GOVERNMENTOF INDIA
MINISTRYOF FINANCE
DEPARTMENTOF FINANCIAISERVICES

LOK SABHA
STARRED QUESTION NO: #133
TO BE ANSWEREDON THE 1t JULY, 2019/ASHADHAIO0, 1941(SAKA)

Liquidity Crisis in NBFCs
*133:SHRIRAVNEET SINGHBITTU:
Willthe Ministerof FINANCEDbe pleased to state:

(a) whetherthe Governmentproposes to solve the liquiditycrisis being faced by the
NBFCsin the country;

(b) if so, the detailsthereof includingthe measurestaken by the Governmentto address
the issue;

(c) whether the Government proposes to strengthen the Reserve Bank of India in
dealing with the NBFCs by amendingthe BankingRegulationAct, 1949, if so, the
detailsthereofand if not, the reasonstherefor;and

(d) whether the Government plans to recapitalise the struggling NBFCs such as
IL&FS/DHFLand if so, the detailsthereof?

ANSWER
To be answered by
FINANCEMINISTER
(Smt. Nirmala Sitharaman)
(a) to (d): A statementis laid on the Table of the House.



Statementas referredto in reply to parts (a) to (d) of Lok Sabha StarredQuestion
no. *133foranswer on 0Tt July,2019/Ashadha10(Saka), 1941regarding

“Liquidity Crisis in NBFCs” by SHRIRAVNEET SINGH BITTU, Hon’ble
Member of Parliament

(2) to (d): Non-BankingFinance Companies(NBFCs)are regulatedand supervisedby the
Reserve Bank of India (RBI) as per powersvested in it underthe provisionscontainedin
ChapterIIIB of the Reserve Bank of India Act, 1934. RBI has informedthat it is closely
monitoringthe liquiditypositionof the NBFCsand willcontinueto monitorthe activit,
and performance of the NBFC sector with a focus on major entities and their inter-
linkageswith other sectors. RBI has furtherinformedthat witha view to strengthenthe
NBFCs and maintainstabilityof the financial system, RBI has been taking necessary
regulatoryand supervisorysteps.

As per RBI inputs,a numberof measures have been taken to improvethe liquidityfor
NBFCsincludinggnser alia, the following:

() Open market operations were conducted, in addition to regular Liquidit
AdjustmentFacilityauctions,to injectliquidityin financialmarkets.

(i) RBI permittedspecial dispensationto banks up until 31%* March 2019, whereb:
their incrementalcredit to NBFCs and HFCs after October 19, 2018, could be
treatedas high qualityliquidassets for calculationof LiquidityCoverageRatios.

(iif) The single-borrowerexposure limitfor NBFCsthat do not finance infrastructur
was increased from 10 percent to 15 percent of capital funds, up to 31 Marct
2019.

(iv) Banks were permitted to provide partial credit enhancement for non-deposii
accepting systematically-importantNBFCs registered with RBI and HFC:
registeredwithNHB as per guidelines.

(v) RBIreducedthe minimumaverage maturityrequirementfor External Commereciz
Borrowingsin the infrastructurespace raised by eligibleborrowersfrom five year:
to threeyears.

(vi) To encourage NBFCs to securitise/assign their eligible assets, the Minimun
Holding Period requirementfor originatingNBFCs was relaxed till Decembei
2019.

(vi) NBFCs were provided regulatoryconcessions to enable restructuringof MSME
loans.

(viit) NBFCswithassets over Rs. 5,000 crore have been asked to appointa Chief Risk
Officerto improvethe standardsof risk management.

Government has received a proposal from RBI to strengthen RBI’s regulatoryand
supervisorypowers under the Reserve Bank of India Act, 1934, and the same is under
consideration.

Government,from time to time, infuses capital in public sector NBFCs based on an
objective assessment of requirements.There is no proposal under considerationof the
Governmentto recapitaliseprivate NBFCs.
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