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THE INVINCIBLE

INTRODUCTION

~by Arshia
Dhirubhai  Ambani  embodied all of the
revolutionary  capitalism that the Western

analysts believed was needed in India; which
was waiting to be released from bureaucracy. A
new economic narrative was being set, with
Dhirubhai Ambani becoming a picture of an
“entrepreneurial icon,” as admired by business
magazines.

In 1986, Mukesh and Anil Ambani received an
early warning Dhirubhai  Ambani’s
deteriorating health, and with him gone in 2002,
a family feud followed.

Mukesh and Anil
together. Mukesh was chairman, while Anil was
deputy chairman. However, there were signs of
friction, and Sucheta Dalal, the Indian business
journalist, wrote about Anil Ambani's absence at

about

For some time, worked

the big launch of Reliance Infocomm.

Mukesh's dream project “Reliance Infocomm”
was implemented on an audacious scale and
was practically underwritten by RIL.
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Over Rs.10,000 crores of RIL money was
invested in preference shares of the company, at
a rate of interest much below market standards.
Anil always doubted the viability of the project
and objected to the "soft loans" being given to
the telecom company. Meanwhile, Anil merrily
inked an agreement with the Uttar Pradesh
government to set up a Rs.11,000-crore power
plant in Dadri. The power project depended on
RIL for financial support and gas from Reliance's
fields. Mukesh was reportedly skeptical about the
project and was even said to have commented
that RIL did not have enough gas reserves to feed

the plant.
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Finally, Kokilaoben Ambani came up with an

official statement that said the issue had been
resolved and asset distribution was decided
on. The deal was made by Kokilaben and
close family friend K.V. Kamath to divide the
Rs.99,000-crore empire built by Dhirubhai
Ambani as fairly as possible between the two
brothers.

Anil walked away with responsibility for
Reliance Infocomm, Reliance Energy, and
Reliance Capital which provided the essential
linkages of the future economy: electric power
and financial services. There was a five-year
non-competing agreement.

Two reports from PWC, RHFL's statutory
auditor, and Grant Thornton, the forensic
auditor hired by Bank of Baroda, the principal
bank in the company's lender consortium,
were considered by SEBI. According to SEBI,
how the promoter and firm management |
approved loans totaling hundreds of crores
"suggests a sinister objective behind the
'loans'." The SEBI's investigation was brought
on by noncompliance with disclosure laws
and listing requirements.

Industries Limited
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Reliance Power’s Position in the Market and Strategic Vision
~by Vedika Gupta

Reliance Power, a subsidiary of the Reliance Anil
Dhirubhai Ambani (ADA) Group, was
incorporated on 17 January 1995 with ambitious
objectives; it aimed to become one of the largest
power generators in the country by capitalizing on
India’s growing energy demands and was
established to develop, construct, and operate
power projects in the Indian and international
markets.

In his efforts to compete with his elder brother,
Mukesh Ambani, who controls the Reliance
Industries Limited (RIL) empire, Anil embarked on

an ambitious expansion strategy to elevate
Reliance Power’s position in the market. This

sibling rivalry, particularly intensified by their split
Reliance Power is one of the major subsidiaries

within the ADA Group and was expected to
contribute substantially to the group’s revenue
stream. However, due to its financial struggles

in the business empire, was one of the key driving
forces behind Anil's aggressive investment
decisions.

and the adverse effects of debt accumulation,
Reliance Power has become a liability rather
than an asset for the group. This situation is
further compounded by the challenges in the

Furthermore, the slowdown in global economic
growth and falling tariffs in the power sector
severely impacted the profitability of these

investments, putting immense pressure on Reliance i _
power sector, where the high capitdl

expenditure required for infrastructure projects
does not always align with fluctuating market
demands and strict regulatory requirements.

Power’s finances.

Currently, Reliance Power faces an uphill battle
to maintain financial stability. The forensic audit
initiated by lenders puts additional pressure on
the company to restructure and improve its fiscal

practices. Moreover, India’s shift towards
renewable energy poses a strategic challenge
to traditional power generation companies, and
Reliance Power must adapt to remain relevant in
an evolving industry landscape.
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Audit journey of Reliance corporation:-

~by Mariam K Verghese

’2016 Reliance Home Finance's expansion: Reliance
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i House Finance, a division of Reliance Capital, keeps
its emphasis on offering home loans, including
wholesale finance, retail house loans, and loans
secured by real estate.

Aggressive Borrowing: RHFL and Reliance Capital, its
parent company, starts to increase the amount of
money they borrow by depending on debt instruments
and taking on more high-risk loans.

2017: Increased Exposure to Risky Assets: As RHFL
expands its exposure to higherrisk categories, such
as loans to developers and big corporate borrowers,
its loan records begin to exhibit symptoms of stress.
Credit Rating Downgrade: Credit rating agencies start
reducing RHFL's credit ratings, raising concerns about
its financial health, as a result of growing risks and
defaults in several of its holdings.

2018: Liquidity Crisis Begins: RHFL starts facing
significant liquidity pressure, which is exacerbated by
the default of several group companies under the
Reliance Group, including Reliance Capital.

PwC Resigns as Auditor: In late 2018,
PricewaterhouseCoopers (PwC) resigns as the auditor
of Reliance Home Finance. Serious inconsistencies in
the company's financial reporting, specifically in
relation to overstated loan assets and insufficient
provisioning for non-performing assets (NPAs), were

the catalyst for this action.
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2018: PwC Issues a Statement: PwC cites a
lack of sufficient documentation and failure
to receive appropriate explanations from the
management for the discrepancies in the
financial statements.

2019: SEBI Scrutiny Intensifies: Concerns
about corporate governance, financial
mismanagement, and related-party
transactions prompt the Securities and
Exchange Board of India (SEBI) to start
looking into Reliance Home Finance Lid.
(RHFL) and its parent company, Reliance
Capital.

