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Message

Dear colleagues,

Namaskaram!

I am very pleased to present the Background Material on Bank Finance and NBFC.
Businesses and enterprises being revenue driven require immaculate resource
mobilization and optimum deployment. When it comes to finance, it has to be cost
effective, aligned to the requirements of the objectives. With the dawn of
liberalization, privatization and globalization in the early part of last decade, the realm

of finance as a subject has undergone sea change.

There has been paradigm shift in the field of business finance and has tremendously
realigned the role and relationships amongst the resource seekers, resource providers
and the intermediaries. The role of the government, the exchequer and the
regulators, have become all the more pervasive in the dominion of finance and
financial markets the world over. The environment becomes even more arduous in

the times of turbulence.

The Dynamic Scenario and the Chartered Accountant

The dynamic scenario essentially demands that the professionals at the helm of
finance function of the corporations and other segments of the economy bring
themselves inline with the need of the hour by upgrading knowledge and skills to
match the societal expectations. The background of a Chartered Accountant is the
most ripe to unlearn the past and learn the contemporary with ease and speed. Deep
knowledge of business, its operational jugglery and implication of minutest of the

managerial decisions came natural to a Chartered Accountant.

Keeping the same in view, the need for organization Seminar on resource mobilization
in current scenario and the role of the Chartered Accountants in the preparation of

Project Report so as to meet the appraisal criteria of the bankers was felt by us,



similarly the audit seasons being on and seeing the regulatory specific reporting
requirements. In case of audit of Non Banking Financial Companies particularly the
requirement of exception Audit reporting requirements and the Seminar on legal
framework and regulatory means in case of NBFC was felt.

I personally offer my heartiest gratitude to CA. Rajeev Kumar and CA. Walter D’Souza.
I am also thankful to Shri Anil Girotra, Executive Director, Andhra Bank for his valuable
time he has kindly agreed to spare. The contributors have spent their precious time to
compile the data. | appreciate and compliment them for their brilliant effort. | believe
that this Background Material will surely find a suitable place in the library which

would be used as a guide & referencer in cases of any required information, doubts.

I place on records the cooperation of all the office bearers and my colleagues in the
Council for their encouragement and cooperation in bringing this background material

for your use

Warm Regards & Best of Luck.

Chartered Accountant Jayate.
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(CA. Bhagwan Das Gupta)
(Mob — 9811152662)
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Recent Headlines

« Tata Steel gets Rs.2000 cr LIC loan

“+ ECB’s register 70% fall in April

“» L&T plans to raise Rs.1000 cr through NCD

“» QIP’s become chosen option

+* Indiabulls Real Estate raises $600 Mn (through QIP)
+* Promoters forfeit Rs.1000 cr as Warrants lapse

“* GMR Infra may take PE route to raise Rs.3k cr

++ Corporate India clocks PE deals worth 494 mn in April
+ Private Equity investors may be back

“ IFC to invest $ 1 bn in next fiscal

«“» IDFC to close infra fund in 2 weeks

Global Financial Issues

“IMF estimates total global losses on account of the
economic crisis will reach USD 4.1 Trillion

“US Government stress tests of the 19 largest banks
reveals that 10 of them require USD 74.6 billion of
Capital

“+US job losses estimated at 0.5 million per month —
unemployment at around 8.9% currently and
expected to peak at 10.3%

“GDP declines in Jan-March 2009 in USA @1.6%,
Eurozone @ 2.5% and Japan @ 4%

Impact on Indian GDP
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Direct Financial Impact

«» Currency volatility with max Rupee Financial products which have
depreciation against USD at around dramatically reduced:
28% O LBO Funding
«* Foreign currency line of credits have 0 CCD’s
significantly reduced Q FCCB’s
«“»LIBOR at margin’s have gone-up QPTC’s
considerably O Funding - AIM Exchange, London
“* Rupee interest rates are broadly still O Securitizing Contingent Receivables
in double digits, inspite of huge O Exotic Derivatives
Repo / Reverse Repo rate-cuts Q REIT’s (Offshore)
<+ It back to basic’s in the financial world !!!!!

