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Mumbai: A mountain of sticky
loans stare at them. Past lending
decisions have put a few of their
colleagues behind bars. And, no-
ne of the fancy schemes — which
once appeared promising — have
taken off in a meaningful way to
recover bad loans and revive dis-
tressed borrowers. 

Grappling with these stark rea-
lities, the country’s top bankers
met a week ago to discuss the pos-
sibility of a deep — and perhaps a
more realistic — loan rejig pro-
gramme that would retain the ex-
isting management of a defaul-
ting company, convert a substan-
tial part of irregular debt into
stocks, and minimise promoter
contribution.

“Banks are in the process of sub-
mitting their proposal to the Re-
serve Bank of India... it will need
regulatory sanction as the rules of
the old corporate debt restructu-
ring (CDR) mechanism as laid
down by RBI will have to be chang-
ed for this,” a senior official of a
large bank told ET.

NEW PLAN
In case of companies which under-
go a change of promoter and mana-
gement, some banks have further
suggested that a committee compri-
sing external consultants, senior la-
wyers, and bankers should be cons-
tituted to evaluate the bids from bu-
siness groups that are interested to
acquire the stake and run a troub-
led company.

Under the present CDR scheme —
which reschedules loans to give de-
faulting companies a longer and ea-

sier repayment chance — not more
than 10% of the outstanding debt

can be conver-
ted into equity.
Moreover, pro-
moters of a
company un-
dergoing CDR
has to cough up
2% of the rest-
ructured debt
or 25% of len-
ders’ sacrifice,
whichever is
higher, as their
contribution.
The proposed
restructuring

scheme, according to another ban-
ker, calls for relaxation of these two
conditions to allow conversion of up

to 50% of debt and lowering promo-
ters’ contribution to a lower level
(or even doing away with it).

PRESENT SCHEMES INEFFECTIVE
Many bankers believe that a revi-
sed and more flexible CDR scheme
could be a more practical appro-
ach towards resolving the pro-
blem of non-performing assets
than other mechanisms like the
`Scheme for Sustainable Structu-
ring of Stressed Assets’ and ‘Stra-
tegic Debt Restructuring’ – com-
monly called S4A and SDR – which
were introduced by former RBI
governor Raghuram Rajan.

Both schemes, bankers have rea-
lised over the past one year, have
restrictive conditions that turn out
to be deal-breakers.

For instance, in S4A, at least 50%
of the debt has to be ‘sustainable’ –
in other words, which can be servi-
ced with the borrower’s existing
level of EBITA (earnings before
interest, tax and amortisation).
Once this condition is fulfilled
then the balance ‘unsustainable’
debt is converted into equity or qu-
asi-equity instruments. “But, in
half the stress asset cases, EBITA
is just not adequate,” said a dealer
of junk loans.

The SDR plan, which entails a
change of management, poses a
different challenge: lenders have
to spot a buyer — preferably up-
front — and sell the company to the
new promoter within 18 months.
“Bidders take advantage of the si-
tuation, which understandably
they would, to demand absurdly
low prices and unacceptable hair-
cuts from banks.. The credibility
of the bidder, how kosher their mo-
ney are other factors that slow-
down possible deals,” said a mer-
chant banker.

A revised CDR, if approved by the
regulator, will have two key diffe-
rences: first and most importantly,
it has to believe in the existing pro-
moter; and second, debt restructu-
ring would take into account futu-
re earning potential (instead of the
current EBITA).

In the present milieu where len-
ders find themselves under the gla-
re of government’s anti-money la-
undering and vigilance agencies,
RBI may have to soon take a stand
on the new debt rejig scheme. 

More so, with a few banks, inclu-
ding SBI, preferring to let future
restructuring plans be decided in
the course of proceedings under
Bankruptcy Code.

Banks Want a New Debt Recast
Scheme to Deal with Bad Loans
With current schemes not delivering, they will submit a plan seeking big changes to the process
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New Delhi: The Public Accounts
Committee (PAC) of Parliament on
Friday asked finance ministry offi-
cials to submit a list of top loan de-
faulters, especially those who owed
`̀100 crore or more to banks. It also
sought, within 15 days, details of
the currency notes returned to the
central bank after the November 8
demonetisation announcement.

The secretary at the Department
of Revenue has committed to soon
provide it a list of defaulters who
have been served with prosecution
notices, sources said. Secretaries
at the departments of economic af-
fairs, financial services and reve-
nue appeared before the PAC on
Friday.

The PAC direction to finance mi-
nistry officials, incidentally, co-
mes a day after finance minister
Arun Jaitley told the Lok Sabha
that the previous Congress-led go-
vernment’s “over management of
banks” was responsible for the bal-
looning of non-performing assets
at public sector banks.

