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Introduction

Vijoy Mallya is on Indion busingss baron, multibillionaire,
Chairmon of the Conglomerate—United Breweries Holdings
(UB). He wasone of the most talked obout ond prominent
business personolities of Indio. After the death of his fother,
Mallyabecame the Chairmon of United Breweries Group in
1983 ot the age of 28. Afterwards, the group hos grown into
o multi-national conglomerote of over 60 componies. Once
upon o time, the United Breweries Holdings (UB) Group
wos o sprowling conglomerate with interests in
phoarmoceuticols, agrochemicals, points, petrochemicols ond
plostics, botteries, food ond corbonated beveroges.

Moallyais olso o member of the RojyaSobho, the upper house
of the Porlioment of Indio. Populorly known for having
lounched Kingfisher Airlines, anew oirling established as o
maojor business venture in the yeor 2005.Vijoy mollya is
known for his extravogont lifestyle ond is populorly termed
os called the "King ofGoodTimes" ond "the playboy of the
Eost”.

Vijay Mollya owned Indio's biggest liquor compeny, o
privote jet, on Airbus ond mony other riches such as a flegt of
luxury cars ond aprivote yocht.

Achievements of Vijay Mallya

1. Kingfisher beer: United's Kingfisher beer hos o major
market share in Indio's beer market and is avoiloble in 52
countrigs outside India.ond leods among Indion beers in
the international morket.

2. Formula One team: Vijoy Mollya olso co-owns the
FormulaOng teom SohoraForce IndiaF1 teom.

3. Kingfisher Calendor:Kingfisher Calendor published by
the United Breweries (UB) Group of Indio annuolly
since 2003 feotures top models in swimsuits. /this
calendor hos limited edition and has to its credit models
ond octresses like Kotrina Koif, DeepikoPadukone,
YonaGuptaete.

4. Royal challenger Bongalore: Royol Challengers
Bongolore one of the teoam of Indion Premier Leogue
(IPL) is adso owned by Vijoy Mallyo.

5. Sword of Tipu sulton: Vijoy Mallya in o bid of
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approximotely 1.7 crore for the sword of Tipu Sulton ot
on ouction in London won the sword ond brought itback
to Indio. He has olso bought 30 other items belonging
toTipu Sulton from ouction houses in the UKthot
includes a connon, other weapons, ond some personal
items.

6. Represents Sports:Vijoy Mallyo is o member of the
World Motor Sport Council representing Indio in the
Federation Internotionale de 1'Automobile (FIA). He
sponsored Kolkata bosed soccer clubs MohunBogon,
ond East Bengal. He is also the first Indion tycoon to
sponsor on entire cricket team, West Indies.In 1996,
when Kingfisher hod sponsored the West Indies cricket
team, it gave birth to the fomous jingle 'Oo lalalale o'

7. Bidding for the country: In Moarch 2009, Vijoy Mallya
successfully bided for the personal belongings of
Mohotmao Gondhi iconic items thot included his glosses,
sondols, pocket wotch, plote ond o bowl for US$1.8
million, in o New York ouction. It wos only mode
possible to bring Mahotmo Gandhi's item to India with
the help of Mr. Mallyo.

8. Personal ossets: He owns privote jets, yochts, o
personalized Boeging 727, stud forms with around 200
horses, ond close to 250 vintoge cors among others.

9. Member of RojyoSobha: Mallyo joined politics in 2000
ond joined the Jonota Porty. He is also o member of the
RojyaSabho, the upper house of the Porlioment of Indio.

Kingfisher: A collective failure of the system
2005: Launch of kingfisher Airlines

In 2005, Vijay Mollyo lounched Kingfisher. Kingfisher
Airlings begon its operations in 2005 with its inougural flight
from Mumbai to Delhi. Kingfisher Airlines wos soon
becoming on airling synonym with five stor oir trovel ond
was becoming famous among busingss travellers. Tn 2006,
Kingfisher onnounced to offer its possengers with live
in flight entertoinment which wos first of its kind.

By the Year 2007, Kingfisher Airlines had corried 17.5
Million possengers with aflegt of 41 aircrofts ond aschedule
of 255 flights. But Mallyowasn't content with flying only on
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domestic routes. He wonted to fly overseos routes but Indion
rules allowed airlings thot have been in existence for ot leost
five years to fly to internotional routes ond therefore, Mr.
Mallyadecided to acquire one.

