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Abstract
The study proposes an examination of the trend of Non-Performing

Assets in Power Finance Corporation for five financial years
(2012-13 to 2016-17) and in the second part of study conceptual
framework of NPA in Power Finance Corporation has been analysed.
In the present study there is an attempt to compare the basis of
provisioning against standard loans and NPA’s for respective years. The
analysis also takes into consideration the loans disbursed and loan
sanctioned as determinants of NPA. The study is based on secondary
data analysed using MS-Excel.
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Introduction
Power Sector in India is a standout amongst the most enhanced

as and when contrasted with that of the other piece of the world,
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where wellsprings of intensity age ranges from different sources, for
example, petroleum gas, coal, lignite, oil, hydro, atomic capacity to
non-ordinary sources reasonable in nature, for example, sun oriented,
wind, rural and household squander. Interest for power has been
expanding by manifolds and thereby keeping in mind the end goal
to coordinate the quickening interest for power, Massive Extension
to the Installed Capacity is required as Consumption of power is a
pivotal list of progression of the nation and way of life.

Economic development rate of 8-9% on a maintained premise
is fundamental for us to get up to speed with whatever is left of the
world. Power speaks to a champion among the Most Essential
Component Critical for the fiscal advancement and welfare of nations.
For Sustained and Quality Growth: It is especially essential to get
Modest Advancements the Facilities Layout and game-plans keeping
in mind the end goal to yield gigantic returns. While referring to the
above flowchart, it can be pitched that there are 3 Arms of Power
Sector:

 1. Generation
 2. Transmission
 3. Distribution
Where Generation is the Heart of Power Sector; Transmission

plays a role very similar to as that of performed by Main Arteries in
a human body; Distribution acts as capillaries. Power Sector in India
is a standout amongst the most enhanced as and when contrasted
with that of the other piece of the world, where wellsprings of
intensity age ranges from various sources, for example, petroleum
gas, coal, lignite, oil, hydro, atomic capacity to non-ordinary sources
reasonable in nature, for example, sun oriented, wind, rural and
household squander. Interest for power has been expanding by
manifolds and thereby keeping in mind the end goal to coordinate
the quickening interest for power, Massive Extension to the Installed
Capacity is required as Consumption of power is a pivotal list of
progression of the nation and way of life.

Non-Performing Assets
Taking a well-known fact, Bankruptcy and Death are not in the

least invited by anybody and nor it can be gotten away. Nonetheless,
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they do happen. So is the situation with advances, which fall sick
&wiped out, go into liquidation and bite the dust much against wishes
of all concerned. In this way, The Final Say is – Realities can never
be gotten away, subsequently it is important to confront them and
that too managing them effectively.

With regards to non-performing assets, the circumstance is no
place extraordinary. The incessant references to non-performing
resources basically concern wiped out modern units and mounting
over levy in every other area of advances, especially in agriculture.
Monetary resources progress toward becoming Non-Performing
essentially on account of the disappointment of the units financed
by banks.

The expenses of dealing with the non-performing resources are
excessive. Investors are constrained to get hindered with these issues
accordingly ignoring their part as a creating impetus.

Background of NPA
Banks & Financial Institutions in India are facing the problem

of Rapidly Growing Problem of Swelling non-performing assets &
situations were becoming worse to worst. Thus, in order to bring
this situation under control, some necessary steps have been
undertaken recently:

The Securitisation and Reconstruction of Financial Assets and
Enforcement of Security Interest Act, (SARFAESI) 2002 was passed
by parliament, which is an important step towards elimination or
reduction of NPA.

Nature of Non-Performing Assets
The term Non-Performing resources can be characterized both

in the more extensive and the narrow or limited terms. While in the
limited sense it incorporates just non-performing credit portfolio, in
the more extensive sense it might likewise incorporate the volume
of unutilized money adjusts, unutilized or underutilized money
adjusts, unutilized or underutilized physical assets like buildings and
premises in the still more extensive sense, it might likewise include:
non-performing HR – a vast volume of workforce not successfully
oversaw. A Non-Performing Asset in the saving money segment/
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Banking Sector likewise is named as an asset not contributing to the
income of the Bank. In Other words, they are the zero yielding assets
that are considered. The non-performing resources, interalia
incorporates surplus money and investors adjusts hold over the ideal
levels, sums lying in the tension record (suspense a/c), investment
in shares or debentures & other securities not yielding any dividend
or interest, advances where premium isn’t expected and even the
essential sum is hard to recuperate.

