
services rendered and contribution made by Shri Arya
during his tenure as Director Finance of the Company.

As required under the Corporate Governance
Guidelines, the Company evaluates performance of its
Directors and Committee(s) of the Board.

Pursuant to Section 203 of the Companies Act, 2013,
Director Finance and Company Secretary, have

been designated as Key Managerial Personnel of the
Company.

26. Comments of the Comptroller & Auditor General
of India

The Comptroller & Auditor General of India has undertaken
supplementary audit on accounts of the Company for
the year ended 31st March, 2015 and have had no
comments upon or supplements to the Auditors’ Report
under Section 143(6) of the Companies Act, 2013.
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