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Abstract--In its early years, Lanco Infratech Ltd. (LITL)
experienced rapid growth by investing in power generation,
EPC contracts, solar energy, and overseas acquisitions,
which contributed to its popularity in India’s infrastructure
sector. Founded by Lagadapati Rajagopal in 2006, the
company undertook numerous projects both domestically
and internationally, most notably acquiring Griffin Coal in
Australia. However, Lanco's expansion was fueled by
questionable financial practices. The company grew too
quickly, primarily financed through debt, borrowing
substantial amounts to fund projects that did not generate
immediate revenue. This led to a swift decline in their
financial position. Additionally, complications such as
ongoing project delays, lengthy permit approval processes,
fuel shortages, and poor execution hindered the company's
recovery efforts. Ultimately, Lanco could not stabilize its
finances, prompting IDBI Bank to initiate insolvency
proceedings under the Insolvency and Bankruptcy Code
(IBC) following multiple defaults. This series of unresolved
issues culminated in Lanco’s dissolution in 2018, marking
one of India’s largest corporate failures, with a debt of Rs.
50,000 crore and little chance of recovery. Further
investigations by forensic auditors revealed that the
company’s accounts had been used to divert funds, leading
to the classification of these activities as fraudulent. The
collapse of Lanco serves as a cautionary tale about the
dangers of over ambition, reckless financial risks, ineffective
management, and failures within the Indian infrastructure
sector.

Keywords-- Corporate insolvency (IBC), debt-financed
expansion, financial fraud, infrastructure sector failure,
Lanco Infratech.

I. INTRODUCTION

Lanco Infratech Ltd (LITL) was once a prominent
player in India's infrastructure sector, with diversified
interests spanning power generation, construction,
engineering, procurement, and construction (EPC)
services, solar energy, and road projects. Founded in
2006 by Lagadapati Rajagopal former MP, political
heavyweight as part of the Lanco Group, the company
rapidly expanded its footprint both domestically and
internationally. Lanco's ascent was marked by aggressive
bidding and rapid project execution. By 2011; it had
become one of India's largest private power producers,
boasting an installed capacity of approximately 4,700
MW. The company's portfolio included several
significant power projects:
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o Lanco Amarkantak Power Limited: Two units of
300 MW each in Chhattisgarh.

e Lanco Anpara Power Limited: Two units of 600
MW each in Uttar Pradesh.

e Udupi Power Corporation Limited: Two units of
600 MW each in Karnataka later sold to Adani
Power in 2015.

o Lanco Kondapalli Power Limited: A 1,466 MW
gas-based combined cycle power plant in Andhra
Pradesh.

In addition to thermal power, Lanco ventured into
renewable energy, securing EPC contracts for solar
projects, including a 100 MW solar thermal project in
Rajasthan and a 75 MW photovoltaic project in
Maharashtra. The company also explored international
opportunities. In 2011, the company made headlines by
acquiring Australia’s Griffin Coal for over $700 million,
a move aimed at securing long-term coal supplies for its
power plants in India. The idea was to vertically integrate
its operations owning both the source of fuel and the
power generation which, on paper, looked like a
masterstroke. But in reality, Griffin Coal was a financial
sinkhole, already burdened with debt and operational
inefficiencies. The acquisition soon turned toxic, draining
Lanco’s finances and becoming a key contributor to its
downfall.

Undeterred at first, Lanco also announced ambitious
plans to build a 5,000 MW renewable energy pipeline,
with large-scale solar projects at the forefront. It
positioned itself as a future-forward, clean-energy
pioneer, long before solar became mainstream in India.
Adding to the ambition, the company even floated the
idea of listing overseas, presenting itself as a “global
infrastructure powerhouse” in the making a homegrown
giant set to compete on the world stage.