Definition of NPA: PFC Specific
Non-Performing Assets (referred to in these norms as “NPAs”)

are those assets, which fall in one of the following categories:
(i) An asset including lease asset in respect of which, interest,

principal instalments and for other charges remain due
but unpaid for a period of four months or more;

(ii) A term loan inclusive of unpaid interest and other dues
if any, when the instalment and/or interest remain unpaid
for a period of four months or more;

(iii) Any amount, which remains due but unpaid for a period
of four months or more under bill discounting scheme;

(iv) Any amount due on account of sale of asset or services
rendered or reimbursement of expenses incurred, which
remains unpaid for a period of four months or more.

PFC’s ASSET CLASSIFICATION & NPA NORMS

Regulations for Asset Classification:
PFC shall classify its loans & other credits and lease assets into

the following classes namely:
(i) Standard Assets
(ii) Sub-standard Assets
(iii) Doubtful Assets
(iv) Loss Assets
For the explanation to each of the above mentioned classes, there

is something important to be considered over and above this.
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NPA: An asset would be classified as NPA, when, a loan or any
other facility has remained overdue for 4 months or more.
(i) Standard Assets:

Standard asset shall mean an asset which is not a NPA as defined
above & in respect of which no default in repayment of principal or
payment of interest is perceived and which does not disclose any
problem nor carry more than normal risk attached to the business.

An asset is considered as non-performing asset (NPA) and sub-
categorized as Sub-standard, Doubtful and Loss Asset, as mentioned
below:
(ii) Sub-standard Assets:

An asset would be classified as sub-standard asset for a period
not exceeding 14 months from date when it becomes NPA.
(iii) Doubtful Assets:

An asset would be classified as sub-standard asset for a period
exceeding 14 months from date when it becomes NPA.
(iv) Loss Assets:

(a) Asset identified as loss asset by the company or its
internal or external auditor or RBI during inspection of
the company, to the extent it is not written off by the
company and (b) Asset adversely effected by a potential
threat of non-recoverability due to either erosion in the
value of security or non-availability of security or due to
any fraudulent act or omission on the part of the borrower.

Important Notes:
(i) The classification of project loans as a sub-standard asset

has also been done as per the RBI norms for restructured
advances.

(ii) A lease asset, in respect of which instalment/rental
remains overdue for a period of six months or more, has
been classified as non-performing asset. However, with
effect from 31.03.2018, a lease asset will be classified as
NPA if it remains overdue for a period of 3 months or
more.
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Provisioning against Standard Loans and NPAs: The
Provisioning is made in respect of loans and other credit as under:

Table No. 1: Provisioning against Standard Loans and NPAs

S. No. Description Rate of Provision 

1 Standard Asset (Provisioning for Restructured Standard Loans) 0.35% 

2 Sub-Standard Asset 10% 

3 Doubtful Asset: Secured Portion of Doubtful Assets  

 (a) Up to one year 20% 

 (b) More than one year to up to three years 30% 

 (c) More than three years 50% 

 (d) Doubtful assets not covered by the realizable value of the 
security to which the Company has a valid recourse 

100% 

4 Loss asset if not written off 100% 

 Source: Financial Reports of Power Finance Corporation Limited.

Review of Literature
Mishra & Pawaskar, (2017) in a performance based study

stressing to bring out the impact of Non-Performing Assets on
Banking Sector in their study “A Study on Non-Performing Assets
and its Impact on Banking Sector” using data analysis tools and
indices, found various risks factors where in loan recovery risk was
the most dreading & it was found that NPA level was higher in public
sector banks thereby study concluded that banks need to have a proper
credit appraisal system so as to prevent NPA’s from acceleration &
Creating a Healthy Litigation Environment so as to enable proper
functioning of banking industry as a whole.