2007: Kingfisher Acquired Air Deccan

He bid for the Air Sohorein 2006 but he could not buy it os it
wos bought by Jet. Jet bought Air Schoro ond rebronded it os
JetLite. Then, in 2007, he bought the bleeding Air Deccon,
Indid's first low—fore carrier, promoted by G.R. Gopinath.

In the end of 2007 Kingfisher Airlines hod ocquired entire
46% of Deccon Aviation in Air Deccon. 2008 wos o
good year for the airlings os things went well.

In 2008, Kingfisher Airlings was carrying 10.9 Million
possengers onnually with a.fleet of 77 aircrofts operating 412
domestic flights doily. Inthis yeor only Kingfisher Airlings
got permit to operate on international routes ond it flew
for the first time overseos from Bongolore to London.

Kingfisher was now offering 3 classes of travel to
passengers:

1. Kingfisher First: Premium Business Closs

2. Kingfisher Closs: Premium Economy or the bosic
gconomy

3. Kingfisher Red:Low fore bosic closs

In 2009 Kingfisher Airlines continued to b nation's lorgest
possenger corrier with o morketshore22.9%  with 11
Million passengers. During this time, Kingfisher also
won numerous owordsond wos roted os India's  Five
Stor Airline.

However,the shareholders of Kingfisher Airlines were still
woiting to receive first dividend from the compony but
compony continued its run of losses in 2010.Soon,
Kingfisher foiled to capture the market like its competitors
ond this could be considered as o warning signal for the
compony but it went unnoticed by the compony.

2010: Restructuring ofthe loon

By the yeor 2010, Kingfisher Airlines had accumulated o
huge debt. Moreover, it continued to pile up losses ond hod
turned its net-worth negative in the previous finonciol yeor.
In 2010, Kingfisher Airlines turned into o non-performing
asset for bonks. In November 2010, therefore, bonks for the
first time restructured Kingfisher's debt. The consortium of
lenders led by State Bonk of Indio.converted Rs 1,355 crorg
of debt into equity ot 0 61.6 per cent premium to the morket
price of the Kingfisher Airlings stock. In addition, the
bonkers stretched the period of repayment of loons to nine
years with o.two-yeor moratorium, cut the interest rates, ond
sonctioned o fresh loon.

Though in the Yeor 2011,the Airlines for the very first time
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declored issues in the cosh flows. The blome howegver was
loid on the rising costs of fuel. In that year, Kingfisher wos
not able to pay the fuel cost to the oil componies ond solories
to the employees. It was becouse of this reason thot pilots left
Kingfisher for rivol airlines.

2012: Kingfisher Airlings declored a Non-performing Asset

The yeor 2012 wosthe most turbulent yeorof all for
Kingfisher Airlines. Just in the beginning of the year 2012,
State Bonk of India (lorgest creditor of cosh strapped
Kingfisher Airlines) declored Kingfisher Airlines os o
non-performing osset. After incurring huge losses, ond
failing to pay its employees, Kingfisher Airlines wos
grounded in October 2012 ond its license was conceled in
December2012.

Reasons behind the failure of Kingfisher Airlines
Lack of Strategy

Kingfisher initiolly lounched oll economy closs ond loter
shifted to luxury business class. The services of the airlines
were opprecioted by the travellers os the hospitality ond
aircroft condition of the Airlines were above averoge. But
soon, the airlines shifted to low-cost air traveling, frequent
chonges mode travelers lose interest in the cirlings. In
oddition to that, they didn't focused on highly profitoble
routes in domestic oreo.

Lack of delegation

Mr. Mollya was too involved in the busingss ond unlike his
other two mojor busingsses —the spirits ond beer segments —
which were running smoothly under the monoging directors,
this cirline had no long term CEO or MD.

Recession

It wos not only the poor policies of the monagement of
Kingfisher that led to its collopse. Ong of the mojor reosons
that contributed to the collopse wos Recession that hit the
world in 2008. Recession affected the whole world ond hod
on indirect impoct on the air trovel occuponcy in
internotionol routes, fuel prices, airport chorges ste. All
these factors had o negative impoct on the health of
Kingfisher Airlings ond soon the airlines saw its downfoll.

