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Willthe Ministerof FINANCEDbe pleased to state:

(a) whether the Non-Performing Assets (NPAs) accumulated by Indian lenders are
higherthan those of banks in most major economies, includingthe US, UK, Chin:
and Japan, if so, the details thereof and the rank of India out of the major worlc
economiesplaguedby bad loans;

(b) whethergross NPAsincreasedto 10.2 percentin September,2017, comparedto 9.6
percent in March, which has cautionedagainst further deteriorationas gross NPA:
could inch up to 10.8 percent by March 2018, if so, the details thereof and the
measurestakento reduce the gross NPAs;

(c) whetherthe Governmentand Reserve Bank of India (RBI) are readyingto deal witt
the bad loan problem,includinga one-time settlementscheme for weak sectors and
penal action against siphoning of funds, if so, the details thereof and the
plan/schemeprepared/formulatedy the Governmentin this regard;

(d) whetheranycomprehensivestrategyhas been chalkedout by the Governmentto nab
the defaultersand if so, the detailsthereof;and

(e) whetherthe Governmenthas obtained forensic audit report of the banks on majos
defaultersand if so, the details thereof and the time by which action is likelyto be
initiatedagainst the defaulters?

ANSWER
To be answered by
THEMINISTEROF STATEIN THEMINISTRYOF FINANCE
(SHRI SHIVPRATAPSHUKLA)
(2): Reserve Bank of India (RBI) has informedthat from country-wisedata on ratio of
non-performingloans to total gross loans availableon the InternationalMonetaryFund
database, it is observed that the ratio for India compares adversely with those of USA

UK, Chinaand Japan.

(b) to (e): As per Reserve Bank of India (RBI) data on global operations,the aggregate
gross advances of PublicSector Banks (PSBs) and Scheduled CommercialBanks (SCBs)
increased from Rs. 18,19,074 crore and Rs. 25,07,885 crore respectivelyas on 31.3.200¢



to Rs. 52,15,920 crore and Rs. 68,75,748 crore respectivelyas on 31.3.2014. As per RBI
inputs, the primaryreasons for spurt in stressed assets have been observed to be, 7nter-
alia, aggressive lending practices, wilfuldefault / loan frauds / corruptionin some cases,
and economic slowdown. Asset QualityReview (AQR) initiatedin 2015 for clean and
fully provisionedbank balance-sheets revealed high incidence of non-performingassets
(NPAs). As a result of AQR and subsequent transparentrecognitionby banks, stressed
accounts were reclassifiedas NPAsand expected losses on stressed loans, not providec
for earlierunderflexibilitygiven to restructuredloans, were providedfor. Further,during
the financial year (FY) 2017-18, all such schemes for restructuringstressed loans were
withdrawnPrimarilyas a result of transparentrecognitionof stressed assets as NPAs
gross NPAs (GNPAs) of SCBs, as per RBI data on global operations, rose from
Rs. 3,23,464 croreas on 31.3.2015 (4.3 % of gross advances), to Rs. 7,90,556 crore as on
31.3.2017 (9.3 % of gross advances), to Rs. 8,50,178 crore as on 30.9.2017 (9.8 % of
gross advances), to Rs. 10,36,187 croreas on 31.3.2018 (11.2 % of gross advances) and as
a result of Government’s4R’s strategy of recognition,resolution, recapitalisationand
reforms, have since declined to Rs. 10,09,286 crore as on 31.12.2018 (10.3 % of gross
advances, as per provisionaldata).