< Risk perceptions have permanently changed !!!!

Debt Funding Options

“ Term Loans
“ Working Capital Loans
“ NCD’s —secured or unsecured
< Fixed Deposit’s — Sec 58A compliant
«“ Forex loans
- Long term : ECB’s / FCNR(B) loans
- Short term : Suppliers Credit / Buyers Credit / Export Factoring
“  SME lending
- Mortgage Finance
- Equipment Finance (Printing / Healthcare / Construction, etc)
- Parameterised
- Credit Guarantee Scheme(CGS)
- SBI Schemes
Structured Finance
* Infrastructure Funding
* Promoter Funding

< ECB’s raised in 2008-09 USD18.36 bn (PY USD 30.96 bn)

< All-in cost ceilings for ECB funds suspended by RBI upto December 2009
— hence, currently no cap on LIBOR+ margins

< Max $ 500 mn per financial year under the Automatic route. Beyond that,
RBI Approval required

< Average maturity period:
-<$20mn - 3 years
- $20 - $500 mn - 5 years
<+ Permitted for foreign currency and rupee capital expenditure for
permissible end use i.e. import of capital goods, new projects,
modernization, overseas direct investment, infrastructure sector.
< End use for working capital, general corporate purpose, repayment of
existing rupee loan not permitted. Also, not allowed in real estate and
investment in capital market

<+ Estimated MTM losses upto March 2009 is around USD 6 billion

Parameterised SME Lending

«* Different definitions in individual banks
+» Quick turnaround time for sanction

«Integrating both Qualitative and Quantitative Risk
Factors

“*Rule Based Model (No Subjectivity)
** Sectoral Based Scores
+“» Market Intelligence




Credit Guarantee Scheme (CGYS)

SBI Products for SME’s

“* Applicable to Micro and Small Enterprises (MSE)

+» Guarantees provided through Credit Guarantee Trust for Micro
and Small Enterprises (CGTMSE) setup by GOI & SIDBI

“ Cover available through Member Lending Institutions i.e, All
scheduled commercial banks and specified RRB’s which have
entered into an agreement with CGTMSE.

“* Objective is to fund on project viability and secure the credit
facility purely on the primary security of the assets financed

“* Any facility provided on the basis of collateral security or third
party guarantee shall not covered under the scheme.

+“» Maximum risk covered is upto 75% (85% in select category of
borrowers), with a max cap of Rs.62.50 / Rs.65 lakhs.

“» Guarantee Fees (1% - 1.5%) & Annual Service Fees (0.5%-
0.75%) payable

SME Care SME Help
» 20% incremental WC

»  Max 2 crores

» Interest 8%

»  Stock Margin reduced by 5%

» Debtors funded upto 180 days

» Valid upto 30.9.09, with 1 yr validity

» Term Loan product

» No cap on amount to be availed
» Interest 8% for 2 years

» Max tenure is 60 months

Open Term Loans

»  Pre-sanctioned Term Loan

» Max Rs.2.5 crores

» Funded on the basis on DSCR of 2

»  Can be drawn multiple times over a year

Structured Finance

+“+ Securitisation — process of converting existing assets or future
cash flows into marketable securities

+* Factoring — with or without recourse
“» Buyers Credit — interest arbitrage opportunities
“* Channel Financing — with or without recourse
“* Credit Insurance
- Domestic sales & Exports
- Indemnity upto 85% on the insured loss
- Premium rate : % of the annual insured credit sales

Infrastructure Funding

+ Sectors — Telecom / Power / Roads / Ports / Airports

“* Instruments — Equity / Mezannine / Debt

“» Loan Tenures in excess of 10 years

“ Higher Debt:Equity ratio

< ISE)lggialist lenders — IDFC, IIFCL, Power Finance Corpn.,

++ Public Private Partnership (PPP) model being encouraged by
Government in infrastructure development

“* Viability Gap Funding
- In the form of Capital Grants at the stage of project
construction

- Shall not exceed 20% of total project cost. Additional Grants
of another 20% out of Budget allocation

- Funding through Lead Financial Institution






