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Don't we all wish declaring bankruptcy was this easy in our
country...

" He just filed for bankruptcy on-line and he says now
he doesn't have to pay for his lunch ! "
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Banking sector plagued by large non-performing assets

Significant growth in Gross NPA over the

last 4 years..
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..driven primarily by sub-optimal quality
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.. resulting in a cautious approach towards corporate lending

Lending to large industries (As per RBI)
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Insolvency & Bankruptcy Code (IBC) launched in 2016

O

T—(s) Complex insolvency & bankruptcy framework previously

L/ NG
High resolution time

/_f Growing corporate NPA
S

Conservative lending to large industries

gﬁ Falling investor confidence



IBC has improved India's global rank in '‘Resolving Insolvency’

India's Rank

India’'s Rank in resolving insolvency
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However, India’s insolvency resolution process still inferior

Time for resolution
(in years)
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Economies with
recovery rate of
~40% and resolution
4 | time <3.0 years

Sub-par recovery rate of 26.4%
with avg. resolution time at
4.3 years, while avg. cost of
resolution at ~9% of estate

Economies characterized by
recovery rate in excess of 80%
and resolution time <1.5 years
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@ Size of the bubble indicates the cost of resolution (% of estate)

Source: RBI, CMIE, Broker report, World Bank, BCG Analysis
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Large number of cases remain stuck

# of petitions

Large number pending approval: As on 31 Dec 17
e 518 approved of 4,300+ petitions made
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O _
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by NCLT

518 442 Proposals pending beyond timeline set

e 25% of proposals are pending >180 days

" CE——

Resolution plan approved only for 2%
approved proposals till date

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 10 *— 30 36
. L —
Resolution Resolution Liquidation Closed by
Process in plan approved order passed appeal/ review

Progress

Note: The details are from the orders uploaded on the NCLT website on or before January 6, 2018 for petitions dated till December 31, 2017.

Source: CARE Ratings Report, IBBI
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Only 5 of first 12 defaulters resolved; Only 1 within 270 days

Account Admitted Resolution Claim (Rs Crs) Days since admission
Bhushan Steel Jul 26, 2017 May 15, 2018 57,505 @
Lanco Infratech Aug 7, 2017 Pending 53,158 (378
Essar Steel Aug 2, 2017 Pending 51,848 (383
Bhushan Power & Steel Jul 26, 2017 Pending 48,123 390
Alok Industries Jul 18, 2017 Jun 22, 2018 30,242 €D
ABG Shipyard Aug 1, 2017 Pending 18,532 (384 ]
Electrosteel Steels Jul 21, 2017 Apr 17, 2018 13,302 (270
Amtek Auto Jul 24, 2017 Jul 25, 2018 12,719 €D
Era Infra Engineering May 8, 2018 Pending 11,785 105
Monnet Ispat and Energy ~ Jul 18, 2017 Jul 19, 2018 11,080 €D
Jaypee Infratech Aug 9, 2017 Pending 10,373 (376
Jyoti Structures Jul 4, 2017 Pending 8,195 (412 ]
&

d.

Estimated to account for 25% of Gross NPA .
@ Resolution Plan approved

1. Selected by RBI on press release dated 13 Jun 2017 .
Note: Status as of Jul 2018 . Pendmg
Source: Press Release
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Banks have taken significant haircuts among resolved cases
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IBC as a strategy to resolve the NPA problem is like...
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Key issues for discussion

©
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©
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Resolutions through IBC have seen banks take significant haircuts;
Has the IBC really helped banks?

What are the key challenges faced by banks in the new system?
How can these be alleviated?

Are banks in India doing enough to leverage the new insolvency &
bankruptcy framework?

What impact with the improved insolvency regulations have on the
interest rates for lending for riskier projects?

O NI
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Disclaimer

The services and materials provided by The Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG.
These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of
this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on
or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or
operating assumptions will clearly impact the analyses and conclusions.
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