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Table V.14: Trends in Non-performing Assets —

Bank Group-wise

[(Armount in ¥ billion]

Item F5Bs* PVBs FE=s All

SCBs#

Gross NPAs

Closing Balance for 2015-16 5,400 562 158 6.119
Opening Balance for 2016-17 5,400 562 158 8, 120"
Addition during the yvear 2016-17 3.275 814 56 4,157
Recovered during the year 20168-17 1,000 237 36 1.25F4
Written-off during the year 2016-17 BT 207 51 1,085
Closing Balance for 2016-17 5,847 a3 136 F.Ol18

Gross NPAs as per cent of Gross Advances**

2015-16 9.3 2.8 4.2 7.5
2016-17 11.7 4.1 4.0 9.3
Net NPAs

Closing Balance for 2015-16 3,204 267 28 3.498
Closing Balance for 2016-17 3.831 478 21 4.331
Net NPAs as per cent of Net Advances

2015-16 5.7 1.4 0.8 4.4
2016-17 5.9 2.2 0.6 5.3

Chart V.11: Restructured Standard Advances as
per cent of Gross Advances
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Source: Off-site returns.

Source: RBI report

Large borrowers with exposure more than INR 50m accounted for than 86% of all NPAs while

they constituted 56% of total advances




Table V.15: Classification of Loan Assets - Bank Group-wise

(As at end-March)
(Amount in ¥ billion]

Bank Group Year Standard Assets Sub-5Standard Assets Doubtful Assets Loss Assels
Amount Per cent* Amount Per cent* Amount Per cent* Amount Per cent*
PSBs# 2016 ”2 875 a0.7 2,005 3.4 3,232 5.5 163 0.3
2017 51,816 88.3 1,731 3.0 4,904 8.4 213 0.4
PVBs 2016 19,184 a7.2 186 0.9 311 1.8 62 0.3
2017 21,748 95.9 310 1.4 518 2.3 a0 0.4
FBs 2016 3,806 a5.8 62 1.6 &0 1.8 36 0.9
2017 3,304 a6.0 40 1.2 83 2.4 14 0.4
All SCBs 2016 75,666 92.5 2,252 2.8 3.603 4.4 260 0.3
2017 76,868 a0.7 2,081 2.5 5.5056 6.5 316 0.4

Notes: 1. Constituent items may not add up to the total due to rounding-off,
2. % As per cenl to gross advances.
3. #: Includes IDBI Bank Ltd. and Bharatiya Mahila Bank.

Source: Off-site returns.

Source: RBI report

As of March 2017, for all SCBs, total stressed accounts is approx INR 800,000 cr




Existing environment

No immediate resolution for insolvency

India

Philippines

France

Spain

United States

Australia

Japan

0 0.5 1.5 2 2.5
Saurce: World Bank's Doing Business 2018 report Time taken in years to resolve insolvency -->

NPA resolution in India is tedious, complex and time consuming



*In one of S4A cases, debtors due for > 2-3 years, the oversight committee (OC)
refused to consider them as eligible source of repayment for non sustainable portion

It is at this stage that a forensic audit should be done to identify leakages, diversions
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Failed restructuring - promoter brought in the desired funds (about INR 500cr) but banks failed to release their
share of additional financing..who is to blame?




Case study: In 2007, there was an expectation that the company would default on its FCCBs,
hence they were trading at a 60% discount. Under a successful restructuring, the company

borrowed debt to the extent of the 40% market price and extinguished 100% of the FCCBs




On? thJ.s to justify that the NPV of the OTS is more than the NPV of future cashflows or NPV from security
realizations

OTS can vary from upfront cash to payment over 24 months with clawback options




.




In SARFAESI of commercial property, supreme court stay as tenant claimed rights. Matter delayed for more than 2 years

SARFAESI of brands such Kingfisher Airlines, Nakshatra diamonds have not yielded any results
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D

This serves as a effective tool to bring the promoter to the discussion table. However, process is long and

takes 2-3 years for matters to come up for hearing




However, the judgement needs to be from Judge/Court and not from a lower level
practitioner/secretary.

Although the International judgement recorded that the defendants lawyers had no instructions to
oppose, the matter could not be pursued in India




1€ < - YViaY-Ya N I - daY~- ~ p 8 N ~ 4T, 8 - S g & o s ~ £ o) ~ " T
i N = A = S ~ - - > > - -
-
: | | . | ] LL J { o
A | " - . a8 - - N\ ] ~191 116 1el= A0 [ & TAY &1 = . ( 1 :
- > = L A g - S A % - v -
aaY~ -
da¥Y=Y o . a » =
A\ - kS - S
N -
E v y
o o VA~ - I e AN A <
) > = ¢ . - ~ 3
r . - < 2 a E - aal= e a " i ~F - I Y el W Ilé
’ - ) ' A ~ 3 - A > ~ - - 4 y » A
- -
] oy . I
L o~ < 7 ; .
) < - 3 ) - . - ”
. . v s v . i )
v - 2 ~& ' F =Y a 2NN TC | Al a2 el | Al ) ‘ - ‘ = v \ vV C
- - )
L, N \ ) ) . r
- da¥=- V4 - 2 y - - ) Y « da¥V-
| \ ) ~ ~ [ | v ‘ f \ y A \ 'S
- ¢ < O ) ! ¢ ) - ¢ C < 51 ~
» h  \ - \
o al= 1 f ~ Y [ 8 )




ARC

Bank Investor
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Distressed Asset

ARCs are effective entities involved in the aggregation and resolution of stressed assets
(currently 24 ARCs registered with RBI)




Sale of Assets to ARCs

Rs Crore
60,000 50,845 60%
49%
50,000 45,33 50%
40,000 40%
30,000 - 0%
18% 16% 17% 21% 20,585 22 658 22 187 :
20,000 - y - 14,220 205
831 10487 59_??} 10,110
0 | 1,771 | 1,968 [——] 1 200 2,107 10%
' I I I ’ 0%
2010 2011 2012 2013 2014 2015 2016 2017

—1Dues Acquired == Acquisition Price —8— Acquisition Price as % of Dues

NPA sale to ARCs to increase as Banks attempt to clean books faster aided by Regulatory push

Source: JM Financial

A win-win for Banks and ARCs

Acquisition price includes Cash & SRs. Currently, ARCs have to invest 90% cash upfront, else the selling bank does not get
the benefit of the asset transfer







Under IBC, willful defaulters are in-eligible to submit resolution plans
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Its a one way street - once the application is admitted by NCLT, it cannot be

withdrawn - recent changes include that it 90% of creditors agree, the matter
can be withdrawn, only before EOIs have been sought




Promoters fear that they will loose control of the company, hence coming forward for seftlements and
clearing old dues. The Sec 29A eligibility test is an effective tool to prevent defaulting promoters to bid for

companies. Should you be eligible on ICD, resolution submission date?




Tax liability on loan waivers - Waivers & concessions granted by lenders could result in MAT (c. 18.5%) for
the Corporate Debtor




Under IBC, Secured Exposure - 50% provision and unsecured exposure - 100% provision

*for less than 2000cr, timelines for resolution will be announced by RBI over a 2 year period
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- Banks to create a focussed vertical for management of siressed assets for priority resolution of SMEs,

with a deadline of 90 days
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There is arisk that the 4™ bank may take the borrower to IBC, payments to Bank A may get reversed as
preferential fransactions under IBC

What if borrower is also a wilful defaulter...will you frust him and accept the OTS?
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