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‘[ Abstract ]]

For implementing Expert Committee’s recommendatiém enact special laws for
securitisation and enforcement of securities bykbaand financial institutions
without the intervention of the courts, two sepanabrking groups were set up by the
Government. While the draft legislation preparedhsy Working Groups were under
consideration, a proposal to set up an Asset Rétmtisn Corporation by an Act of
Parliament was also pending. and raising money frorastors and to facilitate such
investments it was Since conceptually securitisatind reconstruction both involve
assignment of receivables necessary to give powfeenforcement of securities to
any Special Purpose Vehicle or Trust holding finaihassets for the benefit of
investors, it was thought fit to consolidate ak tthree concepts and enact a single
piece of legislation. Such consolidation finallylminated into promulgation of the
Securitisation and Reconstruction of Financial Asssend Enforcement of Security
Interest Ordinance, 2002 (2 of 2002)
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Introduction:

The process of reforms in the financial sectortstarn 1991 following the
report of Committee on Financial System. The preadgeforms was under constant
review in the context of major changes taking platehe global and domestic
economies. The new measures were being introduc#tebGovernment of India and
the Reserve Bank of India with a view to build ugteong and efficient financial
system. With the tightening of prudential norms timancial sector had been
consistently conforming to and adopting internaiorprudential norms and
accounting practices. This strengthening of prudemborms was resulting in
increased levels of NPAs of the banks and finarn#tltutions.

The Narasmiham Committee [Committee on Financiabt&y (CFS)]
constituted for improvement in financial system matthe recommendations for
income recognition, non-performing assets, prowisig, speeding the process of
recovery and need to take off the part of bad amabtiul debts from the balance
sheet of banks and financial institutions .

The Government and the Reserve Bank of India aedepbost of the
recommendations of the CFS and implemented praovisy income recognition and
other prudential norms for the banks and finananstitutions. The Government
enacted ‘Recovery of Debts Due to Banks and Fimhndnstitutions Act, 1993’
(known as DRT Act) and special Debt Recovery Tréddsmwere set up for the speedy
recovery. After facing initial hiccups, the tribusavere fully functional. Despite of it,
the entire process of the recovery of overdue ldhnsugh DRTs was also taking
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time. It was so because all the tribunals haveestaransferring of all pending cases
with all over the states. Even the decreed accowate being referred to DRTs for
the purpose of execution and recovery. In spitehef fact that DRTs were fully

functional, a need was felt to strengthen the reppwefforts of the banks and
financial institutions on account of rising levelsNPA.

The recommendations to set up Asset Reconstru€timm (ARF) for taking
over of bad and doubtful debts of banks and firgnaistitutions were not accepted
and hence no ARF was setup. But the Governmenpitataed some of the weak
banks and the total recapitalisation was to the winRs. 20,000 crore. This enabled
banks to write off losses. This was the cost wiigbhequer had to bear for the bad
debts of the banks. Recapitalisation was a costigt, in the long run, not a
sustainable option. Recapitalisation involved budgecommitments and could lead
to a large measure of monetization. The Committegeds that no further
recapitalisation of banks be undertaken from theveBument budget. As the
authorities had already proceeded on the recagatan route, it was perhaps not
necessary to consider de novo the institution oARR of the type envisaged by the
earlier CFS report.

The Committee believed that the objective shoulddeeduce the average
level of net NPAs for all banks to below 5% by trear 2000 and 3 % by 2002. For
those banks with an international presence themmim objective should be to reduce
gross NPA to 5% and 3% by the year 2000 and 20§2ectively and net NPAs to
3% and 0% by these dates. These targets were havable in the absence of
measures to tackle the problem of backlog of NPAsacone time basis and the
implementation of strict prudential norms and mamagnt efficiency to prevent the
recurrence of this problem.