Singh (2016) in a quantitative research titled “A Study of Non-
Performing Assets of Commercial Banks and it’s recovery in India”
used financial data of Non-performing assets in scheduled
commercial banks which includes private sector banks, private sector
banks and foreign banks listed in Second Schedule of RBI Act,1934
discussing trend analysis highlighting status& impact of NPA &
Conclude that Bank management should speed up the recovery
process.The Problem of recovery is not with small borrowers & strict
policy should be followed up stressing upon Provisioning for pending
cases.
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Dass & Dutta (2014), in a qualitative research, used ANNOVA
Statistics & SPSS Software comparison to find out whether there
exist huge contrasts in the mean variety of the concerned banks
alongside center upon explanations for NPA and its effect on
managing an account activities and reasoned that: there exist no huge
contrasts between the mean of NPA of the banks at five percent level
of centrality. Henceforth, one can securely infer that banks
independent of their activities have comparative NPA’s in the ongoing
years.

Selvaraja & Vadivalagan (2013), studied NPA Management in
priority sector in their study titled “ A Study on Management of Non-
Performing Assets in Priority Sector reference to Indian Bank and
Public Sector Banks (PSBs): a descriptive study dealing with
statistical data thereby an analytical study too with a main aim to
describe the factors affecting the problems mentioned lastly gave
suggestions to eradicate such problems and to avoid future growth
of NPA’s & to implement new strategies to control NPA growth along
with various time bound action plans.

Kumar (2013), in his examination on “A Comparative
investigation of NPA of old Private segment banks and Foreign banks
reasoned that Non-performing resources have turned into an irritation
and cerebral pain for the Indian saving money segment for as far back
as quite a long while. One of the major testing the execution of business
banks in the late 1990s antagonistically influencing was the amassing
of enormous non-performing resources (NPAs). Rai (2012), in her
investigation on “Concentrate on Performance of NPAs of Indian
business banks discover that corporate borrowers even in the wake of
defaulting persistently never had the dread of bank making a move
to recuperate their duty. This is on the grounds that there was no
legitimate system to shield the genuine enthusiasm of banks.

Chatterjee C. et al., (2012), in their examination on
“Administration of non-performing resources – a present situation”
has inferred that banks should discover the first reasons/motivations
behind the advances required by the borrower. Legitimate ID of the
underwriter ought to be checked by the bank including examination
of his/her riches. Kaur K & Singh B.(2011), in their investigation on
Non-performing resources of open and private part banks (a similar
report) examined that NPAs are considered as an imperative
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parameter to pass judgment on the execution and monetary strength
of banks. The level of NPAs is one of the drivers of money related
steadiness and development of the managing an account part.

Prasad G.V.B. and Veena (2011)in their investigation on NPAs
Reduction Strategies for Commercial Banks in India expressed that
the NPAs don’t create premium wage for banks and yet banks are
required to give arrangements to NPAs from their present benefits,
therefore NPAs have damaging effect on the arrival on resources in
the accompanying ways. Chaudhary K. and Sharma M. (2011)in their
exploration expressed that A productive administration data
framework ought to be created. The bank staff associated with
endorsing the advances ought to be prepared about the best possible
documentation and charge of securities and inspired to take measures
in anticipating propels transforming into NPA.

Karunakar (2008), in a study titled “Are non - Performing Assets
Gloomy or Greedy from Indian Perspective”, has featured issue of
misfortunes and lower productivity of Non-Performing Assets (NPA)
and obligation confuse in Banks and budgetary division rely upon
how different dangers are overseen in their business. The enduring
answer for the issue of NPAs can be accomplished just with legitimate
credit evaluation and hazard administration instrument.

Gap in Literature
The diverse parts of writing identified with Non-Performing

Assets of analysts throughout the years have been gathered and
utilized for his examination, however there exists a colossal time
hole for this far reaching research on quality parts of Non-Performing
Assets. The vast majority of the exploration and studies are being
done on Causes, affect and administration parts of NPAs alongside
SWOT Analysis.

Research Methodology

Primary Objectives
This research is aimed at the following objectives:
1. To analyse the trend of Non-Performing Assets in Power

Finance Corporation.
2. To analyse the Conceptual Framework of NPA.
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Research Design
For this purpose, conclusive research was undertaken.

Conclusive research is used to provide information that is used in
reaching decisions or make appropriate decisions. It is Quantitative
in nature i.e. in the form of numbers that can be quantified and
summarized. Conclusive Research relies upon secondary data,
particularly existing database that are reanalysed to shed light on
different problem than the original.

