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610:
SHRI P.K. KUNHALIKUTTY: SHRI A. ARUNMOZHITHEVAN:

SHRIJYOTIRADITYAM. SCINDIA:
Willthe Ministerof FINANCEDbe pleased to state:

a) whetherthe Public Sector Banks (PSBs) have writtenoff bad loans worthRs. 1.44 lakh crore
whichis nearlyone and a half times morethantheirtotallosses postedin 2017-18;

b) if so, the facts and detailsthereof;

¢) the basis on which PSBs have writtenoff loans and removed from the bank’s balance sheet
during2017-18;

d) whetherthe guidelinesof the Reserve Bank of India have been adheredto by the PSBs thatloan
writeoffs are not done in arbitraryand non-transparentways;and

e) 1if so, the steps takenbythe Governmentfor faster resolutionof stressed accounts?

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

(2) to (¢): As per Reserve Bank of India (RBI) guidelinesand policyapproved by bank Boards, non-
performingloans, including,inter-alia, those in respect of whichfull provisioninghas been made on
completionof four years, are removed from the balance-sheet of the bank concerned by way of
write-off. Writing-offof non-performingassets is a regularexercise conductedby banksto clean up
theirbalance sheet, and achievingtaxationefficiency. Writingoff of loans is done, inter-alia, for tax
benefit and capital optimisation.Borrowers of such written off loans continue to be liable for
repayment.Recoveryof dues takes place on ongoingbasis under legal mechanisms,whichinclude
inter-alia, the Securitizationand Reconstructionof Financial Assets and Enforcement of Securit;
Interest Act SARFAESIAct),and Debts RecoveryTribunals(DRTSs). Therefore,write-off does not
benefitborrowers.

Asset QualityReview (AQR)carriedout in 2015 for clean and fullyprovisionedbank balance-sheets
revealed high incidence of Non-PerformingAssets (NPAs). Expected losses on stressed loans, not
provided for earlier under flexibilitygiven to restructuredloans, were reclassified as NPAs and
provided for. PSBs initiated cleaning up by recognisingNPAs and provided for expected losses.
Primarilyas a result of AQR and subsequent transparent recognition,the gross NPAs of PSBs
increased by Rs. 6,16,586 crore between March 2015 and March 2018 (provisionaldata), as per RBI
data. As per RBI guidelinesand policyapproved by bank Boards, non-performingloans, including
inter-alia, those in respect of whichfull provisioninghas been made on completionof four yearsare
removed from the balance-sheet of the bank concerned by way of write-off. Thus, the amoun
written off during the financial year 2017-18 is substantiallyon account of such stressed loan



accounts of earlier years, which have been transparentlyrecognised following AQR and fully
provisioned. As per RBI data on global operations, during the financial year (FY) 2017-18, the
aggregate writtenoff amountfor PSBs was Rs. 1,28,229 crore.

As regards profit,as per provisionaldata reportedby banks, PSBs had an aggregate operatingprofit
of Rs. 1,55,586 crore in FY 2017-18. Due to transparent recognition of NPAs by PSBs and
consequent requirementof ageing provision,they have reported aggregate net loss of Rs. 85,37C
crorein the financialyear.

(d): RBI has informedthat complianceto its guidelinesare examinedon sample basis by RBI’s Senior
SupervisoryManagers of the respective banks during the supervisoryprocess and observations, if
any,are takenup withthe bankfor rectification.

(¢): A numberof steps have been takenfor faster resolutionof stressed accounts.

The Insolvency and BankruptcyCode (IBC) has been enacted to create a unified frameworkfor
resolvinginsolvencyand bankruptcymatters. The BankingRegulationAct, 1949 has been amended
to providefor authorisationto RBI to issue directionsto banksto initiatethe insolvencyresolutior
process under IBC. Under this, by adopting a creditor-in-saddle approach, with the interin
resolution professional taking over managementof affairs of corporate debtor at the outset, the
incentiveto resortto abuse of the legal systemhas been takenaway.This coupled withdebarmentof
wilfuldefaultersand personsassociated withNP A accountsfrom 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 Company Law Tribunal (NCLT) in respect of 39 large
defaulters,amountingto about Rs. 2.69 lakh crore funded exposure.In addition,recapitalisationof
PSBs, announced and initiated by the Government, has enabled upfront provisioning, easing
apprehensionsin activelypursuingresolution.As per data reportedby PSBs in May2018, 1,402 cases
pertainingto stressed accounts of PSBs, amountingto Rs. 3,44,062 crore, have been admitted in
NCLT Several of these are at an advanced stage, includingaccountsof high value. Recoveryin these
has begun, with reported deductionin NPAs of PSBs of Rs. 34,463 crore in the first large-value
account. Throughthese steps, a clean and effective system hasbeen putin place.

Further, the Securitisationand Reconstructionof Financial Assets and Enforcement of Security
Intereqt Act,2002 (SARFAESIAct) has been amended for faster recoverywitha provisionfor three
monthsimprisonmentin case the borrowerdoes not provideasset details and for the lenderto get
possession of mortgagedpropertywithin30 days. Also, six new Debts RecoveryTribunalhave been
establishedto expediterecovery.

In additionto the above changes in the financial ecosystem, reforms have been initiatedin public
sector banksunderthe PSB reforms Agendaannouncedby the Governmentthis January.These wil
help avoid recurrenceof a situationof high NPAsand enable resolution/recoveryn respect of NPA
accounts, PSBs have committedto ensure at least 10% share in consortlumlendmg,rmg—fencmgof
cash flows, strict enforcementof conditionsof sanction, engaging spec1allsed monitoringagencies
for loans above Rs. 250 crore for clean post-sanction follow up, ensure strict role segregation and
settingup of Stressed Asset ManagementVerticalsfor stringentrecovery.

In addition, under the PSBs Reforms Agenda, PSBs have created Stressed Asset Managemen
verticals for stringent recovery, segregated pre- and post-sanction follow-up roles for clean and
effective monitoring,initiatedcreation of online one-time settlement platforms and committedto
monitoringarge-valueaccountsthroughspecialised monitoringagencies.



