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QUESTION
WHITE PAPER ON HEALTH OF THE BANKINGSECTOR

3653: DR.THOKCHOMMEINYA:
Willthe Ministerof FINANCEDbe pleased to state:

(a) whetherthe Governmentis bringingout a WhitePaper on the healthof the banking
sector;
b) if so, whetherit wouldalso publish a complete list of the Non-PerformingAssets
p p &
(NPAs) of all banksboth publicand privateas on 31 Dec. 2017 and if so, the details
thereof;

(c) whetherthe Governmenthas a comprehensiveprocedure to deal effectively with
fraudulentor malafide NP As;
(d) if so, the detailsthereof;and

(e) if not, whetherthe Governmentis contemplatingfor a stringentlaw and procedure
to deal withfraudulentNPAs?

ANSWER
To be answered by
THE MINISTER OFSTATEIN THEMINISTRY OFFINANCE
(SHIV PRATAPSHUKLA)

(2) and (b): The Reserve Bank of India (RBI) is the regulatorand supervisor of the
banking system, as per powers conferred by relevant provisions of the Banking
RegulationAct, 1949, the Reserve Bank of India Act, 1934, and other relevantstatutes.
RBI bringsout a detailedFinancialStabilityReportas a biannualpublication presenting,
inter alia, its overallassessment of the soundnessand resilienceof the bankingsector,and
a discussion of performance,credit and deposit growth,asset quality,profitabilityetc.
With regard to publishingof complete list of NPAs, RBI has stated that in terms of
section 45E of the Reserve Bank of India Act, 1934, it is prohibitedfrom disclosing
credit information.Section 45E provides that credit informationsubmitted by a bank
shall be treatedas confidentialand not to be publishedor otherwisedisclosed.

(c) to (e): Comprehensivearrangementsand measures, includingprocedures,have been
institutedto deal effectivelywithfrauds and wilfuldefaultersresponsiblefor NPAs.



To deal with frauds, RBI has issued a Master Circularon Frauds to banks, requiring
reportingof frauds beyonda thresholdamountto the police, monitoringand follow-up
of cases by a special committee, quarterly placement of informationbefore Audit
Committeesof bank Boards, and annual review of frauds by banks. These cover, inzer
alia, preventive measures, fraud detection systems, systemic lacunae, remedial action,
monitoringof progress of investigationand recovery,and staff accountability Other
measurestakenby RBI includethe following:

(i) aframeworkfor dealingwithloan frauds of Rs. 50 crore and above, under which
banks classify potential fraud accounts as red-flagged accounts based on
observation/evaluatiomf earlywarningsignals,and take timeboundaction;

(i) an online searchable database of frauds reported by banks, in the form of
CentralFraud Registry,as a tool of timelyidentificationcontroland mitigation
of fraud riskand for carryingout due diligenceduringcreditsanctionprocess;

(iii) issuance of cautionadvices by RBI, detailingnames of fraudstersand their zodus

operandiy

(iv) issuance of various master circulars to banks, with a view to restricting
imprudentpracticesand ensuringsound proceduresand

(v) subjectingthe systemsand proceduresin banksto supervisory revievoy RBI.

To deal with wilful defaulters, as per RBI’s instructions,they are not sanctioned any
additionalfacilitiesby banks or financialinstitutionsgheirunitis debarred from floating
new venturesfor five years,and lenders may initiatecriminalproceedingsagainst them,
wherever necessary. As per SEBI Regulations, wilful defaulters and companies with
wilfuldefaultersas promoters/directorsare debarred from accessing capital marketsto
raise funds. The Insolvency and BankruptcyCode has been amended to debar wilful
defaultersfrom participatingn the insolvencyresolutionprocess.

To deter economic offenders from evading the process of Indian law by remaining
outside the jurisdiction of Indian courts, Government has introduced the Fugitive
Economic OffendersBill,2018 in Parliament.

sk