The Committee was of the firm view that in any effat financial
restructuring in the form of hiving off the NPA pimlio from the books of the banks
or measures to mitigate the impact of a high le¢#@&lPAs must go hand in hand with
operational restructuring. Cleaning up the balastoeets of banks would thus have
made sense only if simultaneously steps were takeprevent or limit the re-
emergence of new NPAs which could only come aboaiigh a strict application of
prudential norms and managerial improvement.

The Ministry of Finance set up an Expert Commitieder the Chairmanship of Sh.
T.R. Andhyarujina, former Solicitor General. Thepert Committee recommended
enactment of new laws for following purposes:

+ Enforcement of securities for loans created ovén boovable and immovable
properties by banks and financial institutions.

e Securitisation of financial assets.

For implementing Expert Committee’s recommendatimnsnact special laws for
securitisation and enforcement of securities bykbaand financial institutions
without the intervention of the courts, two separat

working groups were set up by the Government. Witigedraft legislation prepared
by the Working Groups were under consideration,r@@sal to set up an Asset
Reconstruction Corporation by an Act of Parliamesats also pending. and raising
money from investors and to facilitate such invesita it was Since conceptually
securitisation and reconstruction both involve grasient of receivables necessary to
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give powers of enforcement of securities to anyc&pePurpose Vehicle or Trust
holding financial assets for the benefit of investat was thought fit to consolidate
all the three concepts and enact a single piecke@s$lation. Such consolidation
finally culminated into promulgation of the Secisdtion and Reconstruction of
Financial Assets and Enforcement of Security Itie@rdinance, 2002 (2 of 2002) by
the President on 21June, 2002. Since Parliament could not pass thie fdi
converting the Ordinance into an Act, in the Monms&ession, the Ordinance had to
be re-promulgated by the President offf ZLigust, 2002 as Second Ordinance (3 of
2002). The Bill for conversion of Second Ordinamt® an Act was passed by both
the Houses of Parliament in the winter session0®R22and the Bill as passed by the
Parliament received President Assent off December, 2002. During the time the
Ordinance was in force, the new provisions gendratéebate about the powers given
to the banks, probable abuse of such powers anththevas branded as draconian.
There were demands for dilution of the powers ri@sig application of the law only
to wilful defaulters and other changes. But no ¢gesnwere made and all the
provisions of the Ordinance were retained withoaking any amendments in the
Act. With the enactment of the Securitisation aretéhstruction of Financial Assets
and Enforcement of Security Interest Act, 2002 rtegor recommendations of the
Narasimham Committee-1l for speeding up recoveocess had been implemented.

After completing a decade of ups and downs indtsrjey the new challenge lies in
the passage of Finance Bill 2013 on April 30 in Lok Sabha proposing to Levy a 30%
distribution tax on the investors in securitization deals through special purpose
vehicles. It has created a <tir in the securitization market. The principal investors
(banks) were paying the tax on their net income from the securitization transaction
through SPVs. Now, they will be taxed on the gross income as per the new Finance
Bill. The new securitization guidelines issued in May 2012 dipped the volume of fresh
issue to Rs. 28,400 crore from Rs. 44,500 crore in the preceding fiscal. Non-
banking finance companies, which raise funds byrsgging their loan portfolio in
favour of these banks, may have to shell out adrighterest rate as banks will try to
pass on the additional tax burden on the issuee ifdustry will go through a
difficult phase again.

These changes in securitization rules forced usx@mine various aspects
related to securitisation. Therefore, a sampleesunf 30 banks and 13 non banking
finance companies was conducted to elicit viewsliffierent aspects of securitization.
The results revealed through research shave besenged in various tables. Views
expressed by rating agency CRISIL have also bemrporated at appropriate places.
They are as follows

Table 1
Expectations from Act
Respondents
Responses Banks Others Total
True and got converted into 27 (90) 05 (38) 32 (74)
reality
False and never become reality @~ ---—--- 04 (31) ) (
Not to affect related aspects at 03 (10) 04 (31) 07 (17)
all
Total 30(100) 13 (100) 43(100)
CRISIL’'s View-High expectation not to

affect at all
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- Figures given in parentheses
represent percentages

The promulgation of Securitisation Ordinance ineJ2002 and Securitisation
Act in November 2002 raised the expectations sy lais regards to management of
bad assets, recovery of NPAs, streamlining of thekimg industry, check on
recalcitrant borrowers, etc. Therefore, respondewesre enquired about the
conversion of expectations into reality. The analys the responses shows that a
very big majority of ‘banking’ respondents felt thexpectations were true and got
converted into reality.31 percent of the responslémm ‘others’ category found the
expectations false and never become reality.