Data Collection
Secondary Data: Secondary data collected from annual financial

reports of the company (Power Finance Corporation Limited)
Scope of Study:
• The scope of research is limited to NPA.
• Other operations of PFC have been kept out of the scope

of research.
• Special emphasis is given to NPA, being the main area

of study & thereby a careful effort is placed while doing
analysis.

• Study is based upon assisting the organization to
determine major reasons for NPA.

• Study will eventually help the organization to determine
the various deciding factors that organization should keep
in mind to recover NPAs.

Limitations:
• As the study involves collection of sensitive data relating

to NPA, the data extracted is expected to represent minor
variations.

• Research is concise only upon Loan Recovery Unit &
Restructured Assets Unit of PFC.

• Other departments & operations are nowhere included in
this project report.

• As there are certain boundations of confidentiality and
privacy maintenance; there are certain limitations in
analyzing the trends of NPA.
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Analysis and Interpretation
The Primary Thing which needs specific consideration in the

trend of NPA in the organization. For this many things were taken
into consideration.

Table 2: Table showing Financial Figures of Non-Performing Assets
Since 2013-17

Year 
Sub-standard Assets 

(Crores INR) 
Doubtful Assets 

(Crores INR) 
Loss Assets 

(Crores INR) 
Gross NPA 

(Crores INR) 

2012-13 1135 

2013-14 103.83 1,114.97 8.92 1,227.72 

2014-15 1,209.37 1,145.34 8.92 2,363.63 

2015-16 4877.61 2393.15 248.28 7,519.04 

2016-17 23,751.56 6677.81 272.84 30,702.21 

Source: Financial Reports of Power Finance Corporation Limited.
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Figure No 1: Graphical Representation of Gross NPA position as on
Respective Year End

Inferences:
• From The above table, we can directly infer the

progressive increase in the level of Non-Performing
assets.NPA= Cumulative sum of Sub-standard assets,
Doubtful Assets & Loss Assets has experienced a
considerable level of increase after 2013, However It has
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experienced a minute or slight increase for the F.Y ending
31.3.2015.2015 afterwards, there can be inferred that NPA
Rose at a Considerable pace i.e. NPA for 2016 were more
than 3times as that of NPA’s for 2015.However, the figure
stood highest for the Year 2017 which is 30,702 Crore
INR almost more than 4 times as that of figures for 2016
clearly indicating a drastic growth of NPA over a period
of time.

• For the year 2016-17, GNPA includes Sub-standard Assets
which includes loans amounting to 223,309.30 Crores INR
pertaining to Govt. Sector which became NPA on adoption
of RBI RRR Norms during current year. This is an
extraordinary item which directly can be inferred as a reason
for such a rapid growth in NPA Level for 2016-17.

Table 3: Table showing Year-wise Loan Sanctioned, Loans
Disbursements, Repayments & NPA Levels

Year 

Loan 
Sanction

ed 
(Crores 

INR) 

Loan 
Disbursed 

(Crores 
INR) 

Repayment 
by 

borrowers 
to PFC 
(Crores 

INR) 

Gross 
Loan 
Assets 

(Crores 
INR) 

Gross 
NPA 

(Crores 
INR) 

NPA 
Provision 
(Crores 

INR) 

Net NPA 
(Crores 

INR) 

2012-13 75,147 45,151 14,929 1,60,517.46 1,135 122 1,013 

2013-14 60,729 47,162 18,822 1,88,995.21 1,227.72 242.72 985 

2014-15 60,784 44,691 16,284 2,17,515.67 2,533.00 524.00 2,009 

2015-16 65,042 46,588 25,826 2,38,920.21 7,519.04 1,458.04 6,061 

2016-17 1,00,603 62,798 19,592 2,45,525.27 30,702.21 5,356.21 25,346 

Source: Financial Reports of Power Finance Corporation Limited.

Figure No. 2: Graphical Representation Year-wise Loan Sanctioned,
Loans Disbursements, Repayment & NPA Loans



231A Study on Non-Performing Assets of Power Finance Corporation:

Inferences:
• At a very first glance, it is clearly evident that maximum

loan Sanctioned & loan disbursed was Highest during the
year 2016-17 but there is a considerable gap in between
the two levels as and when compared to those for the
remaining years in consideration &Thereby Both NPA
Levels too were highest for the same year itself. Maximum
Loan repayment was done in 2015-16 & similarly loan
repayment as a percentage on loan disbursed was highest
in 2015-16. However, It was Least for the year 2016-17
& Conclusively the rapidly accelerating level of NPA can
be thereby seen for 2016-17

• As far as Gross loan assets are concerned, a series of
continuously increasing pattern can be observed where
the least figure can be observed for 2012-13 and Highest
was for 2016-17.