II. WHY DID THEY CRASH

1. Too Big Too Fast- Lanco Infratech grew like a mutant
on steroids not slowly or steadily, but in a freakish,
breakneck sprint. Fueled by India's infrastructure boom in
the 2000s, the company tried to build an empire
overnight. It was winning contracts left and right,
launching gigantic power plants, bidding for highways,
dabbling in solar energy, buying foreign assets all at
once.
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It looked unstoppable. But here’s the plot twist: they
were doing all this with borrowed money. We’re talking
tens of thousands of crores in loans from Indian and
foreign banks. Instead of pacing growth with revenue,
Lanco bet everything on future earnings which never
showed up on time.

a) Massive loans - To fund its hyper-growth ambitions,
Lanco took on an unsustainable mountain of debt
that would eventually crush it. The company
borrowed aggressively to finance massive power
projects, many of which had long gestation periods
because, let’s face it, you don’t start earning returns
from a 1,000 MW power plant the moment you
break ground. In a move that aged like milk, Lanco
also acquired Griffin Coal in Australia, an already
troubled asset thatnever turned a profit and quickly
became a financial black hole. Meanwhile, it was
also bleeding cash on EPC contracts, where
government payments were often delayed or
entangled in bureaucratic red tape. The result?
Before anyone could hit the brakes, Lanco was
buried under a Rs. 50,000 crore debt pile, with
interest payments snowballing and revenue nowhere
in sight.

b) Project delays everywhere - Many of Lanco’s mega-
projects were crippled by delays and red tape,
turning what should have been high-revenue
ventures into financial nightmares. Land acquisition
turned into a legal minefield, often met with
protests, compensation disputes, and endless
paperwork. Environmental clearances added more
fuel to the slowdown, with projects stuck in limbo
as authorities scrutinized their ecological impact.
Fuel supply problems especially shortages of
domestic coal meant that even completed plants sat
idle, becauseno coal = no power = no money. Add
to that the classic Indian flavor of bureaucratic
gridlock, where decisions crawled through
ministries and departments at glacial speeds. These
weren’t minor hiccups — they were full-blown
systemic roadblocks. As timelines stretched,
revenue dried up, cash flow died, and interest on
massive loans kept compounding, dragging Lanco
deeper into the debt abyss with every passing day.

c¢) Cash flow = absolutely dead - With no incoming
cash fromits delayed and stalled projects, Lanco’s
cash flow flat lined completely. The company
couldn’t service its massive loans, and the interest
payments alone became crushing, spiraling out of
control. Banks started panicking, realizing they had
billions tied up in a sinking ship. Credit rating
agencies slashed Lanco’s status to junk, making it
nearly impossible to raise fresh capital. Working
capital dried up, vendors stopped supplying
materials, and contractors abandoned sites.
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Even employees faced salary delays, as the
company struggled to keep the lights on literally and
figuratively. What was once celebrated as a national
infrastructure champion had now become a
cashless, crumbling shell, with half-finished
projects rotting on-site and creditors pounding on
the door for whatever scraps were left.

The company expanded too rapidly, took on crushing
debt, made grand promises it couldn’t fulfill, and
delivered far less than expected. Chronic project delays
strangled its cash flow, turning it from a source of
strength into a financial corpse.

2. Debt Monster - Lanco aggressively financed dozens of
power plants, solar projects, and infrastructure contracts
with massive bank loans and bonds. Many of these
projects had long gestation periods, meaning money was
tied up for years before any revenue flowed in. The
company also took on debt to fund risk-heavy
acquisitions, like Australia’s Griffin Coal, which was
already struggling and added to Lanco’s financial
bleeding. Instead of paying down debt with cash flows,
Lanco kept borrowing more to service existing loans,
creating a dangerous debt spiral. At the height of its
expansion spree, Lanco’s total debt ballooned to more
than Rs. 45,000 crore. To put that into perspective, this
was one of the largest debt burdens ever carried by an
Indian infrastructure company. It wasn’t just a number; it
was a ticking financial time bomb.