Table 2
Benefits of Enforcement of Security Interest

Responses from Banks

Benefits Yes No Cannot say Total
1) Road blocks and delays in 21 (70) 04 (13) 05 (17) 30 (100
recovery are removed
2) Creation of better 22 (73) 04 (13) 04 (14) 30 (100

understanding between
lenders and borrowers

3) Lenders have been givén 24 (80) 04 (13) 02 (07) 30 (100
upper hand
4) Seized assets yield 25 (83) 03 (10) 02 (07) 30 (100

maximum return on their
transfer to efficient players
5) Enforcement of security 26 (87) 04(13) |  --- 30 (100)
interest act as a deterrent to
recalcitrant borrowers

6) Borrowers recognize 25 (83) 03 (10) 02 (07) 30 (100
lenders’ right

7) Value improvement for 22 (73) 02 (07) 06 (20) 30 (100
stockholders and depositors

8) Enhanced financial 27 (90) | - 03 (10) 30 (100)
resources of lenders

9) Minimised funding cost for 23 (77) 02 (07) 05 (16) 30 (100
borrowers

10) Distressed credit problem 28 (93) |  ------- 02 (07) 30 (100)
is solved

11) Flow of capital improves 28(93)| - 02 §jo7 | 30 (100)
12) Greater flexibility and 26 (87) | - 04 (13) 30 (100)

efficiency in the system

- CRISIL’s View — ‘cannot say’ for
benefits at serial number 2,4,7 and 12
and ‘affirmative’ for rest of the
benefits

- Figures given in parentheses
represent percentages
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With the passage of Securitisation Act 2002, theas a lot of hue and cry
against it by the borrowers as they found it agaiinem and termed it ‘draconian’
and heavily tilted in favour of lenders. The boresw criticized the provision of
enforcement of security interest as it overlookesrilght of borrowers to approach the
civil courts for seeking justice. Therefore, it warsquired from banking respondents
about the benefits which they got from the enforeetmof security interest. The
benefits enumerated from this provision are — reah@f road blocks and delays,
creation of better understanding between lender$ l@orrowers, upper hand to
lenders, transfer of seized assets to efficientguiafor maximum yield, this provision
will act as a deterrent to recalcitrant borrowdysfrowers will recognise lenders’
right, value improvement for stock holders and d#peos, increased financial
resources of lenders, reduction in funding codfreésed assets problem is solved,
capital flow improves, and greater flexibility aafficiency in the system. The highest
percentage of respondents i.e., 93 percent fourd kibnefits in the form of
‘improvement in the flow of capital’ and ‘solutioto the vexed problem of credit
distressed’ followed by ‘enhancement of lendersaficial resources’; enforcement
provision as a ‘deterrent to recalcitrant borroweasd ‘greater flexibility’ and
‘efficiency in the system’; ‘recognition of lendérsights by borrowers’ and
‘maximum yield on seized assets’; ‘upper hand todérs’ and ‘creation of better
understanding between lenders and borrowers’. Adguercentage of respondents
ranging between 7 percent and 20 percent wereengtto respond and between 7
percent and 13 percent denied these benefits darftocement of security interest.
The rating agency CRISIL has also responded affiumly to all these benefits of
enforcement of security interest except for ‘creatof better understanding between
lenders and borrowers’, higher returns on seizestasimprovement in value for
stock holders and depositors and ‘flexibility arfiiceency in the system’.