• For the year 2016-17, GNPA includes Sub-standard
Assets which includes loans amounting to 223,309.30
Crores INR pertaining to Govt. Sector which became
NPA on adoption of RBI RRR Norms during current
year. This is an extraordinary item which directly can
be inferred as a reason for such a rapid growth in NPA
Level for 2016-17.

Table No 4: table showing Provisioning during the respective years on
loan assets:

Asset 
Classification 

Provisions 
during the 

year 
 2012-13 
(Crores 

INR) 

2013-14 
(Crores 

INR) 

2014-15 
(Crores 

INR) 

2015-16 
(Crores 

INR) 

2016-17 
(Crores 

INR) 

Standard 
Assets 132.79 336.63 17.15 110.85 -39.59 

NPA 37.76 135.27 261.31 933.66 3898.23 

Source: Financial Reports of Power Finance Corporation Limited.
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Figure No. 3: Graphical Representation of Provision on standard assets
& NPA within respective years
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Figure No. 4: NPA Provisions

Inferences: From the above tables & graphical representations,
we can simply infer the Movement of NPA Provisioning within the
respective years for Standard Assets & NPA’s:

• Considering Standard Assets, there’s been a highly
significant rise in the movement of Provisioning for the
year 2013-14 as compared to 2012-13. However, it falls
much sharply in 2014-15 & again it rises in 2015-16.
Ultimately, there is a Negative Provisioning in 2016-17
simply indicating that excess accumulated provisions as
on balance sheet date exists & thereby it is reversed.
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• Considering Non-Performing Assets, a chain of rapidly
accelerating Provisioning can be inferred consecutively
year by year. There’s been a highly significant rise in the
movement of Provisioning for the year 2016-17 as
compared to the respective years into consideration. It
can be seen that lowest level of provisioning was done
for FY 2012-13. It may simply indicate the effective
follow up & maintenance of safety measures by effective
compliance of RBI Regulations since then. However, it
falls much sharply in 2014-15 & again it rises in 2015-
16. Ultimately, There’s a Negative Provisioning in 2016-
17 simply indicating that excess accumulated provision
as on balance sheet date were reversed so as to match
the same with the required norms.

• For the year 2016-17, GNPA includes Sub-standard
Assets which includes loans amounting to 223,309.30
Crores INR pertaining to Govt. Sector which became
NPA on adoption of RBI RRR Norms during current
year. This is an extraordinary item which directly can
be inferred as a reason for such a rapid growth in NPA
Level for 2016-17.

Table No. 5: Provisioning Against Standard Loans and NPAs

S. No. Description 2013 2014 2015 2016 2017 

1 Standard Assets  0% 0.25% 0.25% 0.30% 0.35% 

2 Sub-Standard Assets 10% 10% 10% 10% 10% 

3 Doubtful Assets: 
(a)Secured portion of 
doubtful debts 
- Upto 1 year 
- 1-3 years 
-More than 3 years 
(b) Unsecured  

20% 
30% 

100% 
100% 

20% 
30% 

100% 
100% 

20% 
30% 
100% 
100% 

20% 
30% 

- 
100% 

20% 
30% 
50% 

100% 

4 Loss Assets  100% 100% 100% 100% 100% 

Source: Financial Reports of Power Finance Corporation Limited.

