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QUESTION
STRESSED ASSETS

3926: SHRI SISIR KUMARADHIKARI:
Willthe Ministerof FINANCEDbe pleased to state:

(a) whetherGovernmenthas taken initiativesto rescue banks from huge debt of over
Rs. 8,75,000 croregross Non PerformingAssets (NP As),if so, the detailsthereof;

(b) whether the Government has tried to dilute the mechanism for resolution of
stressed assets and the time bound process of repaymentschedule policyof Reserve
Bank ofIndia (RBI); and

(c) if so, the detailsthereofand the reasons therefor?

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

(a) to (c): As per RBI inputs,the primaryreasons for spurt in stressed assets have been
observedto be, inter-alia, due to aggressive lendingpractices, wilfuldefault / loan frauds
/ corruptionin some cases, and economic slowdown. Asset QualityReview (AQR)
carried out in 2015 for clean and fully provisionedbank balance-sheets revealed high
incidence of Non-PerformingAssets (INPAs). Stressed loans, not provided for earlier
under flexibilitygiven to restructuredloans, were reclassifiedas NPAsand providedfor
expected losses. Duringfinancial year (FY) 2017-18, all such schemes for restructuring
stressed loans were withdrawn.Primarilyas a result of transparent recognition of
stressed assets as NPAs, gross NPAs of Public Sector Banks (PSBs) (as per RBI’s off-
site returnsglobal operationsprovisionaldata, as on 31.3.2018) was Rs.8,95,601 crore.

To strengthenbanks, unprecedentedrecapitalisationof PSBs of Rs. 2,11,000 crore was

announcedin October2017. Pursuantto this,Rs. 88,139 crore was infused during2017-

18 and Rs. 65,000 crore has been budgeted for 2018-19 for this purpose, out of which
Rs. 11,337 crorehas been infused so far inthe currentFY.

A numberof initiativeshave been takento comprehensivelyaddress NPAsin banksand
to strengthenthe mechanismfor resolutionof stressed assets and makingit timebound,
whileempoweringRBI to direct banks to initiatethe process for timeboundresolution.
The Insolvency and Bankruptcy Code (IBC) has been enacted to create a unified
frameworkfor resolving insolvencyand bankruptcymatters. The Banking Regulation



Act, 1949 has been amended, to provide for authorisationto RBI to issue directionsto
banksto initiatethe insolvencyresolutionprocess under IBC. Underthis, by adoptinga
creditor-in-saddle approach, with the interim resolution professional taking over
managementof affairs of corporatedebtorat the outset, the incentiveto resortto abuse
of the legal system has been taken away. This, coupled with debarment of wilful
defaultersand persons associated with NPA accounts from the resolutionprocess, has
affected a fundamentalchange in the creditor-debtorrelationship Further,as per RBI’s
directions, cases have been filed under IBC in the National CompanyLaw Tribunal
(NCLT)in respect of 39 large defaulters,amountingto aboutRs. 2.69 lakh crore funded
exposure,as on 31.12.2017. The rate of recoveryis dependent,inter-alia, on the qualityof
the asset in each case, the potentialfor the sector concerned, and market conditions.
Prior to enactment of the IBC, options available to banks for resolutionof stressed
assets were restructuringof loans under variousschemes of RBI, a one-time settlement
by way of compromise,and filing of suits and enforcement of decree for recovery
thereafter. These were not time-bound,and tapped either onlythe defaultingborrower
or a limitedpool of potentialbuyers.IBC haB made resolutionof stressed assets time-
bound and transparent, with price discovery from a wider pool of buyers. Such a
transparentand open resolutionprocess offers banksa fair price discoverymechanism.
The Securitisationand Reconstructionof Financial Assets and Enforcementof Security
Interedl Act,2002 has been amended to make it more effective with provisionfor three
months imprisonmentin case the borrowerdoes not provide asset details and for the
lender to get possession of mortgaged property within30 days. Also, six new Debts
RecoveryTribunalshave been establishedto expediterecovery.

In addition to the changes in the financial ecosystem, reforms have been initiatedin
PSBs under the PSB Reforms Agendaannouncedby the Governmentin January2017.
These will help avoid recurrenceof a situationof high NPAs and enable resolution/
recoveryin respect of NPAaccounts,PSBs have committedto ensure at least 10% share
in consortiumlending, ring- fencingof cash flows, strict enforcementof conditionsof
sanction, engaging specialised monitoringagencies for loans above Rs. 250 crore for
clean post-sanction follow up, ensure strict role segregation and setting up of stressed
asset managementverticalsfor stringentrecovery.