With members expressing impa-
tience over the delay in authorities
giving it an estimate of the demo-
netised ̀̀ 1,000 and ̀̀ 500 notes retur-
ned to the Reserve Bank of India,
the committee headed by Congress
MP KV Thomas asked the officials
to submit this data within 15 days.

This demand came after officials
again skirted queries of the Joint
Parliamentary Committee by say-
ing the process of estimating the
returned notes was still ongoing.
The only specific data they mentio-
ned was that of the notes returned,
`̀500 crore were found to be counter-

feit, an information they had disclo-
sed to the committee earlier as well.
The PAC also asked officials to im-

mediately lift all restrictions on
cash withdrawal.

The issue of NPA came up when
PAC expressed concerns about the
performance of banks, especially
the state-run ones, and the impact
of the “bulging NPAs” on econo-
mic growth.

PAC chairman Thomas is learnt
to have told the finance ministry
officials that the gross NPAs to the
total advances ratio at scheduled
commercial banks had increased
to 9.1% from 7.8% between March
and September of 2016.

BJP member Nishikant Dubey
claimed that his raising the issue of
NPAs in the Lok Sabha, in the past,
was particularly instrumental in
the Supreme Court setting up a spe-
cial team to probe the issue, a sour-
ce said. Therefore, Dubey said he
was all the more entitled to be infor-
med about the list of firms served
with prosecution notices.

Some members of the PAC conti-
nued to question the rationale of
demonetisation and demanded

again to know whether it was the
government or RBI which first ma-
de the decision on the note-recall.

Asks officials to submit names of firms who owed ̀̀ 100cr or more to
banks; also wants details of demonetised notes returned to RBI 
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Ref.No:1658/16-17 Date : 10.02.2017

TENDER NOTICE
Sealed tender in three parts (Part - A Cost of Tender Documents & EMD,

Part - B Technical & Commercial Bid and Part - C Financial Bid) are invited on behalf
of TENUGHAT VIDYUT NIGAM LIMITED, Ranchi from reputed, experienced and
financially sound Consultant for under mentioned work for Rajbar E & D Coal Block,
District Latehar, Jharkhand, allotted to TVNL.
S. NIT No. Description Last date Due Date & 
No. of Bid Time of

Submission opening of 
Part - A & B

1 051/Coal Selection of Consultant for 6th March, 2017 6th March, 2017
Block/TVNL/ preparation of Detailed Project upto14:00 Hrs at 16:00 Hrs
RAN/ 16-17 Report (DPR) for Rajbar E & D

Coal Block.
Bid documents may be submitted by post / courier or by hand up to last date and

time of bid submission. The tender documents can be downloaded from our website
www.tvnlonline.com

Sd/-      
(R. Ranjan)

PR 156478(Tenughat Vidyut Nigam Ltd.)16-17 ESE (P & S)

TENUGHAT VIDYUT NIGAM LIMITED
RksuqÄkV ffo|qr ffuxe ffyfeVsM

(A GOVT. OF JHARKHAND UNDERTAKING)
CIN U40101JH1987SGC013153

 

HINOO, DORANDA, RANCHI-834002, JHARKHAND                                              (Fax 0651-2253841)

New Delhi: PAC chairman KV

Thomas is learnt to have replied

to the notice for a motion of

privilege against him filed by a

BJP member, for having report-

edly said that the panel has the

powers to summon ministers,

including the Prime Minister.

In his reply to the speaker, the

Congress MP maintained that as

per the rule, with a consensus

decision within the PAC and with

the permission of the speaker,

the panel can call ministers

before it, a source said. Accord-

ing to this source, the response

also said the Prime Minister was

only the first among the minis-

ters. — Our Political Bureau

Chief Replies to
Notice by BJP

Mumbai: Global analyst firm Gartner on Friday said IT
spends by domestic banks and securities firms will grow near-
ly 10% to $ 8.9 billion in 2017.

“IT spending by banking and securities firms in India will re-
ach $8.9 billion in 2017, an increase of 9.7% from 2016,” it said in a
note. This includes total enterprise IT spending for internal
spending and spending data on data center systems, devices,
software, IT services and telecom services, it said. The spends on
IT services will grow at a faster clip of 13.8%, as the companies in-
vest more in business processes, with a specific focus on busi-
ness process outsourcing, it said. The focus is on outsourcing
will be driven aimed at achieving operational efficiency—PTI.

‘IT Spends by Banks, Securities
Firms to Increase 9.7% in 2017’