Table 3
Securitisation Act V/s NPAs
Help in recovering NPAs Responses from
Banks

Yes 25 (83)
No 03 (10)
Cannotsay |  ememeeee-
Did not reply 02 (07)

Total 30(100)

Help in preventing NPAs

Yes 27 (90)
No 01 (03)
Cannotsay |  emeeeee-
Did not reply 02 (07)

Total 30 (100)

Decline in NPAs to

advances ratio after passage

of Act.

Gross ratio

Yes 26 (87)
No 02 (07)
Cannotsay |  emeeeee
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Did not reply 02 (06)

Total 30 (100)
Net Ratio

Yes 22 (73)

No 04 (13)

Cannotsay |  ememeeee-

Did not reply 04 (14)
Total 30(100)

-CRISIL’s View- affirmative to all aspects merted above
-Figures given in parentheses represertemtages

It may be concluded that provision of enforcemehsecurity interest has
resulted into number of benefits to the bankingaargations.

Presently, NPAs occupy a pivotal position in thakiag operations. The passage of
securitisation law has inspired the banking offgi@r recovery of NPAs. Therefore,
banking respondents were enquired about help reddby Securitisation Act in
recovering and preventing NPAs and decline in graisd net NPAs to advances
ratios. Table 3 deals with their responses. A langgority of ‘banking’ respondents
replied affirmatively to the help of Securitisatiéct in recovering and preventing
NPAs, while 87 percent and 73 percent banking persis found the decline in gross
and net NPAs to advances ratios. A minority of oeslents have opined negatively
on the above said aspects of NPAs. CRISIL is aldbeoview that Securitisaiton Act
help recovering and preventing the NPAs.

Table 4
Securitisation Act Made Borrowers Willing to Meet Lenders
Respondents

Responses Banks Others Total
Yes 26 (87) 11 (85) 37 (86)

No 04(13) | = ---—--- 04 (09)
Cannotsay | = ------- 02 (15) 02 (05)
Total 30(100) 13 (100) 43(100)

- CRISIL’s View-Yes
- Figures given in parentheses represent
percentages

Another related query was raised to examine attinldchange brought in borrowers
by Securitisation Act that made them willing to miemders. A very large majority of
respondents of both categories replied affirmagitel the poser. CRISIL, also is of
same opinion. It may be concluded that Securitsaftct has hit the bull.
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Table 5
Powers Given by Securitisation Act
Respondents

1) Powers given to Banks and Banks Others Total
Financial Institutions by the Act are
unlimited
a) Yes 14 (47) 08 (62) 22(51)
b) No 16 (53) 03 (23) 19 (44)
c)Cannotsay | - 02 (15) 02 (05)

Total 30(100) 13(100) 43(100)
2) Power to take over the assets
(possession and management) without
Court intervention already exists
under SFCs Act, IRBI Act, SIDBI
Act, Contract Act, etc.
a) Yes 13 (43) 04 (31) 17 (40)
b) No 17 (57) 03 (23) 20 (46)
c)Cannotsay | —emee- 06 (46) 06 (14)

Total 30(100) 13(100) 43(100)
3) If Yes to (ii), then Act is useless
repetition
a) Yes 02 (15) 01 (25) 03 (18)
b) No 10 (77) 02 (50) 12 (7)
c) Cannot say 01 (08) 01 (25) 02 (11)

Total 13 (100) 04(100) 17(100)

- CRISIL’'s View — responded

negatively to part I, affirmatively to
part Il and negatively to part Il

- Figures given in parentheses
represent percentages

An attempt was also made to ascertain the poweedds/ Securitisation Act
to different types of organisations. The resports®ge been summarised in Table 5.
The analysis reveals that a slender majority ohKiag’ respondents denied that
unlimited powers have been given to banks and &ii@hmnstitutions by the Act and
seizure powers without court intervention alreagligted under SFCs Act, IRBI Act,
SIDBI Act and Contract Act, while a majority of lwrs’ respondents replied that
banks and financial institutions have been givelimited powers and their highest
number of respondents preferred not to reply tastirure aspect.

