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Professional Risk Opinion
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Government of India has notified the Banking Regulation
(Amendment) Ordinance, 2017, the ordinance would
strengthen RBI in dealing with bank’s stressed assets. The
changes are as follows:

1) RBI is authorised to issue directions to any bank to initiate
insolvency resolution process in respect of a default under
the Insolvency and Bankruptcy Code, 2016

2) RBI has been empowered to form committees/ authorities
to advise banks on resolution of stressed assets

Indian Banking system is saddled with large chunk of stressed
assets. As per estimates most PSU Banks Stressed Assets
range between 15%-20% of advances with significant portion,
already classified as NPA. While over the past few years
stressed asset levels have continued to increase at a rapid
pace, not much progress has been made towards resolution
of the same. From time to time RBI has come out with
various mechanisms such as Corporate Debt Restructuring,
5/25, Strategic Debt Restructuring, Joint Lender’s Forum,
Scheme for Sustainable Structuring of Stressed Assets (S4A)
however, none of them made much headway. This is yet
another step on part of government to facilitate resolution of
stressed assets.

CARE's View:

PSU Banks have been reluctant in taking decision with
respect to NPA resolution due to fear of enquires at a later
stage. Formation of committees by RBI to advise banks on
resolution of stressed assets would expedite the decision
process in PSU Banks and help in resolution of NPAs.

Of the total stressed assets top 100 exposures would account
for significant chunk of NPAs. Due to the amendement to
Banking Regulation Act, RBI can direct banks to focus on
these top accounts and thus initiate resolution process under
the Bankruptcy code, thereby fast-tracking the recovery
process.

Disclaimer: This report is prepared by Credit Analysis &
Research Limited [CARE Ratings]. CARE Ratings has taken utmost
care to ensure accuracy and objectivity while developing this
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While the Bankruptcy code has been notified in December, 2016, so far not many proposals have been filed under
the same. We expect with this amendment and the regulatory backing, the pace of filing to quicken. Further, willful

defaulters would find it difficult to take shield from the lengthy legal process and inaction on part of individual banks.
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