At first, banks and financial institutions were
enthusiastic partners, attracted by Lanco’s size,
government backing, and growth potential. But as delays
mounted and cash dried up, lenders became increasingly
jittery:

e Loan repayments started slipping.

e Interestaccruals ballooned, sometimes unpaid for

months.

e Credit rating agencies downgraded Lanco
repeatedly from investment grade down to junk.

e Debt servicing turned into debt accumulating. The
confidence of lenders evaporated rapidly.
Eventually, the situation spiraled beyond recovery,
and banks collectively decided they’d had enough.
With mounting unpaid dues and no viable
turnaround in sight, the Reserve Bank of India
(RBI) officially categorized Lanco Infratech as a
non-performing asset (NPA), marking it as a
company that had defaulted on its loans. This
classification triggered a domino effect across the
financial system banks immediately stopped
extending fresh credit, effectively cutting off
Lanco’s financial oxygen. Loan covenants were
breached, further eroding trust among creditors and
investors.
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3. Failed Projects: Lanco Infratech’s ambitious project
portfolio was once the envy of the infrastructure world
but one by one, those grand ventures crashed and bumed,
leaving behind a trail of stalled construction sites, unlit
power plants, and unpaid dues. Here's how it all
unraveled:

a) Power plant stalled - Power was supposed to be
Lanco’s crown jewel. They had plans to generate
over 10,000 MW across various plants in states
like Andhra Pradesh, Chhattisgarh, Karnataka, and
Uttar Pradesh. But these projects ran into one
disaster after another:

e Fuel supply issues: No coal meant plants
couldn't operate even after being built.

e Land acquisition delays and environmental
clearances slowed construction.

e Transmission bottlenecks prevented completed
plants from supplying power to the grid.

e Theresult? Massive investments tied up in non-
functional or half-finished plants that generated
no revenue but continued to rack up debt.

b) EPC projects stuck - Lanco’s Engineering,
Procurement, and Construction (EPC) wing was
once thriving, building infrastructure for itselfand
for others. But as internal projects stalled and cash
flow dried up, EPC contracts got caught in the
quicksand:

e Delayed payments from government agencies

e Costoverrunsdueto inflation and supply chain
issues

e Litigation with subcontractors and vendors -
Several projects ended up in arbitration or were
outright terminated, and the EPC division once a
profit engine turned into a money pit.

¢) Solardream dimmed - Lanco was an early entrant
into the solar energy space, and it talked a big
game 5,000 MW of planned capacity, including
some of India’s first solar parks in Rajasthan and
Gujarat. But:

e High capital costs, coupled with low tariffs,
made the projects financially unviable.

e Debt-fueled expansion backfired when revenue
couldn’t keep up.

e International interest waned as India’s solar
market became too volatile. Most of those solar
dreams never left the blueprint stage, and the
few operational plants barely broke even.

d) Road projects - Lanco had also ventured into road
construction through Public-Private Partnerships
(PPPs). These included toll highways and
expressways across multiple states. But here too:

e Land disputes delayed execution.

e Traffic projections were overly optimistic,
leading to poor toll revenues.
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e Maintenance costs ballooned, and Lanco
couldn’t sustain them.

e A number of road projects were either
suspended or returned to the government, as
financial distress made them impossible to
maintain.

4. Bad Management - Global Slowdown - Policy Hell =
Lanco didn’t just collapse because of debt or delays it
was a perfect storm of self-sabotage, economic
turbulence, and policy nightmares that fried the company
from every angle.

a) Bad management - Big time. Lanco’s leadership
chased growth like a junkie chases a high: reckless,
desperate, and without a plan B. They
overcommitted capital, underestimated execution
risks, and failed to prioritize core strengths. Instead
of consolidating and stabilizing, they doubled down
on expansion launching new projects while existing
ones were still half-baked. There was little financial
discipline, poor risk assessment, and zero fallback
strategy when things started going south. It was
growth for growth’s sake and it exploded in their
faces.

b) Global slowdown - Just as Lanco was hitting peak
ambition, the global economy hit the brakes. Post-
2008 financial crisis recovery was slow, and investor
appetite forrisky infrastructure bets especially from
emerging markets dried up fast. Commodity prices
fluctuated, funding costs rose, and foreign lenders
backed off, leaving Lanco exposed and vulnerable.
Its foreign acquisition, Griffin Coal in Australia,
turned into a bleeding liability just as coal prices
crashed globally. Lanco had bet on an international
playbook, but the global stage went cold.

c) Policy hell - If mismanagement and bad timing
weren’t enough, Lanco also got hammered by Indian
policy paralysis. The infrastructure sector was a
bureaucratic mess plagued by:

Land acquisition battles

Environmental clearance delays

Inconsistent coal allocations

Regulatory flip-flops in power tariffs and solar
incentives. Even projects that were ready to
launch got stuck in endless rounds of paperwork,
clearances, and courtroom drama. The
government couldn’t move fast enough, and
Lanco didn’t have the runway to wait.