At the end of query an attempt to know whether Acuseless repetition
because same provisions already existed under l&histations, a high majority of
‘banking’ respondents denied it, while large petaga of ‘others’ respondents could
not say anything on it. Their reticence that neitiney are in favour nor against this

Act.
Table 6
Harassment by Securitisation Act
Harassment to Respondents
Banks |  Others | Total
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Small businesses | @ --—--- 03 (23) 03 (07)
Big businesses only 03 (10) 02 (15) 05 (12)
Both | e 08 (62) 08 (19)
Not at all 22(73) | = ----- 22 (51)
Did not reply o5(17) | - 05 (11)
Total 30(100) 13 (100) 43(100)

- CRISIL’s View- not at all
- Figures given in parentheses represent
percentages

Table 6 deals with the responses to the query dtematssment being caused
by Securitisation Act. It is widely believed thatthe absence of lenders’ liability law
banking officials harass the businessmen. Theranigther section of business
community that feels harassment is for particuiae ©f businesses. The analysis
reveals that a large majority of ‘banking’ respomidedenied harassment to any type
of businesses and only 1/A@espondents admitted the harassment to big bissises
only. A large majority of the respondents fromh'eits’ agree that Securitisation Act
causes harassment to both small and big busine€&dSIL is of the view that
Securitisation Act does not cause any harassmeall & any of the businesses. It
may be concluded that the defiant borrowers takastly and think other-wise.

Table 7
Violation of Principles of Natural Justice by Act
Respondents

Aspects Yes No Cannot say Total
1. Secured creditors have beenB 17 (57) 09 (30) 04 (13) 30(100)
made  both  judge and 010 (77) |  ------—-- 03 (23) 13(100)
executioner
2. No parallel powers given to B 15 (50) 12 (40) 03 (10) 30(100)
borrowers 01293) | ------- 01 (07) 13(100)
3. Lenders are to determine theB 21 (70) 09(30) |  ------ 30(100)
outstanding. 011(85) |  --—--—-- 02 (15) 13(100)
4. Civil Courts jurisdiction B 13 (43) 14 (47) 03 (10) 30(100)
ousted. 009(69) | ----- 04 (31) 13(100)
5. Only post-decisional review B 14 (47) 12 (40) 04 (13) 30(100)
is allowed. O 08 (62) 04 (31) 01 (07) 13(100)
6. Post-decisional review |s B 17 (57) 11 (37) 02 (06) 30(100)
remedy after action 011(85) |  ---—---- 02 (15) 13(100)
7. Difference between willful B 20 (67) 06 (20) 04 (13) 30(100)
and unwillful defaulters has npt O 09 (69) |  ------- 04 (31) 13(100)
been made
8. The interest of secured B 15 (50) 13 (43) 02 (07) 30(100)
debenture holders and otherO07 (54) |  ---—--- 06 (46) 13(100)
secured creditors has been
nullified under the Act
9. Act has failed to safeguard B 07 (23) 21 (70) 02 (07) 30(100)
the borrowers because sale|ofO 10 (77) |  ----—---- 03 (23) 13(100)
assets at throw away prices.

CRISIL’s View — Yes to 4,5 and No to 1,2,3;
cannot say to rest
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- Figures given in parentheses represent
percentages

- B-Banks

- O-Others

The passage of the Securitisation Law has led tatede debates and
discussions across the different sections of thesgo It was alleged that Act violated
the principles of Natural Justice on following ctair secured creditors have been
made both judge and executioners, parallel powave hot been given to borrowers
(as lenders’ liability law has not been enacteelders are to determine outstandings,
jurisdiction of Civil Courts ousted, post decisibmaview, post decisional review is
remedy after action, difference has not been maateden willful and unwillful
defaulters, interest of debenture holders has bedified and Act fails to safeguard
the borrowers because of sale of assets at thray prices.

