FIDC

(A Representative Body of Assets and Loan Financing NBFCs)

ety www.fidcindia.org.in

Date : August 29, 2022
To
Mr. Durgesh Pandey,
Chief Executive Officer,
National Credit Guarantee Trustee Co. Ltd. (NCGTC),
Swavalamban Bhawan,
C-11, G-Block,
BANDRA-KURLA COMPLEX,
BANDRA (E), MUMBAI-400051
Email: durgesh@ncgtc.in; eclgs@ncgtc.in

Dear Sir,

SUB: EMERGENCY CREDIT LINE GUARANTEE SCHEME — SETTLEMENT OF GECL
NPA CLAIMS

Finance Industry Development Council (FIDC) is a Representative Body of Asset
and Loan Financing of the NBFCs registered with the Reserve Bank of India and
operating across the country. FIDC was formed 18 years ago and is the recognized
face of the NBFC sector. We have been engaged in regular interaction both with
Reserve Bank of India and Govt. of India, which include pre-budget meetings and
also important policy related meetings with RBI. Almost all the leading NBFCs and
a large number of small and medium sized NBFCs are our members.

We refer to our earlier representation in August, 2021, wherein we had submitted
that initiation of arbitration proceedings should be considered as initiation of
legal action by MLIs and claims with the said action should be accepted, subject of
course, to other conditions being fulfilled. However, despite providing detailed
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explanation and submission of the Legal Opinion from a reputed Law Firm namely
Wadia Ghandy & Co., and arbitration being accepted as one of the legal action
mentioned in the FAQs, NCGTC continued with their belief that arbitration is not a
legal remedy and refused to approve the claim based on the arbitration
proceedings (The copy of the said Representation and the Opinion is attached
for reference purpose)

As the NBFCs had no option, they had to approach Lok Adalat (being the
acceptable mode by NCGTC) and have been filing the application before this
forum for GECL loans. Certain claims were being approved by the NCGTC on
these bases for initial few months. To the utter surprise of these MLIs, NCGTC has
again changed their stand and raised new grounds to reject the claims. MLIs
claims are being rejected on the pretext of new requirements each time and
these rejections are coming in piecemeal, thereby extending every rejection
reason to come in a 30 days period which in turn further extends and delays the
settlement of claim period. FIDC humbly submits that the new demand of
requirements are inconsistent with the Scheme and the FAQs published and to
hold back release of Interim Claim amounts for such reasons is placing significant
hardship on NBFCs.

As you may be aware, MLIs who are NBFCs are entitled to initiate various legal
actions in law including arbitrations, SARFAESI proceedings for enforcement of
secured asset, action under Section 138 of the Negotiable Instruments Act and
Insolvency & Bankruptcy proceedings.

The new requirements of NCGTC primarily are as under:

1. MLls should provide them the legal documents of the Parent Loan and also
documents of the Legal action initiated against the Borrower for the Parent
loan.

2. The nature of legal action initiated for the Parent Loan should be the same
as that of the GECL loan. This is unacceptable as the parent loan agreement

u twitter.com/FidcIndia ﬁ facebook.com/fidcindia/ m linkedin.com/company/fidc-india instaaram.com fidcindia



https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0

FIDC

(A Representative Body of Assets and Loan Financing NBFCs)

iz www.fidcindia.org.in
mentions arbitration as legal action and such agreement would have been
executed years before the GECL scheme was introduced.

3. In case MLIs settle with the NPA customer or permit the security provider
to sell the secured assets for the parent loan, it is now expressed by NCGTC
that the amounts received out of settlement or security sale should be pro-
rated for GECL. This was never stated anywhere in the guidelines and
neither was it ever mentioned in the early year of the scheme.

The implication of this stand is that despite having an arbitration clause in the
facility documents of the Parent Loan and such agreement having been executed
years before the Borrower executing GECL loan Agreement, MLIs are now forced
to initiate Lok Adalat or other means even for the Parent Loan. We would like to
point out that on the parent loan the MLIs would have already initiated legal
action under arbitration as they are not required to wait for the account to
become NPA to initiate legal action, whereas for GECL Loans, NCGTC accepts legal
initiation process only once the account becomes NPA. In such pending
arbitration cases, it is not possible to withdraw the arbitration proceedings
already filed against the Borrower as this would significantly weaken the ability of
MLIs to recover the parent loan.

The views of NCGTC in our humble opinion are harsh and cannot be accepted as
valid and justified reason to decline the legitimate claim of MLIs under the
guidelines of ECLGS Scheme. We would also draw your attention to the fact that
the Scheme /FAQs do not state these requirements and are therefore a post facto
condition and hence not tenable.