Separate treatment to Air Deccan

Coptain GR Gopinath, who sold his low-cost airling Deccon
Airlinge to Kingfisher Airlines has admitted that there wos
lock of connection between Deccon Airling ond Kingfisher
Airlings. Low-cost aviation busingss was treoted os o step—
child. Every time, there was on Air Deccon ond Kingfisher
flight ot same time-slots, then o decision wos token concel
the Air Deccon flight ond run Kingfisher Airlines. But this
didn't work well os potential customers shifted to their
competitors
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High Operational Cost

Operational costs of airling industry are very high compared
to other industries. Airline componies requires licenses for
the routes, investment in the aircroft mointenonce, solories
employees (which ore generally on high end), ocirport
chorges, huge toxes to the government. Above all, The cost
of fuel was very high ond os such Kingfisher find it difficult
to recover those high fuel cost ond wos moking losses there
is lot of competition between oairline componies, all these
high operational costs without good profit morgin coused the
Kingfisher to downfall.

Frequent Change in Business Model

Kingfisher wos lounched os on oll-economy, single—closs
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configuration aircroft in 2005. However, just ofter obout o
year of operations, the oirling shifted its focus from
economy to luxury. After Kingfisher's plunge into luxury
came the next thing thot is a merger with Air Deccon, which
was o low cost airling. It is very simple to understand thot
frequent chonge in the busingss model is not good os it gives
no time to adjust in the existing business model. The same
happened with kingfisher os they had no time to stobilize in
the morket.

What Kingfisher Owes Bank (2016)

Today, Kingfisher Airlines owes bonks oaround
Rs.7,000crore. Here is a brief statement of the mongy
Kingfisher owes to the bonks.

BANK

Rs (in crores)

SBI

1600

IDBI bonk

800

PNB

800

BOI

650

Bonk of Baroda

550

United Bank of India

430

Central Bonk

410

UCO Bonk

320

Corporation Bonk

310

Stote Bonk of Mysore

150

Indion Overseos Bonk

140

Federol Bonk

90

Punjob & Sind Bonk

60

Axis Bonk

50

3 other bonks

603

Total

6963

Source: Indian Express, March 14, 2016

Banker’s sad tale in the Year 2016
State Bank of India

SBI, the biggest lender to VijayaMallyamenoged to recover
only o fraction out of the 1600 crore amount. According to
the hypothecation deed signed between State Bonk of Indio
ond Kingfisher Airlings in 2010, SBI becomes the owner of
oll trodemorks ond goodwill of Kingfisher Airlings, in cose
of defoult by the Airlings. Now thot the bonk hos mode
defoult, SBI is finding it difficult to sell the Kingfisher'
trademorks which were volued ot 4111 crore in 2009 by
global consultoncy firm Gront &Thronton. The current
valug of these trademorks hos now plummeted to not more
thon 6 crores.

IDBI

IDBI is also a victim of the bod loons by Kingfisher oirlines.
CBI sources reveal that IDBI had extended aloom of Rs 700
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croreto Kingfisher despite being worned by some boord
members. Now the bank hos ended up with bad debts of Rs
700 crore ond is finding it adifficult task to cover the omount
ofbod loons.

Bank of India

Bonk of Indiohas extended o loon of Rs 308 crore ogainst all
the current ossets of the Kingfisher airline. The question that
arises is that how come abonk hos given aloon of such huge
omount bosed on items like air conditioners, tractors ond
mongetorily unsubstontial items like folding chairs. Now,
bank of India is struggling to recover even a fraction of its
loon from the sole of these current assets.It will be
interesting to know how the bonk gave over Rs 300 crore
ofter being pledged office stotionory like boording poss
printers & folding chairs.
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IOB lent neorlyRs 100croreto the cirlings ogainst two
helicopters in 2008. Tt is believed that the Eurocoptersare not
in flying condition ond the bonk is finding it difficult to sell
those helicopters to recover its bad debts.

Similorly, other banks such os Punjob National bonk, Axis
bonk, Corporation Bonk, Punjob & Sind Bonk ore finding it
difficult to recover the mongy lent to Kingfisher Airlines.

Vijaya Mallaya’s side of the Story

Vijoy Mollyo hos consistently defended himself agoinst
occusotions of defoulting loon payment ond said he's the
victim of o medio compoign. According to him, stotements
made ogainst him ore biosed.

