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AIF route closed to
loan evergreening
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this rule is circumvented.
“This notification targets reg-

ulatory concern arising out of

such transactions,” Rittad said.

“The AlF isinvested in risk-
ier debt and other unquoted
instruments that have less
transparency as regards to
end-of-use funds, and there is
alikelihood ofit being used for
payment of existing stressed
loans earlier given by the
banks,” said Jyoti Prakash
Gadia, managing director at
investment bank Resurgent
India.

The central bank also
directed lenders, which have
invested in AIF schemes that
come under the purview of the
circular, to liquidate their
investments within 30 days.
Moreover, ifan AIF scheme, in
which lenders are already
invested, makesa downstream
investment in any such bor-
rowerorinvestee, lenders will
have to liquidate their hold-

ings within 30 days from the
date of such downstream
investment by the AIF.

“In case REs are not able to
liquidate their investments
within the above-prescribed
time limit, they shall make
100% provision on such
investments,” the RBI circular
said.

RBI has, in the past, raised
the issue of evergreening at
banks. Governor Shaktikanta
Dassaid inaspeech on 29 May
that during the regulator's
supervisory process, it found
certain instances of lenders
using innovative ways to con-
ceal the real status of stressed
loans.

“To mention a few, such
methodsinclude bringing two
lenderstogetherto evergreen
each other’s loans by sale and
buyback of loans or debt
instruments; good borrowers
being persuaded to enterinto
structured deals with a
stressed borrower to conceal
the stress...,” said Das.
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