A number of measures have been taken to expedite and enable resolution of NPAs
includingnter alia, the following:

(1) The Insolvencyand BankruptcyCode, 2016 (IBC) has been enacted, which has
providedfor takingover the managementof the affairs of the corporatedebtorat
the outset of the corporate insolvency resolution process. Coupled witt
debarmentof wilful defaultersand persons associated with NPA accounts from
the resolution process, this has effected a fundamental change in the creditor.
debtorrelationship Further,the BankingRegulationAct, 1949 has been amendec
to provide for authorisationto RBI to issue directionsto banks to initiatethe
insolvency resolution process under IBC. As per RBI’s directions under the
aforesaid amended provision in the Banking Regulation Act, 1949, cases have
been filed under IBC before the National CompanyLaw Tribunal (NCLT) in
respect of 41 borrowers,12 of which had cumulative outstanding amount of
Rs. 1,97,769 crore as on 31.3.2017 and the remaining29 had outstandingamoun:
of Rs. 1,35,846 croreas on 30.6.2017.

(2) The Securitisationand Reconstructionof Financial Assets and Enforcement of
SecurityInterest (SARFAESI) Act has been amended to make it more effective.
with provision for 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.

(3) Underthe PSB Reforms Agenda, PSBs have created Stressed Asset Managemen
Verticalsfor stringentrecovery,segregated pre- and post-sanctionfollow-uproles
for clean and effective monitoringjnitiatedcreationof onlineone-timesettlemen
platforms,and committedto monitoringlarge-valueaccounts throughspecialisec
monitoringagencies.

Enabled by the above steps, as per RBI data on global operations,since the initiationof
transparentrecognitionin FY 2015-16 tillDecember2018 (as per provisionaldata), SCBs
successfullyrecoveredan amountof Rs. 3,62,120 crore.



Withregardto scheme for weaksectors, witha view to facilitatemeaningfulrestructurin
of stressed Micro, Small and Medium Enterprises (MSME) loan accounts, RBI has
permitteda one-time restructuringof existingloans withexposureup to Rs. 25 croreto
MSME:s without classifyinghemas NPA.

Withregard to action against siphoningof funds, actionis taken by lenders under RBI’s
Master Circularon WilfulDefaultersand its Master Directionson Frauds - Classificatio
and Reportingby commercialbanks and select FIs. RBI Master Directionsenvisage that
forensicauditbe undertakenand acted upon by banks,and do not envisage actionin this
regard by the Government.Underthe said RBI directions/instructionsand in additior
to these, a number of steps have been taken against defaulters, including,inser-alia, the
following:

(1) As per RBI instructions, wilful defaulters are not sanctioned any additiona
facilitiesby banks or financialinstitutionsgheirunitis debarredfrom floatingnew
venturesfor five years,and lenders may initiatecriminalproceedingsagainst them
wherevernecessary.

(2) As per data reportedby PSBs, as on 31.12.2018,2,881 FIRs have been registerec
against wilfuldefaulters, 9,594 suits have been filed for recoveryfrom them, and
action has been initiatedunderthe SARFAESI Act,2002 in respect of 7,774 cases
of wilfuldefaulters.

(3) Under the Securities and Exchange Board ofilndia (Substantial Acquisitionof
Shares and Takeovers) (Second Amendment)Regulations,2016, wilfuldefaulter:
and companies with wilfuldefaultersas promoters/directorshave been debarrec
from accessing capital marketgo raise funds.

(4) Under the Insolvency and BankruptcyCode, 2016 wilful defaulters have been
debarredfrom participatingn the insolvencyresolutionprocess.

(5) The Fugitive Economic Offenders Act, 2018 has been enacted to provide for
attachment of property of a fugitive economic offender, confiscation of his
propertyand disentitlinghim from defendingany civilclaim.

(6) Governmenthas asked PSBs to examine all accounts exceeding Rs. 50 crore, if
classified as NPA, from the angle of possible fraud and to immediatelyinitiat
examinationof the issue of wilfuldefaultonce a fraud is reported.

(7) Instructions/advisorieshave been issued by Governmentto PSBs to decide on
publishingphotographsof wilfuldefaulters,in terms of RBI’s instructionsand as
per their Board-approvedpolicy,and to obtain certified copy of the passport of
the promoters/directorsand other authorised signatories of companies availing
loan facilitiesof morethanRs. 50 crore.