The ‘banking’ respondents denied the violatiorpoiciples of natural justice
by the Act. The above mentioned aspects have begatimely responded in various
degrees. 70 percent denied that ‘Act has failexshfeguard the borrowers’; 47 percent
did not agree that ‘courts jurisdiction have beasted’ and so on, while respondents
between 23 percent and 70 percent from bankingiseesponded affirmatively to all
these aspects. It means there is divided opinioegerds to violation of principles of
natural justice by the Act in the banking sector.

As regards to the respondents of ‘others’ categiwy violation of principles
of natural justice has been admitted by majorityespondents, ranging between 54
percent and 100 percent; 93 percent found ‘no lehrglbbwers being given to
borrowers’; 85 percent found ‘post-decisional rewias remedy after action;77
percent found the ‘secured creditors have been ihbattejudge and executioner’ and
‘Act has failed to safeguard the borrowers’ andpégcent found the ‘ousting of civil
courts jurisdiction very strangely’, no responddram this category replied in
negative for any aspect except one whereby 31 pesad about ‘post-decisional
review’. The conclusion may be drawn on the badislmve analysis that non-
banking organizations are not taking the Act eaaiigl some of the banks too find the
provisions of the Act harsh.

Table 8
Dilution of Provisions of the Act
Respondents

Do you favour the dilution of Banks Others Total
provisions of the Act ?
Yes 05 (17) 05 (38) 10 (23)
No 22 (73) 04 (31) 26 (60)
Cannot say 03 (10) 04 (31) 07 (17)

Total 30(100) 13 (100) 43(100)

- CRISIL’s View-No
- Figures given in parentheses represent
percentages

The previous query led to the present enquiry. rElspondents were enquired
whether provisions of the Act should be dilutecbnder to save the businesses from
the harassment caused by the Securitisation Adtarye majority of the banking
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respondents refused the dilution of the provisiohshe Act. Whereas 17 percent
preferred to dilute the provisions. The ‘Otherspendents gave a mixed response to
the query. CRISIL also does not favour the dilutairnthe provisions of the Act to
garner maximum benefits from this legislation. laynbe concluded that a vast
majority is not in the favour of dilution of thequisions of the Act.

Table 9
Essence of lenders’ Liability Law
Responses Respondents

Banks Others Total
Yes 16 (53) 13 (100) 29 (67)

No 10(33) | = ------- 10 (23)
Cannot say 04(14) | - 04 (10)
Total 30(100) 13 (100) 43(100)

- CRISIL’s View- Yes, it is essential.
- Figures given in parentheses represent
percentages

The Finance Minister had promised to enact lendability legislation for
checks and balances at the time of passing of Ssaiimn Act. Later on, the Ministry
of Finance dropped the idea of passing the lendeaility law. Therefore,
respondents of both categories were enquired aheuessence of such law. Their
responses have been summarised in table 9.Thee em@pondents of ‘others’
category replied affirmatively to the essence efldw to put a control on the lenders.
Majority of the ‘banking’ respondents also held #aene option. CRISIL is also in the
favour of such type of legislation. On the basislbbéve analysis, it may be concluded
that lenders’ liability law is essential along wllecuritisation Act as it is prevalent in
all developed nations and also to put Indian bapkiystem at par with international

standards.
Table 10
OTS Schemes V/s Securitisation Act
Respondents

Whether Securitisation Act
helped OTS schemes to Banks Others Total
flourish?
Yes 28 (93) 13 (100) 41 (95)
No | e e
Cannot say 0207 | - 02 (05)

Total 30(100) 13 (100) 43(100)

- CRISIL’s View-Yes, it did.
- Figures given in parentheses
represent percentages

The results of another enquiry whether Securitisafict has helped one time
settlement (OTS) schemes to flourish have been suisad under Table 10. Almost
entire sample size has replied affirmatively unalgth categories with little exception
of ‘banking’ respondents. CRISIL also opined thaufishing of OTS Schemes under
the patronage of Securitisation Act. It may be deted that OTS Schemes for
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different amount need to be continued so that dleewery process and amounts can
be faster and higher respectively.