III. THE DEATH SPIRAL (2017 ONWARDS)

1. IDBI Bank - By mid-2017, Lanco Infratech was
already knee-deep in chaos stalled projects, Rs. 45,000
crore in debt, zero cash flow, credit ratings in the gutter,
and creditors growing restless.
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The final blow came when IDBIBank, one of Lanco’s
largest lenders, took decisive legal action.

a) The default - Lanco had defaulted on multiple
loans and was unable to even pay interest, let
alone principal amounts. IDBI Bank, holding
hundreds of crores in exposure to the company,
declared the account as non-performing (NPA).
This wasn’t a delayed EMI this was a full-blown
default across multiple banking arrangements.
And IDBI wasn’t alone many banks in the
consortium had stopped expecting repayment
altogether.

b) The NCLT Move - In June 2017, IDBI Bank
became the first to take the plunge and dragged
Lanco Infratech to the National Company Law
Tribunal (NCLT) under the newly strengthened
Insolvency and Bankruptcy Code (IBC), 2016.
This was a landmark moment because:

e It made Lanco one of the first 12 big corporate
defaulters identified by the Reserve Bank of
India for immediate resolution.

e It signaled that banks were done waiting no
more restructuring, no more corporate debt
excuses.

e It kickstarted the formal insolvency process,
giving Lanco 180 days (extendable to 270) to
resolve its debt or face liquidation.

Resulting in a Resolution Professional (RP) was
appointed to take over Lanco’s operations from
management and the board of directors was suspended,
and the RP tried to evaluate Lanco’s assets, liabilities,
and whether anything could be salvaged. Creditors lined
up with claims, but few showed any real interest in
reviving the company. Multiple failed bids and
restructuring attempts, ultimately, with no feasible
resolution in sight, Lanco was pushed into liquidation in
2018.

2. Liquidation - By 2018, Lanco Infratech once a poster
child for India’s infrastructure ambitions was on
financial life support, and the plug was about to be
pulled. After months of stalled insolvency proceedings,
no investor placed a serious bid, and no turnaround plan
could resuscitate the corpse of the company. So in
August 2018, after the 270-day deadline passed without a
successful resolution, the NCLT had only one option left,
order the liquidation of Lanco Infratech Ltd.All of
Lanco’s remaining assets including land parcels, heavy
machinery, partially built power plants, and subsidiaries
were to be auctioned off, piece by piece, in a desperate
attempt to recover whatever value remained. The
proceeds from these sales were funneled through a legally
mandated waterfall structure, first to cover insolvency
costs and employee salaries, then toward repaying
secured creditors like banks.
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Unsecured lenders, vendors, and smaller contractors
were pushed to the bottom of the pile, and most of them
received mere scraps. IDBI Bank and others had lent
thousands of crores but in liquidation, they would be
lucky to recover even 5—10% of their exposure. There
were attempts to sell Lanco’s few working assets (like
Lanco Amarkantak Power), but most buyers lowballed or
dropped out entirely. In the end, thousands of crores in
claims were reduced to pennies on the rupee, as Lanco’s
once-vast infrastructure empire was disassembled and
liquidated like a bankrupt scrapyard.

3. Fraud Account - In May 2021, Punjab & Sind Bank
officially classified Lanco Infratech’s account as a
“fraud”. Forensic audits into Lanco Infratech’s financial
dealings reportedly uncovered a trail of serious
irregularities including fund diversion, misuse of
borrowed funds, and misrepresentation of financial
statements. These weren’t minor bookkeeping errors;
they were classic red flags in corporate finance, pointing
toward deliberate manipulation and potential criminal
intent. Auditors flagged that Lanco may have siphoned
off funds, routed money through shell contracts, or
engaged in circular transactions to camouflage its
financial health. Based on these findings, Punjab & Sind
Bank classified the account as "fraudulent" in 2021,
following guidelines set by the Reserve Bank of India
(RBI). This not only deepened the company’s disgrace
but also opened the door for criminal investigations and
enforcementaction marking Lanco’s final descent from a
high-flying infrastructure giant to a cautionary tale of
corporate misconduct.