Grant Thornton's Forensic Audit: Reliance
Home Finance and its subsidiaries were the
subject of a forensic audit by Grant Thornton
in 2019. The audit reveals serious financial
irregularities that raise questions about the
company's financial integrity, such as
overstated loan assets, inadequate
provisioning for non-performing assets,
capital diversion, and related-party activities.

Bank of Baroda (BoB) Issues: The results of
the forensic audit have a special impact on
Bank of Baroda because it is the primary
lender. Significant loan defaults and
increasing exposure to Reliance Home
Finance are problems for the bank and other
lenders. It is discovered that weak due
diligence and bad loan documentation had
an effect on BoB.
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® 2019: SEBI Orders Bar on Anil Ambani: Following regulatory scrutiny, SEBI bars Anil
Ambani and several entities linked to him, including Reliance Capital and Reliance Home
Finance, from accessing the securities market for failing to comply with disclosure
requirements and corporate governance norms.

2020: Financial Collapse and Investigation: By 2020, Reliance Home Finance and Reliance
Capital are facing severe financial instability. Reliance Capital is in the process of selling
off assets to repay mounting debt obligations. The Reliance Group is under investigation by
both SEBI and other regulators.

Further Regulatory and Legal Actions: The Enforcement Directorate (ED), SEBI, and RBI
launch additional investigations into possible fraudulent activities and financial irregularities
within the group, especially those pertaining to related party transactions, improper
financial disclosure, and mismanagement of funds.

Disposal of Assets: Reliance Capital and its subsidiaries, including Reliance Home Finance,
start selling assets, such as real estate holdings, subsidiary stakes, and other investments, to
address the liquidity situation. The goal of the sale is to settle defaults and pay back
creditors.
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Audit performed by PwC:
~by Mariam K Verghese

In reaction to the findings, the statutory auditor,
PWC, resigned in 2019 due to non-cooperation
and concerns over the veracity of the company's

financial accounts. PWC claims that because
conducting business with Reliance Housing
Finance Ltd would be against the company's code
of ethics, they were compelled to resign.

The Key Findings of PWC'’s Audit included:

Discrepancies in Financial Reporting: It was
discovered that the loss on loan provisions and
non-performing assets were not properly disclosed.

This sparked questions about the company's actual
financial situation. Re L IAN Ce

Lack of transparency in Related Party Transactions:
According to PWC, the company's aoffiliates did
not conduct their business at arm's length. The

transactions were not properly disclosed, which HOME
sparked worries about possible conflicts of interest

and poor governance. Fl NANCE
Inadequate  Internal  Controls  and  Risk
Management:  RHF's internal controls  were
deficient, especially when it came to identifying
and controlling financial risks.

Non-compliance with  Accounting  Standards:
Several instances were found where the financial
statements did not comply with the Indian
Accounting Standards, which included timely
recognition of revenue and valuation of financial
instruments.

Concerns over Loan Assets and Provisions: It was
found by PWC that the reported loan assets were
overstated and provision for bad loans was
insufficient
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Financial analysis and shareholder’s reaction
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~by Amira Kalam

In the FY 2023-2024, the quick ratio was 0.18 and
the current ratio was 0.27. Both of these are below
the ideal benchmark of 1, indicating that Reliance
Power is suffering from liquidity problems because it is
not in a good position to pay its shortterm liabilities
with its shortterm assets.

The foremost thing to consider was the promoter of
Recent orders by SEBI and the commencement of a
forensic audit have led to scrutinizing the company's
finances. low liquidity ratios may point to more
serious problems in cash flow management that have
shaken investors' trust and invited extra regulatory
steps like penalties or capital market restrictions.

The high debt leverage and inefficient operations
would likely keep the company's return on assets low.
From the forensic audit, it was found that the value of
Reliance Power's assets was overstated or falsified in
the financial reports; this has compromised the ROA
on those reports. These discrepancies raise questions
about how well Reliance Power utilizes its resources to
generate income.

The stock fell after the company was banned by the
Solar Energy Corporation of India for three years from
participating in any of its upcoming tenders. This is
after allegations that Reliance Power submitted a
forged document for the tender of a state-run entity
this June.

rReLIANCeS=3I

Anil Dhirubhai Ambani Group
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securities and Exchange Board of India

responded by
announcing that it would go to court to
appeal the decision made by SECI and
referred to it as an "unwarranted action."
As recentlly as October 2024, the
company has filed a case with Delhi Police
based on being deceived through forgery

Reliance Power has

and criminal conspiracy. The interest of its
four million shareholders it had vowed to
take all legal measures to challenge the

decision taken by SECI.

Regulatory proceedings, such as the five-
year suspension by SEBI, have resulted in
a dent in the reputation of the whole ADA
Group. Unending the
group's access to fresh money from stock

scrutiny  made

markets or finding new investments with
onerous conditions. Disclosures of financial
mismanagement in the case of Reliance
Power and other ADA companies
adversely affected its reputation in the
financial markets and resulted in lowering
and

its expectations of partnerships

funding.

The ADA Group has had Reliance Power
as one of its core businesses and enjoys
an essential source of investor confidence.
Poor financials, governance issues, and
forensic audit results have eroded market
confidence in the firm. This adverse view
of Reliance Power has impacted stock
performance and shareholder value for
other firms in the group.

074
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With investors increasingly growing
skeptical about the future of Reliance
Power, other ADA Group firms seem
to have caught this feeling, reflecting
a general loss of market value. Other
ADA Group firms like Reliance
Communications and Reliance
Infrastructure are also expected to
come under investor scrutiny as far as
their fiscal management is concerned.
They too are plagued by recent
challenges.

Industries .
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