Table 11
Lenders v/s Borrowers

Respondents

Do you think chest of lendefs Banks Others Total
have been widened and
borrowers feel scuttled due to
Securitisation Act?
Yes 14 (47) 08 (62) 22 (51)
No 14 (47) 05 (38) 19 (44)
Cannot say 02(@©6) | = ----- 02 (05)

Total 30(100) 13 (100) 43(100)

- CRISIL’s View-Yes
- Figures given in parentheses represent
percentages

In the absence of lenders’ liability law, it istféhat the Securitisation Act has
widen the chest of lenders and borrowers feel leclitiecause wide ranging powers
have been given to lenders. The analysis of thgoreses presented in Table 11 shows
that banking respondents were equally divided as #spect as 47 percent each
replied affirmatively and negatively. A vast majgrof ‘others’ category respondents
felt that lenders’ chests were widened and borrewesre scuttled. The same was felt

by CRISIL also.
Table 12
Act puts Banks on par with International Standards
Respondents
Responses Banks Others Total

Yes 22 (73) 05 (38) 27 (63)
No 06 (20) 03 (24) 09 (21)
Cannot say 02 (07) 05 (38) 07 (16)

Total 30(100) 13 (100) 43(100)

- Figures given in parentheses represent
percentages

In a yet another enquiry respondents of both caiegevere given a poser to
ascertain whether our banks are at par with intenmal standards after undertaking
so many banking reforms. % of the ‘banking’ respntd were in conformity with the
enquiry. 20 percent and 24 percent respondents weslgective organisations did not
find our Indian banks at par with internationalnstards.

Table 13
Court Route v/s Direct Taking-over of Assets of Deiulters
Respondents
Is Court route better than direct Banks Others Total

assets taking over under

Securitisation Act?
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Yes 07 (23) 04 (31) 11 (26)
No 23 (77) 06 (46) 29 (67)
Cannotsay | - 03 (23) 03 (07)

Total 30(100) 13 (100) 43(100)

- CRISIL’s View-replied negatively
- Figures given in parentheses
represent percentages

When the banks and financial institutions starteddeng the notices under
Securitisation Act to the defaulting borrowers, réhevere lot of protests and
resentment in different sectors. Various suggestiware offered by different parties
and one of them was finding court route better tthaect taking over of assets under
Securitisation Act. The responses presented inrdide 13 tell that 77 percents and
46 percent respondents from respective organisatibeh not find the court route
better than direct route, but 23 percent and 3egmrrespondents of respective
organisations still believe court route is betteart direct route of taking over the
assets of defaulters. CRISIL also did not find tooute better than direct route. It
may be concluded that Securitisation Act was exadte expedite the recovery
process and therefore, court route cansnot be denesi as better route than direct
route as court route creates delays and inconvessen the path of recovery.

Table 14
Difficulty in Holding and Disposing of Distressed Asets
Respondents
Responses Banks Others Total
Yes 19 (63) 06 (46) 25 (58)
No 11 (37) 05 (38) 16 (37)
Cannotsay | - 02 (16) 02 (05)
Total 30(100) 13 (100) 43(100)
Does market exist for
distressed assets?
Yes 18 (60) 06 (46) 24 (56)
No 09 (30) 05 (38) 14 (33)
Cannot say 03 (10) 02 (16) 05 (11)
Total 30(100) 13(100) 43(100)

CRISIL’'s View-negatively to first aspect and

affirmatively to
second aspect

of query

Figures given in parentheses represent

percentages

Another apprehension raised about the SecuritisAminvas with respect to

holding and disposing off seized assets by thedendnd existence of market for
distressed assets. The examination of the resposbesvs that ‘banking’

organisations were apprehensive about holding apbsing off seized assets and the
markets for such assets. The same apprehensioestheze from the respondents of
‘others’ category but in lesser degree. The CRE&tlught otherwise as it opined that
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seized assets will not be having any difficulty r@gards to their holding and

disposing off because market exist for such typedisfressed assets. It may be
concluded that difficulties are bound to be thenet lwonsidering the wider

perspectives the difficulties are negligible.
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