
Delay in resolving insolvency cases has cost banks ₹25,000 cr
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That’s the interest till date on ₹2-lakh crore of loans that the top 10 defaulters owe lenders
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The inordinate delay in the insolvency resolution process against the top 10 defaulter companies has already led to a notional a loss of ₹25,000

crore to the banking sector. The RBI had in June 2017 directed banks to æle insolvency proceedings against the top 12 defaulters.

Of the 12 top defaulters, which owe a total of ₹2.5-lakh crore, two companies — Bhushan Steel and Electrosteel Steels — have found buyers,

with the banks taking a signiæcant hair-cut and settling for recovery of ₹50,000 crore.

The interest chargeable on the remaining debt of ₹2-lakh crore works out to ₹25,000 crore as the levy on these loans had come to a halt in the

last one year, after the NCLT accepted these cases for insolvency proceedings.

The loss would be much higher if the loss of interest on the loans of Bhushan Steel and Electrosteel during the moratorium period of over 270

days that is prescribed under the Insolvency and Bankruptcy Code (IBC) is included, said a banker.





 

Bleeding ₹15 crore a day
In fact, lenders are losing about ₹15 crore a day of interest income in the case of Essar Steel alone, and the loss could skyrocket with no early

resolution in sight, he said.

Before the companies were referred for insolvency, banks were getting a huge chunk of the company’s revenue as settlement for loan

outstanding and the current upswing in steel demand would have ensured more money for banks, he added. The worst among the lot are the

insolvency cases against infrastructure and power companies, which have attracted very few bids, and even then only at rock-bottom prices.

In the case of Bhushan Steel and Electrosteel, too, the banks had to take a substantial hair-cut.

Lenders have forgone 60 per cent of the loan while transferring the stressed assets of Electrosteel to the Anil Agarwal-owned Vedanta for

₹5,320 crore.

For Bhushan Steel, the banks wrote off 37 per cent of its loan when Tata Steel won a bid for the company’s assets for ₹35,200 crore.
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Notwithstanding the hair-cuts and delays in debt resolution, bankers prefer the insolvency process under the IBC as it is transparent, and

ofæcials cannot be blamed for malpractice well after their retirement from professional life.

While questions are being raised on the effectiveness of the IBC, defaulting promoters have come to terms with the fact that they stand to lose

their companies if they overstretch themselves, said an ofæcial of leading audit ærm working as resolution professional in defaulted

companies.

He said banks are now threatening defaulters to pay up by seeking resolution professional fee, even while preparing to move the NCLT.

With no time-bound resolution in sight banks will continue to lose revenue from the second list of insolvency æled against 28 companies with

loan outstanding of ₹2 lakh crore as interest moratorium will start once NCLT accept the cases.
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States have collected taxes to the tune of Rs 10,000 crore online since the rollout of Transport Mission Mode Project (MMP), which
has also automated regional transport operations (RTOs), under the Ce

https://adgebra.co.in/Tracker/ClickTracker?p1=43463&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=38135&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=33508&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=19061&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=40786&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=40787&p2=1647&token=7018061808853&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://docs.vuukle.com/privacy-and-policy/


1. Comments will be moderated by The Hindu Business Line editorial team.
2. Comments that are abusive, personal, incendiary or irrelevant cannot be published.
3. Please write complete sentences. Do not type comments in all capital letters, or in all lower case letters, or using abbreviated text. (example: u cannot

substitute for you, d is not 'the', n is not 'and').
4. We may remove hyperlinks within comments.
5. Please use a genuine email ID and provide your name, to avoid rejection.

TALK OF THE TOWN 🔥

Tyres of Indian economy are punctured: Chidambaram
17 comments

Trump, Kim sign agreement after historic summit
6 comments

Be ready to plunge into action, IDBI Bank officers'...
5 comments

Opposition will unite against BJP-RSS in a year, says...
5 comments

India needs a menstrual leave policy
5 comments

‘If haircuts for corporate loans are possible, why not...
3 comments

Show more articles

Vuukle

https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/economy/tyres-of-indian-economy-are-punctured-chidambaram/article24134250.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/news/world/kim-commits-to-complete-denuclearisation-and-trump-to-provide-security-guarantee/article24143143.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/money-and-banking/idbi-bank-officers-body-tells-members-to-brace-for-action/article24170803.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/news/national/opposition-will-unite-against-bjp-rss-in-a-year-says-rahul/article24138585.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/opinion/india-needs-a-menstrual-leave-policy/article24105589.ece
https://vuukle.com/redirect.aspx?host=thehindubusinessline.com&uri=https://thehindubusinessline.com/economy/if-haircuts-for-corporate-loans-are-possible-why-not-farm-loan-waivers/article24138367.ece
https://vuukle.com/