IV. How MucH MONEY Lost?
Financial creditors claimed Approx. Rs 45,000 crore.
Operational creditors? Another Rs 5,000crore.
What was recovered?

Liquidation value: ~Rs 320

Actually realized: ~Rs 211 crore.

crore.

That’s not even 0.5% recovery an amount so small.
Banks wrote off tens of thousands of crores. Vendors
walked away with nothing. The financial system took a
gut punch, and taxpayers indirectly bore part of the cost
through public sector bank bailouts.

V. THE AFTER MATH: LANCO'S GHOST ASSETS

While Lanco Infratech Ltd. officially died in
liquidation, its physical footprint didn’t just vanish many
ofits core assets were picked off and absorbed by other
companies, often at distress-sale prices. But the story
didn’t end happily for everyone, especially when it came
to its infamous overseas gamble: Griffin Coal
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1. Power Plants: Fire Sale Free for All - Lanco had

poured massive investments into thermal power
generation, with marquee assets like the Lanco
Amarkantak Power Plant in Chhattisgarh and the
Anpara Power Plant in Uttar Pradesh. These
projects, though partially operational and
strategically valuable. When the liquidation process
began, buyers moved in swiftly, eyeing the
distressed assets for steep discounts. There was still
value in the infrastructure, provided someone had
the resources and patience to clean up the mess.
Lanco Amarkantak’s Unit II, for instance, drew
interest from state-run entities like PFC (Power
Finance Corporation) and REC, which planned to
absorb it into a public sector energy platform. But
the numbers told a grim story banks that had lent
thousands of crores to finance these assets saw only
hundreds of crores recovered, making it one of the
largest value erosions in India’s power sector.

. EPC Contracts: Scattered and Scrapped - Lanco’s
Engineering, Procurement, and Construction (EPC)
division had been deeply embedded across India,
handling dozens of large-scale contracts in sectors
like power, highways, and industrial infrastructure.
However, once the company entered insolvency,
this vast portfolio crumbled overnight. Most of its
ongoing EPC projects were either canceled outright
or re-tendered by government agencies to new
contractors, disrupting timelines and budgets.
Several key infrastructures works faced multi-year
delays, leading to cost escalations, stalled
development, and severe consequences for local
economies and public services. Complicating
matters further, Lanco had already accepted
advance payments or partially executed many
contracts, leaving behind a tangle of unfulfilled
obligations, disputed guarantees, and warranty
claims. This triggered a wave of litigation involving
state agencies, subcontractors, and suppliers, as
each party tried to recover dues or pin
responsibility. The collapse of Lanco’s EPC arm
didn’t just impact creditors it caused ripple effects
across India’s infrastructure pipeline.

. Griffin Coal: The Billion Dollar Blunder - Lanco’s
A$730 million acquisition of Griffin Coal in
Australia in 2011 was billed as a strategic
masterstroke a move to secure long-term, low-cost
coal supplies forits Indian power plants. But instead
of becoming an energy game-changer, Griffin Coal
devolved into a financial catastrophe, ranking
among the most disastrous overseas acquisitions by
an Indian company.
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Under Lanco’s ownership, Griffin never turned a
profit, consistently bleeding cash due to plummeting
coal prices, persistent labor unrest, mounting
environmental penalties, and chronic operational
inefficiencies. Desperate to salvage the deal, Lanco
keptinjecting funds into the asset, even as its core
business back home was falling apart further
straining its already crumbling financial health. The
losses became so unsustainable that Griffin was
eventually pushed into receivership in Australia,
and Indian lenders like ICICI Bank and Axis Bank,
who had financed the acquisition, were left with a
worthless foreign asset on their books. What was
meant to be a vertical integration win became a
toxic millstone, symbolizing Lanco’s reckless
ambition and accelerating its downfall.

