GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAL SERVICES
LOK SABHA

UNSTARRED QUESTION NO. 1895
TO BE ANSWERED ON THE 28T DECEMBER 2018/ AGRAHAYANADO, 1940(SAKA)
Non-Banking Financial Companies

1895. SHRIKONAKALLANARAYANARAO:
SHRIRAVNEET SINGH:

Willthe Ministerof FINANCEDbe pleased to state:

() whetherthe Governmenthas takennote of the Non-BankingFinancial Companie
(NBFCs)whichare sufferingfrom liquidityissues/significantliquiditycrunchrecently;

(b) if so, the detailsthereof;

(c) the mannerin whichthe Governmenthas reassured the investorsin the wake of
this crisis;

(d) whetherthe Governmenthas providedany additionalliquidityto the NBFCs,if so,
the detailsthereof;and

(e) the other steps taken by the Governmentto provide additional liquidityto the
NBFCs?

ANSWER

Minister of State in the Ministryof Finance
(SHRI SHIVPRATAPSHUKLA)

(2) and (b): As per inputs received from the Departmentconcerned, marketparticipant
have reportedon tightliquidityconditionspursuantto the default on its debt obligation
by Infrastructure Leasing & Financial Services Limited (IL&FS), a large Systemicall
ImportantNon-DepositAcceptingCoreInvestmentCompany(CIC-ND-SI). The overal
liquidityconditionsin the bankingsystem have otherwisealso been pressursed since the
second half of August2018 due to factors likeincrease in credit off-take, festive demand
fund requirementsegtc.

(c): Governmentsuperseded the existingBoard of IL&FS,and appointeda new Board of
Directorson 1%t October2018, whichhas been tasked withthe responsibilityof preparing
a robust and time-bound resolution plan. The Financial Stability and Developmen
Council(FSDC) in its 19 meetingheld on 30" October2018, discussed at length, inzer
aliathe current liquiditysituation,includingsegmental liquidityposition in the NBFC:
and mutualfund space.



(d) and (e): Reserve Bank of India (RBI) has apprised that the followingmeasures have

been takento improvethe liquidityin the marketand to improvethe liquidityof NBFCs:
(1) Open market operations were conducted in addition to regular Liquidit
AdjustmentFacility(LAF) auctionsto injectliquidityin the financialmarkets.

(2) RBI permittedbanks to reckon Governmentsecurities held by them up to an
amountequal to theirincrementaloutstandingcreditto NBFCsand HousingFinance
Companies (HFCs), over and above the amount of credit to NBFCs and HFC:
outstandingon theirbooks as on 19" October2018, as Level 1 High QualityLiquic
Asset (HQLA) under the Facilityto Avail Liquidityfor Liquidity Coverage Ratic
(FALLCR)withinthe mandatoryStatutoryLiquidityRatio (SLR) requirement.This s
in addition to the existing FALLCR of 13 percent of Net Demand and Time
Liabilities (NDTL), and limited to 0.5 percent of the bank’s NDTL. The above
additionalFALLCRwillbe availableup to31% December2018.

(3) The single borrowerexposure limitfor NBFCsthat do not finance infrastructur
stands increasedfrom 10 percentto 15 percentof capital funds, up to 31% December
2018.

(4) Banks were permitted on 2°¢ November 2018 to provide Partial Credi
Enhancement (PCE) withinthe aggregate PCE exposure limitof 20% for bonds of
minimumtenor of three yearsissued by NBFC-ND-SIs registered with the RBI and
HFCsregisteredwiththe NationalHousingBank, withinone percentof capital funds
and with regard to extant single/groupborrowerexposure limitsfor refinancingthe
existingdebt.

(5) RBI reduced the minimumaverage maturityrequirementfor External Commerciz
Borrowings(ECBs) in the infrastructurespace raised by eligibleborrowersfrom five
yearsto three yearswitheffect from 6" November2018.

(6) To encourage NBFCsto securitise/assigntheir eligibleassets, in respect of loans
of original maturityabove five years, RBI has relaxed till May 2019 the Minimun
Holding Period requirementfor originatingNBFCs to receipt of repaymentof six
monthlyinstalments or two quarterlyinstalments, subject to Minimum Retentio:
Requirementfor such securitisation/ a531gnmentransact10nsbelng 20% of the book
value of the loansbeingsecuritisedor 20% of the cash flowsfrom the assets assigned



