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Banks allowed to declare
IL&FS accounts bad loans
The NCLAT, however, says banks can’t initiate recovery,
debit money from IL&FS and subsidiaries’ accounts
AASHISH ARYAN
New Delhi, 2 May

T

he National Company Law
Appellate Tribunal (NCLAT)
on Thursday allowed banks
to
declare
accounts
of
Infrastructure Leasing & Financial
Services (IL&FS) and its 300 group
companies non-performing asset (NPA) if
they had defaulted on payments. The
appellate tribunal, however, said the
lenders would not be able to initiate the
recovery process against these accounts or
debit money from them. The lenders, the
NCLAT observed, must not withdraw
their support from IL&FS until a final
resolution for the company and its subsidiaries was found.
The order came on a plea moved by
the Reserve Bank of India (RBI), which
had said that banks had an obligation to
mark bad loans as NPA in the cases of
non-payment, after the default of 90 days.
The lenders, the RBI had pleaded, could
not be relieved of this duty.
The banking sector regulator had
moved the NCLAT for the modification of
a February 25 order in which the appellate
tribunal said that accounts of IL&FS and its
300-odd subsidiaries could not be
classified NPAs without approval. The
tribunal’s directions had come during a
hearing on the government’s plan for the
resolution of IL&FS group companies.
Later, when the RBI had approached
the NCLAT, the appellate tribunal had
observed that the RBI should not “make it
a prestige issue”. It had also said the central bank could not restrict the appellate
tribunal from passing orders in the issue.
The RBI, on the other hand, had said
that reflecting such loans as NPA on the
books of banks was important as it acted as
an early warning signal for the sector. The
February 25 order of the NCLAT, the RBI
had said, would lead to a “situation where
statutory instructions/guidelines/circulars
issued by the RBI become infructuous”.
The RBI had then said it was not on
the question of the resolution process of
IL&FS and just wanted a modification to
the order, which would allow banks to
record NPAs on their books in terms of
the master circular, which was also upheld
by the Supreme Court.

Will take the offer
for sale route to
reduce promoter
stake to 40%
NIKHAT HETAVKAR

IL&FS: HOW THE
CRISIS UNFOLDED

Mumbai, 2 May

Private lender Bandhan Bank
on Thursday jumped 68 per
cent for the quarter ended
March 2019, with a significant
increase in other income and
healthy interest income growth
over the previous year’s quarter. However, gross nonperforming assets (NPAs) saw a
spike over March last year.
The Kolkata-based lender’s
net profit was ~650.87 crore for
the March quarter, against ~388
crore in the year-ago quarter.
Bandhan Bank will take the
offer for sale route to reduce its
promoters’ stake to 40 per cent
as required by the Reserve Bank
of India (RBI) and will not
look at any acquisition, said C S
Ghosh, managing director and
chief executive, Bandhan Bank.
Business Standard had earlier reported that the lender will
soon be finalising plans for bringing down the stake, with Ghosh
ruling out further acquisition.
In January, the bank

SEP 2018
| IL&FS defaults on ~1,000 crore
term loan; subsidiary defaults
on dues owed to Sidbi
| Sebi says looking into crisis;
shareholders say will not
let the company fail
| RBI meets IL&FS shareholders,
listens to their concerns

OCT 2018
| Govt takes over Il&FS, appoints
new 10-member board
| Plea for interim moratorium on
dues payment rejected by NCLT
Mumbai; IL&FS moves NCLAT

FEB 2019
| NCLAT grants moratorium, says
IL&FS, subsidiaries cannot be
declared NPAs for now
| RBI moves NCLAT, says
declaring NPA duty of banks
On February 11, the central government
and the new board of IL&FS had submitted
an affidavit detailing three categories —
green, amber, and red.
Companies with no cash and not in a
position to pay any creditor were classified
as red, while those with enough to pay
secured creditors but not unsecured ones
were put under the amber category. The
firms which have enough money to
service all their debts, to the secured as
well as unsecured creditors, were classified
as green. During the hearing on
February 11, the NCLAT had allowed
22 companies, in the green category, to
service their debt obligations.
The major group companies in the
green list include IL&FS Investment
Managers, IL&FS Securities Services,
IL&FS Paradip Refinery Water, Tamil
Nadu Water Investment, IL&FS Asian
Infrastructure Managers, IL&FS Urban