VI. RED FLAGS IN LANCO CORPORATE FRAUD

Here are the key red flags that signaled corporate fraud
and financial mismanagement at Lanco Infratech Ltd.,
based on public reports, audits, and post-liquidation
findings. These serve as critical learning points for
identifying early warning signs in corporate governance
failures:

1 Fund Diversion - Examination of Lanco Infratech’s
finances by forensic experts revealed that funds
taken out from loans were used for matters
unconnected to the projects or company’s main
activities. Rather than putting money into building
schools or generating electricity, most of it is
claimed to have gone through intricate, layered
transfers using subsidiaries or shell companies. This
is a standard practice in money laundering and fund
diversion to make the funds’ final destination hard
to find and prevent oversight by regulators. These
actions broke the terms of the loans as well as
showed signs of intentional dishonesty with money,
increasing doubts about possible corporate fraud.

2 Fictitious/Inflated Transactions - It was said that the
company gave false project reports and issued fake
invoices to withdraw large funds. Made-up financial
records were used to make spending seem real and
hide money being moved outof the business in this
way. Also, Lanco transferred money among its own
divisionsin a loop to overstate its revenue and hide
its real financial state. They fooled lenders and
shareholders and they made the company’s books
seem better than they actually were.

3 Misrepresentation in Financial Statements - The
Company has been proven to have given wrong
information about the way its work was progressing,
the value of its assets and recognition of income,
making its results appear brighter than they actually
were.
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These errors made stakeholders think everything
was moving forward and producing results, while in
fact a lot of the work was behind schedule and not
working. To further obscure their true condition, the
company waited to set aside money for non-
performing assets (NPAs) and bad debts. Although
borrowers repeatedly failed to pay back their loans,
they were not assigned the “delinquent” status in
financial statements, so action was not taken by
lenders or regulators in a timely manner.

Poor Internal Controls - Lanco Infratech was
lacking in internal controls because it lacked an
internal audit which resulted in undetected and
unresolved financial problems. The lack of
management allowed issues to happen and go
unnoticed. Lacking the due separation of duties
allowed top management to have too much
influence over financial matters which made it more
likely for errors to occur and made the organization
less transparent.

Undisclosed Related Party Transactions - Lanco
Infratech often struck deals with businesses tied to
its promoters that did not make sense commercially
which brought up issues about conflicts of interest.
There were also cases of money given out to
contractors and vendors withouta good track record
which suggests the administration might have given
favors and skipped checking their backgrounds.

Continuous default Without Remedial Action -
While defaults on loan repayments continued, the
company did not make any changes to its debt
which made its situation worse. At the same time,
banks made more loans without seeing significant
improvement in Enron’s results which could hint at
some kind of wrongdoing.

Regulatory Red Flags Credit rating agencies shifted
the company’s credit rating from investment to
junk, but the company turned a blind eye or played
it down, leaving them unaware of just how bad
things were until it was too late. Forensic auditors
providing evidence of fraud led SEBI and RBI to
seek solutions to the major problems in the
company.

Griffin Coal Acquisition- Intentional Overvaluation
- The price paid for Griffin Coal which was in
financial trouble, seemed very high and raised
doubts about how justifiable the deal was. After the
buyout, the company deliberately hid or understated
the losses to look financially stable and avoid
questions.
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9 Employee Reported Irregularities - Warnings from
whistleblowers and insiders were made about salary
issues, improperly handled expenses and fraud,
though these were usually ignored or covered up
which permitted a range of shady activities in the
company.

VII. CONCLUSION

Lanco Infratech’s collapse is not just a story of one
company’s failure it is a stark warning for the entire
infrastructure and financial sectors. It highlights the perils
of rapid, debt-fueled expansion without corresponding
cash flows, the dangers of flawed acquisitions, and the
consequences of poor risk management and governance.

Despite its grand ambitions, Lanco failed to translate
vision into sustainable execution. Its liquidation left
banks with massive losses, disrupted public
infrastructure, and exposed systemic flaws in project
financing and oversight. The Griffin Coal fiasco, in
particular, underscored the risks of overseas
misadventures without due diligence.

In the end, Lanco became a ghost of its former self,
remembered not for what it built, but for how
dramatically it fell. For policymakers, bankers, and
corporate leaders, its story is a case study in how
ambition withoutdiscipline leads not to growth—but to
ruin.
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