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Event update 

DHFL’s update post resolution plan

We are highlighting here some key developments on DHFL post the announcement of the resolution plan.

Present status

RBI has filed an application for initiation of corporate insolvency resolution process against DHFL under the FSP 

Insolvency rules on 29 November 2019. Under these rules, an interim moratorium shall commence on and from the 

date of filing of the application till its admission or rejection. 

Under these rules, 

(1) On the insolvency commencement date, the Adjudicating Authority shall by order declare moratorium for 

prohibiting all of the following, namely:

a) the institution of suits or continuation of pending suits or proceedings against the corporate debtor including 

execution of any judgment, decree or order in any court of law, tribunal, arbitration panel or other authority; 

b) transferring, encumbering, alienating or disposing off by the corporate debtor any of its assets or any legal 

right or beneficial interest therein; 

c) any action to foreclose, recover or enforce any security interest created by the corporate debtor in respect of 

its property including any action under SARFESI Act 

d) the recovery of any property by an owner or lessor where such property is occupied by or in the possession 

of the corporate debtor. 

(2) The supply of essential goods or services to the corporate debtor as may be specified shall not be terminated or 

suspended or interrupted during moratorium period.

(3) The provisions under (1) shall not apply to 

a) such transaction as may be notified by the Central Government in consultation with any financial regulator; 

b) a surety in a contract of guarantee to a corporate debtor
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NBFCs and HFCs under IBC code

Ministry of Corporate Affairs (MCA) on 15th November, 2019 has notified the Insolvency and Bankruptcy 

(Insolvency and Liquidation Proceedings of Financial Service Providers and Application to Adjudicating 

Authority) Rules, 2019, thereby bringing such financial service providers or categories of financial service 

providers, as may be notified by the Central Government, for the purpose of their insolvency and liquidation 

proceedings under the Insolvency and Bankruptcy Code, 2016 (IBC). 

Further, MCA vide its notification dated 18th November 2019 has notified that Reserve Bank of India (RBI) shall 

be the Appropriate Regulator for NBFCs (including housing finance companies) with asset size of more than INR 

500 crores, who is empowered to initiate appropriate insolvency proceedings under IBC.

RBI supersedes DHFL board; appoints administrator

Following this notification, RBI on November 20th, announced its decision to supersede the Board of Directors of 

Dewan Housing Finance Corporation Limited (DHFL) owing to governance concerns and defaults by DHFL in 

meeting various payment obligations. RBI has appointed Shri. R. Subramaniakumar, ex-MD and CEO of Indian 

Overseas Bank as the Administrator. RBI also intends to initiate the process of resolution of DHFL under IBC.

On 22 November ‘19, RBI has announced a three-member Advisory Committee to assist the Administrator of 

DHFL in discharge of his duties. The members are Dr. Rajiv Lall, Non-Executive Chairman, IDFC First Bank Ltd, 

Shri N S Kannan, Managing Director and CEO, ICICI Prudential Life Insurance Co. Ltd, Shri NS Venkatesh, 

Chief Executive, Association of Mutual Funds in India. It is important to note that with this representation, RBI 

has included representation from banks, insurance companies and mutual funds.

DHFL updated the investors about the proposed resolution plan on 27 September 2019; the same plan which 

was discussed with bankers on 25 September ‘19. The key contours of the resolution plan included elongation of 

maturities, treatment of all secured lenders at par, dissenting lenders/investors being proposed to be paid a 

liquidation value and proposal to carve out the wholesale book to a third party at a later date. While there have 

been no concrete conclusions on the resolution plan, we are highlighting some key developments on DHFL post 

the announcement of the resolution plan:

Key updates from the resolution plan heading to the current status

Company Results and board meetings:

On 17 October ‘19, company released their Q1FY20 results. Company has reported a loss of Rs.224 cr. Key 

points from the results (mentioned by the auditors). Key points from the results:

• Out of the ICDs of Rs.5652.7 Cr outstanding as of 31 March 2019, Rs.1306.6 have been converted to loan 

subsequently and payment of Rs.790.6 Cr has been received. Auditors have continued to qualify the 

deficiencies in rolling over of the ICDs. 

• Management has reported that issue of unbanked cheques of Rs.16487.2 crores as of 31 March ‘19 does not 

exist as of end of June 2019. Management also claims that the deficiencies in documentation of Rs.24077.7 

Cr have since been cured.

• Additional provision of Rs.408.3 Cr has been made in Q1 on the wholesale book of Rs.35285.1 Cr.

• Auditors have however qualified that they have not received sufficient appropriate evidence to support the 

value of the loans and therefore unable to provide any review opinion.

• Contours of the resolution plan outlined along with the results (in line with what was proposed earlier): 58% of 

the total debt identified as sustainable debt to be refinanced with various debt instruments with a blended 

coupon of 8.5% and tenor upto 10 years. Remaining 42% of debt identified as unsustainable and proposed to 

be serviced from cash flows of the segregated wholesale book.

The board of DHFL had met on 23 October ’19 to take cognisance of the observations from the draft report 

prepared by KPMG, who were appointed by the Union Bank of India, the lead banker of the consortium. Earlier 

as per media reports KPMG report has cited several irregularities in DHFL’s loan book and lending practices.
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Source: Company filings on exchanges, RBI, Disclosures by Catalyst Trusteeship Limited (Debenture Trustee), 

Data as at November 2019
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Default in payment of securitized pools

DHFL on 14 October ‘19 had defaulted on payment of securitized pools as DHFL had been unable to fund 

the Collection & Payout Account and Trustee has also not been able to utilize the cash collateral at the 

appropriate time. DHFL in response to the default, has stated that they have acted in light of the order 

granted by High Court of Bombay which restrains the company from making any payments except day to day 

operational expenses.

On 13 November 2019, the High Court of Bombay has passed an order modifying its earlier order and 

allowed DHFL, being Collection Agent of Assignee of securitization transactions, to make the payments of 

the collections of the securitized debts to the respective assignees on while responding to the Intervention 

Applications filed by some of the banks. 

Legal action initiated by debenture trustees

On 16 October ‘19, Catalyst Trusteeship Ltd (The debenture trustee) had filed application against DHFL, 

before Debt Recovery Tribunal-I, Mumbai, for recovery of the amount of debentures outstanding, along with 

interest, for and on behalf of all debenture holders under all the three Public Issues (HSBC MF’s holding are 

under public issue) For a total claim of Rs.26,861.92 Cr. The prayers of the application are: - (i) grant of 

Recovery Certificate with future interest till payment and (ii) Sale of securities. Pending issue of Recovery 

Certificate, prayers for grant of interim relief had been made, which include (i) appointment of Receiver and 

(ii) attachment and injunction to sell / securitize the assets charged.

The Hon’ble Presiding Officer DRT, Mumbai has passed interim order on 8 November 2019 in the ad-interim 

application filed by Debenture Trustee (DT), received on 14 November 2019. The gist of said Order of DRT 

is as under:

• The DHFL is temporarily injuncted and restrained making any further payments to any of its unsecured 

creditors, save and except in cases where the payments are to be made on pro rata basis to all secured 

creditors, including the DT, without the approval of Tribunal.

• The officer of the DT is appointed as Commissioner to monitor and supervise the transactions of the 

DHFL

• DHFL shall file a comprehensive affidavit disclosing all its assets, fixed and current, including the 

receivables, as on the date of the order.

• DHFL shall furnish to DT, the Asset Cover Certificate issued by its Statutory Auditors within a period of 2 

weeks from the order and also to submit similar certificate on monthly basis till the disposal of this 

Application.