Bandhan Bank Q4 net profit
jumps 68% to ~650.87 crore

Infrastructure Managers, IL&FS Infra
Asset Management, North Karnataka
Expressway, IL&FS Solar Power, Tadas
Wind Energy, Khadke Wind Energy,
Etesian Urja, Kaze Energy, Wind Urza
India, Maytas Logiparks, Lalpur Wind
Energy, Jharkhand Infrastructure Invest
Company, IIML Asset Advisors, and IISL
Settlement & Transmission Services. The
total outstanding loans of the IL&FS group
are about ~60,000 crore, while debt of the
group is over ~91,000 crore.
LIC is the largest shareholder in IL&FS
with a fourth of the equity in the company,
while Orix Corporation of Japan owns 23.5
per cent. Other shareholders include Abu
Dhabi Investment Authority with a 12.5
per cent stake, IL&FS Employees Welfare
Trust with 12 per cent, HDFC with 9.02 per
cent, while Central Bank of India holds
7.67 per cent and State Bank of India holds
6.42 per cent as of March-end 2018.

The bank’s stock closed at ~622.60, down 4.11% on the BSE from the previous close

announced the merger of Gruh
Finance with itself, which
reduced the promoters’ stake to
about 61 per cent, from the
earlier 82.3 per cent.
The bank is awaiting final
approval from the National
Company Law Tribunal for the
merger, while approvals from
the Securities and Exchange
Board
of
India,
RBI,
Competition Commission of
India are in place, it said in a filing to the exchanges.
Net interest income, which
is interest earned less interest
expended, for the quarter
grew 45.6 per cent at
~1,258 crore, against ~864 crore

in the corresponding quarter
of the previous year.
Other income grew by 91.13
per cent at ~388 crore for the
quarter ended March 31, against
~203 crore in the corresponding
quarter of the previous year.
Gross NPAs, as a percentage
of gross advances, stood at 2.04
per cent as of March 2019, compared to 2.41 per cent as of
December 2018, and 1.25 per
cent as of March 2018.
The bank has an exposure
of ~384.95 crore to Infrastructure
Leasing & Financial Services.
The bank said that the exposure
continues to be classified as
NPA and is fully provided for.
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Total advances grew by 38.46
per cent at ~44,776 crore as on
March 31, 2019, against ~32,339
crore as on March 31, 2018. Total
deposits increased by 27.64 per
cent to ~43,232 crore as on March
31, 2019, compared to ~33,869
crore as on March 31, 2018.
The
bank’s
current
account-savings account ratio
stood at 40.75 per cent of total
deposits, compared to 34.32
per cent in the corresponding
period last year.

Bank shaping up well,
beats expectations
II, 1
on most fronts

Eye on GSP benefits, India again postpones US tariffs
SUBHAYAN CHAKRABORTY
New Delhi, 2 May

India — for an unprecedented
seventh time — on Thursday
postponed the proposed higher
tariffs on high-value goods from
Washington, with tariff-free
access to the United States (US)
markets at stake.
Officials said the government decided to extend the
deadline one last time as it
awaits a final confirmation from
the US on whether it would formally discontinue all tariff benefits to India under its largest
preferential trade scheme, the
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Monday to Wednesday (May 68), the US Department of
Commerce would host its largest
annual trade mission, the 11th
Trade Winds Business Forum
and Mission, from May 6-13. He
is expected to discuss a mutually acceptable trade package that
has been derailed by repeated
threats of high counter-tariffs on
Indian goods by US President
Donald Trump, officials added.
The package has been in the
works for the past one year and
trade officials have met as many
as six times to hammer out a deal
that provides an amicable solution to grouses from both sides.