To save his reputation for getting spoilt, Vijoy Mallyo in
2016 blomed media for spoiling his reputotion ond sought to
clarify why Kingfisher foiled.

He mode the following statements in the media "T have
always lived on honorable life ond the columny
notwithstonding, shall continue to do so. As to the
allegations in medio, oll T com say is T hope some sobrigty ond
sense will prevail ond truth not held ahostage to TRPs."

He stated thot Kingfisher Airlings wos lounched in 2005 on
the bosis of vioble business plon ofter background check by
SBI Capital Morkets ond international aviotion consultonts.
He further stated the Kingfisher oirline was on unfortunate
commercial foilure comsed by mocro-economic factors ond
then government policies.

"The truth about Kingfisher Airlines ond its financial stress
due to external factors has been reported byState Bonk of
India (SBI) to the Reserve Bank of India. (RBI) in their letter
dated 31st Jonuory 2012," he soid in the stoatement.

He olso commented on being made the poster boy of all
banks' NPAs (non—performing assets) that he hos pledge
blue chip securities ond depositing unspecified omounts in
court, Further he stoted thot bonks have NPAs of Rs.11 lokh
crore ond borrowers owe much more thon Kingfisher. Even
then none of these large borrowers have been declored wilful
defoulters like Kingfisher. He challenged these declorations
of UB Holdings ond himself been declored wilful defoulters
by the bonks on technical grounds.

He olso said that his invested Rs 4,000 crore into the airling
which stonds impoired so it is not only the bank thot hove lost
mongy. According to him, bonks will recover a substontiol
port of their debt but the losses made by his group are
unrecoveroble.

On the reports of him being an obsconder, he commented
that he hod been anon-resident for around 28 yeors ond even
Reserve Bank of Indiahod acknowledged this in writing.
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Vijoy MallyaOffers Rs 4000 Crore to Settle oll his accounts

The Supreme Court received on behalf of Vijay Mallya to
pay 4000 crore rupees os settlement of the dues he owes to a
consortium of banks led by State Bonk of Indio.

The proposal wos given by Senior counsel C.S.
Voidyomothon on beholf of Vijay Mollya ond his compony
Kingfisher before a bench of Justices Kurion Joseph ond
RohintonNarimon. When osked obout the whereabouts of
Vijoy Mallya.by the court, the court was told that Mr. Mallya
is out of the country and that he dogs not wont to return due to
the “surchorged atmosphere” ogainst him.The confidential
proposal included payment of Rs 2,000 crore by September
ond the rest Rs 2000 crore subject to conditions.

However, the banks ore not willing to settle for the omount
being offered os settlements. According to the news reports,
lenders together have decided thot they wont o minimum of
Rs 4,900 crore to be poid up front, which the principal loon
omount is gronted to Vijoy Moallyo. The bonks have further
demonded the interest component os well.

Now, thot bonkers hos rejected his proposal to accept 4000
crore. It will be interesting to see how the government will
recover the huge amount from Vijoy Mollyawho is out of the
country on his diplomatic possport.

Discussion:

1. “Experience is the nome everyone gives to their
mistokes.” Now thot Vijoyo Moallyo hos become a
defoulter in loon poyment. What lesson do you think
banks con leorn from the incidentl

2. Do you think Vijay Mallya’s strong busingss
background ond political influence played o mojor role
in bank Iending such o huge amount to himl Did the
bonk reolly forgot the bosic rules of the goame whilg
lending to Vijoy Mallyal

3. Isitcorrect to blame Vijoy Moallyo solely for defoulting
the bonk loonl Do you think bonks ore equally
responsible for not kegping o proper check on how the
money wos being utilized thot was token as aloonl

4. The reasons for the downfoll of the Kingfisher airlines
have been numerous. What reosons do you think could
have been avoided by the Kingfisher Airlines thot have
been responsible for its folll

5. Vijay Mallya hos offered Rs 4000 crores to the bonkers
to settle the accounts to o consortium of bonks led by
State Bank of Indio. Do you think bankers made o good
decision by rejecting the settlement with Vijoy Mollyal

6. Kingfisher Airlines acquired Air Deccon, o low cost
Airling. Do you think it was a.correct decision to acquire
it when Kingfisher wos oluxury oirlingl
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