We request your kind attention to the the FAQs of the ECLGS Scheme, which
clearly specifies the following points which are in contradiction to the new
requisitions made by NCGTC:

e The Credit Guarantee from NCGTC would be unconditional and irrevocable

(ref FAQ.46)

u twitter.com/FidcIndia ﬁ facebook.com/fidcindia/ m linkedin.com/company/fidc-india instaaram.com fidcindia



https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.instagram.com%2Ffidcindia%2F&data=05%7C01%7CSabeena.Tamboli%40tatacapital.com%7C516ae7a940754f6e6b6e08da843376f0%7C5400f77975bb4573a4994c50de99f6ae%7C1%7C0%7C637967654149872392%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=IdNWCvg8T9tb0tT5VQ98wW7EdmXVVZWSNOW7j6LMR7A%3D&reserved=0

FIDC

(A Representative Body of Assets and Loan Financing NBFCs)

w"v\mw.fidcindia.orq.in

o The credit under GECL will rank second charge with the existing credit
facilities in terms of cash flows (including repayments) and securities (ref
FAQ.23)

« No additional collateral shall be asked by MLIs for additional credit
extended under GECL.(ref FAQ.20)

« However, assets against which second charge was created itself are not
there, then the facility extended under ECLGS would become unsecured.
New assets would not be required for creating or sustaining the charge.(ref

FAQ.57)

In light of the FAQs, it would also be unjust for NCGTC to suggest that in case MLlIs
settle with the NPA customer or permit the secured asset to be sold for the
parent loan, the amounts received out of settlement or security sale should be
pro-rated for GECL loan. NCGTC should understand that the security for GECL
Loan is a second charge on the asset and only if there is an excess post receipt of
entire outstanding dues of the Parent Loan, then will the same be made available
for the GECL loan and not otherwise. This is in line with the spirit of the ECLGS
scheme.

It may also be pertinent to mention here that assistance under the ECLGS scheme
was offered only on the strength of Govt. guarantee and in view of the urgent
need to provide succour to MSMEs to tide over the cash flow crisis triggered by
the Covid pandemic. The intent of the Govt. in creating and promoting this
scheme was to support them. Normal stringent credit norms of merit-based
lending would have prevented most MLIs from achieving this objective.

In view of the above, we submit that the demand that legal recourse adopted for
the Parent Loan and the ECLGS loan be the same is unjustified and defeats the
very intent and purpose of the ECLGS scheme as rolled out by the Hon. Minister
of Finance.
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In view of the above, we submit that the spirit of the ECLGS Scheme as
announced by the Hon. Minister of Finance be maintained and claim settlement
follow the process as laid out in the FAQs. We request you to kindly urge the
NCGTC to adhere to the same.

Your early co-operation is solicited.

Thanking you,
Yours Faithfully,

For FINANCE INDUSTRY DEVELOPMENT COUNCIL
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MAHESH THAKKAR
DIRECTOR GENERAL
9820035553

CCs to:

1. MR. SANJAY MALHOTRA,
SECRETARY,

DEPARTMENT OF FINANCIAL SERVICES,
MINISTRY OF FINANCE,

JEEVAN DEEP BUILDING,

ROOM NO. 6A, 3%° FLOOR,

10, PARLIAMENT STREET,

NEW DELHI —110001

Email: secy-fs@nic.in
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2. MR. NARAYAN RANE,

(/ .8", % -).)34%2 /& -)#2/h 3-1,, 1 .%$ -9
GOVERNMENT OF INDIA,

UDYOG BHAWAN, RAFI MARG,

NEW DELHEF 110 001
Email: pstomin-msme@nic.in; secretary-msme@nic.in

3. MR. KIREN RIJIJU

HON6 BLE MI NI STER OF LAW & JUSTI CE,
GOVERNMENT OF INDIA,

3*°FLOOR, 6Cd WI NG, LOK NAYAK BHAWAN,
KHAN MARKET,

NEW DELHI 110 003

Email s: mljoffice@gov.in; prao-law@nic.in; secylaw-dla@nic.in

4. MR. S. RAMANN.
CHAIRMAN, NCGTC & CMD, SIDBI,

SWAVALAMBAN BHAWAN,
C-11, G-BLOCK,
BANDRA-KURLA COMPLEX,
BANDRA (E), MUMBAI-400051

Email: cmd@sidbi.in
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