For the year 2016-17, GNPA includes Sub-standard Assets which
includes loans amounting to 223,309.30 Crores INR pertaining to
Govt. Sector which became NPA on adoption of RBI RRR Norms
during current year. This is an extraordinary item which directly can
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be inferred as a reason for such a rapid growth in NPA Level for
2016-17.While analyzing the Different Provisioning Norms followed
during the respective financial years, it has been found that: PFC
being an IFC & NBFC was exempted from certain RBI regulations
which were applicable to it. Prior to 2015 PFC followed MoU
approved norms for Asset Provisioning where not following RBI
norms. Since RBI is the regulator PFC has to switch over to the RBI’s
norms for NBFCs. Therefore, from year 2015 PFC has started to RBI
norms through a Roadmap in discussion with RBI. Thereby Provision
on standard assets was constantly made in an increasing portion so
as to take it to the exact level as notified by RBI. Thereby, it can be
said without any hesitation that RBI Policy Changes & Revised
Norms played a Major Role in the rapid growth of NPA’s Since 2015
& Eventually a major block of NPA’s were accumulated under the
company’s balance sheet for 2017.

Table No. 6: Regression Analysis

Variable Coefficient Std. Error t-Statistic Prob. 
C -57257.08 11443.38 -5.003513 0.0377 

LD 1.221109 0.484559 2.520039 0.1279 
LS 0.057494 0.220005 0.26133 0.8183 

R-squared 0.958203     Mean dependent var 7082.8 
Adjusted R-squared 0.916406     S.D. dependent var 10420.62 
S.E. of regression 3012.882     Akaike info criterion 19.14289 
Sum squared resid 18154920     Schwarz criterion 18.90855 

Log likelihood -44.85723     Hannan-Quinn criter. 18.51395 

F-statistic 22.92507     Durbin-Watson stat 1.530654 
Prob(F-statistic) 0.041797       

 Source: Authors’ own calculation

Inferences & Interpretation:
Equation adopted is:
NNPA =???+??1 Loan disbursements + ?2 Loan sanctioned +??
Where NPA is the dependent variable and Loan sanctioned and

disbursed are independent variables.
Along with Beta 1 = Coefficient for loan disbursements & Beta

2 = Coefficient for loan sanctioned
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Since Probability fetched through the dependent variables –Loan
sanctioned is more than 0.5: this signifies that there exists no
significant effect of loan sanctions onto the NNPA Level.

However, Loan disbursed has a probability level of 0.1279 i.e.
less than 0.5: This significantly affects NNPA level.

Both the independent variables impact the NNPA Level but not
signi8figantly affect them.

In light of the data limited to 5 years only, we have not been
able to test the assumptions for time series and trends series.

Conclusion
Based on above interpretation and analysis, it can be concluded

that NPA trend is in its rapidly accelerating phase since past 5 years
undertaken under the scope of this study.

1. Regulators particularly RBI is very much strict as far as
implementation with RBI norms along with alignment of
PFC’s norms are considered& Revision in NPA norms
followed by prudential norms by RBI was the chief reason
for Highest Accumulated NPA level for F.Y ending 2017.

2. Without any hesitation, Stress in the Power sector can be
clearly seen while referring to the proportion of loans
sanctioned, disbursed& the number of entities which have
successfully repaid their outstanding along with interest,
thereby contributing to growing NPA trend. But Despite
this, Demand for electricity is accelerating rapidly & Year
by year there is increasing consumption as well as far as
power is taken into account.

3. Power sector is not only confined with transmission but
Generation& Distribution too are its extremely important
components, thereby it can be also seen that Power sector
is under various clutches & boundations not only from
Ministry but it’s also regulated by RBI along with SEBI,
Companies Act 2013 & ICAI as well.

4. Power sector roadblocks eventually turn out to be the
major role player as well for PFC’s Growing NPA Trend
since power sector is in a highly stressed environment
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where majority of the entities defaults in payment &
AT&C Losses are growing at a considerable pace.

5. Delay in achieving COD i.e. commencement date of
operations is one of the most important reason as well.
This delay is not because of Funding side issues but
because of factors like:

a. Environment Clearance days & (b) Delay in acquisition
of land which is governed through appropriate
government policy where higher delay implies high
project cost.

6. Higher Project cost calls for Additional funding onto the
part of entities & the vicious circle continues &keeps on
revolving round and round.

7. Since Power Sector is a major determinant in
Infrastructure development of our Indian Economy
thereby involving Huge Capital expenditure involving
outlays & Thereby there exists a Significant Higher rate
of Stress than other sectors which can be directly inferred
as The Reason for Accelerating NPA’s for PFC.

8. PFC being a Navratna PSU is in need of having equipped
with a design involving liberalization not only in terms
of Funding side but in terms of Government Support in
terms of policy for this organization as a whole.
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