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Willthe Ministerof FINANCEDbe pleased to state:

(a) whetherReserve Bank of India (RBI) in its FinancialStabilityReporthas warnedthat the gross
Non-PerformingAssets (NPAs) of banksare likelyto rise from 15.6 per cent as on March2018
to 16.3 per cent as on March2019 under the currentmacro-economicscenario, if so, the details
thereofand the reactionof the Governmentthereto;

(b) whetheron the basis of such report of the RBI, the Governmenthas taken any steps to bring
down/checkNPAs of banks, if so, the details thereof along the numberof PublicSector Banks
(PSBs) includedin the list of monitoringmechanismof the RBI due to NPAs;

(c) whether the Government propose to issue a white paper on the economic situation in the
country if so, the detailsthereof,if not, the reasons therefor;

(d) whetherthe Governmenthas prepared/proposesto preparea roadmapto bring PSBs out of the
crisis of NPA,if so, the detailsthereof;and

(e) the measuresbeingtakento preventfurtherdeteriorationof the banksand the shift of customers
from banksto otherNon-bankingfinancialinstitution(NBFCs)?

ANSWER
To be answered by
THE MINISTEROF STATEIN THE MINISTRYOF FINANCE
(SHRI SHIVPRATAPSHUKLA)

(2): As per RBI’s FinancialStabilityReport(FSR) of June 2018, gross NPAsof scheduledcommercial
banks (SCBs) are stated to be at 11.6% in March 2018. Accordingto FSR, the baseline scenario for
stress testing, on the basis of regression modelling,indicates 12.2% gross NPA level for SCBs in
March 2019.

In respect of the above regression modellingoutput,it is pertinentthat out of the existingstock of
NPAs, about one-thirdare currentlyundergoingtimeboundinsolvencyresolutionprocess under the
Insolvency and BankruptcyCode, 2016, in the National CompanyLaw Tribunal (NCLT) and as
resolutionproceeds throughthe currentfinancialyear (FY), NPAs of banks would correspondingly
reduce. However,since regression modellingis based on historicalrates and trends, its output does
not capture impact of such events under way. Further,the Revised Frameworkfor Resolutionof
Stressed Assets issued in February2018 has had significant NPA impact in FY 2017-18, which
constitutesthe baseline for FY 2018-19. Such baseline effect is not captured in modellingand may
elevate modellingoutput.



(b) to (¢): Governmenthas adopted a comprehensiveapproach for addressingINPAs in the banking
system and improvingthe conditionof banks. The gross advances of Scheduled CommercialBanks
increasedfrom Rs. 25,03,431 croreas on 31.3.2008 to Rs. 68,75,748 croreas on 31.3.2014, as per the
globaloperationsdata of the Reserve Bank of India (RBI). Asset QualityReview(AQR)carriedout in
2015 for clean and fully provisioned bank balance-sheets revealed high incidence of NPAs. PSBs
initiatedcleaning up and expected losses on stressed loans, not providedfor earlierunder flexibility
given to restructuredloans, were reclassifiedas NPAsand providedfor. Such restructuringschemes
have been discontinued since. Further, upon, inter alia, the net NPA ratio breaching specified
monitoredthreshold, RBI placed eleven PSBs under its Prompt Corrective Action framework,in
order to restore their financial health. In parallel, to strengthen PSBs, Government began their
recapitalisatiorunderIndradhanushplan announcedin August2015, whichenvisaged capitalinfusion
of Rs. 70,000 crore by the Governmentover the four financialyearsand, to address the high NPAs
revealed subsequently by AQR, has followed this up with the announcementand initiation of
recapitalisationto the tune of Rs. 2,11,000 crore. This has been accompaniedwith a PSB Reforms
Agendafor systemicimprovementsin banks. Underthe PSBs Reforms Agenda, PSBs have created
Stressed Asset Managementverticalsfor stringentrecovery segregated pre- and post-sanctionfollow-
up roles for clean and effective monitoringjnitiatedcreationof onlineone-timesettlementplatforms
and committedto monitoringarge-valueaccountsthroughspecialisedmonitoringagencies.
Further,for creatinga clean and effective recoverysystem, Governmenthas enacted the Insolvency
and Bankruptcy Code, amended the Securitisationand Reconstructionof Financial Assets and
Enforcementof SecuritiesInterest Act,2002 (SARFAESIAct) to make it more effective, established
six new Debts Recovery Tribunalsand improved the recovery systems within PSBs. Further, the
Banking Regulation Act, 1949 has been amended, to provide for authorisationto RBI to issue
directionsto banks to initiatethe insolvencyresolutionprocess under IBC. As per RBI’s directions,
cases have been filed underIBC before the National Companylaw Tribunal(NCLT)in respect of 39
large defaulters,amountingto aboutRs. 2.69 lakhcrore funded exposure (asof December2017).
Thus, by recognising NPAs transparently, up-front provisioning, recapitalisation for bank
strengtheningreforms for comprehensivesystemicimprovementsin banks,and cleaningup lending
and recoverysystems,Governmenthas put in place a clean and robust bankingystem.

As regards customer base of banks, the same is reflected in their account base. The number of
deposit accounts of scheduled commercialbanks has registered an increase of 26.9% from 143.99
crore in March 2015 to 182.67 crore in March2017. As regards PSBs, for improvingtheir customer
attractiveness,they have takena numberof measuresunderthe PSB Reforms Agendafor enhancing
access and securingservice excellencein bankingservices through measures such as digital banking,
near-home banking, customer comfort, ease of grievance redressal, senior-citizenand differently-
abled friendlybankingservices, proactivedeliveryof creditthroughautomatedprocesses.
GovernmentpresentsthB EconomicSurvelyin Parliament everyearon the economicsituation.



