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FORTY-SIXTH REPORT OF THE COMMITTEE ON PETITIONS 
(SIXTEENTH LOK SABHA) 

INTRODUCTI ON 

I, the Chairperson, Committee on Petitions, having been authorised by the 
Co1mnittee to present the Repo1t on their behalf, present this F 01ty-SixthAction Taken 
Repo1t (Sixteenth Lok Sabha) of the Committee to the House on the Action Taken by 
the Government on the recommendations of the Committee on Petitions made in their 

Thirtieth Report (Sixteenth Lok Sabha) on the Representation received from 
Shri Rajendra Prasad regarding alleged collusion of high profile people, industrialists 
w ith bank officials in getting sanctioned large amount of Bank Loans resulting into 

growing Non-Pe1formingAssets (NPAs). 

2. The Committee considered and adopted the draft Fo1ty-Sixth Action Taken 
Repo1t at their sitting held on 30 November, 2017. 

3. Tue obse1vations/recommendations of the Committee on the above matters 
have been included in the Report. 

NEWDELHr; 
30 November, 2017 

9 Agrahayana, 1939 (Saka) 

(v) 

BHAGAT SINGH KOSHYARI. 
Cha;rperson, 

Committee on Petitions. 



REPORT 

ACTION TAKEN BY THE GOVERNMENT ON THE RECOMMENDATIONS 
MADE BY THE COMMITTEE ON PETITIONS (SIXTEENTH LOK SABHA) 

IN THEIR THJRTIETH REPORT ON THE REPRESENTATI ON RECEI VED 
FROM SHRI RAJE NDRA PRASAD REGARDING ALLEGED 

COLLUSION OF HIGH PROFILE PEOPLE, INDUSTRIALI STS 
WITH THE BANK OFFICIALS IN GETTING SANCTIONED 

LARGE AMOUNT OF BANK LOANS RESULTING 
INTO GROW1NG NON-PE RFORMING 

ASSETS (NPAs) 

The Conunittee on Petitions (Sixteenth Lok Sabha) in their Thiitieth Report 
presented to Lok Sabha on 16 March, 2017 had dealt w ith a Repres entation received 
from Shri Rajendra Pras ad regarding alleged collus ion of high profile people, 
indus trialists w ith the bank officials in getting s anctioned large amount ofBank Loans 
res ulting into grow ing Non- Perfonning As s ets (NPAs ) .  

2. The Committee had made certain obs ervations /recommendations in the matter 
and the Ministty ofF inance (Depaitment ofF inancial Services ) were asked to implement 
the recommendations and w ere reques ted to furnish their action taken replies thereon 
for cons ideration of the Conunittee. 

3. Action Taken Notes have s ince been received from the Ministty of Finance 
(Department of Financial Services ) in respect of all the obse1vations/recommendations 

contained in the afores aid Repo1t. The recommendations made by the Committee and 
the replies furnis hed thereto by the Minis tty of Finance (Depaitment of Financial 
Services ) have been detailed in the s ucceeding paragraphs. 

4. I n  pai·as 18, 19, 20 and 21 of the Rep01t , the Conunittee had obs erved/ 
reco1mnended as follow s :-

"The Conunittee are deeply concemed to note that in spite of vaii.ous meas ures 
tak en by the Government and the Rese1ve Bank of India (RBI) from time to 
time. the burgeoning trend of Non-Perfonning Assets (NPAs) is not only 
affecting the vital financial and va1i.ous other s ectors of the economy but al so 
rais ing a big ques tion mark about the credibility of the bank ing s y s tem in the 
cotmtly. 

The Conunittee tak e a ve1y s e1i.ous note of the fact that instead of w itnes s ing 
a declining trend, the Gross NPAs of the Scheduled Commercial Bank s 

(SCBs ) ,  especially ,  the Public Sector Billlks (PSBs )  have s hown a progres s ive 
u·end during the recent y ears. For ins tance, in Mai·ch 2013, the Gros s NPAs 
in respect of PSB s ,  Private Banks and SCBs w ere Rs. 1 ,55,890 crore, 

Rs. 19,992 crore and Rs. 1, 838,54 crore respectively w h ich, in March 2016, 
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galloped to an alanning level of Rs. 4,76, 816, Rs. 49,155 and Rs. 5,41,763 
crore respectively . Within this short period of three y ears, in tenns of 

percentage, the GNPAs for PSBs and SCBs rose to 205% and 194% 
respectively . 

The Committee further note w ith concern that taking the GNPAs and the 
restrnctured advances together. as on March, 2016, the stress on SCBs w as 
11.44%, w hereas, on PSBs, the same stood to 14. 34%. 

A careful scrutiny of the statistical details of gross and net NPAs in Scheduled 
Commercial Banks, Public Sector Banks, Old Private Sector Banks, New 
Private Sector Banks and Foreign Banks in the country , published by the 

Reserve Bank of India, brings out the fact that such an unabated trend in the 
volume of Gross NPAs during the last decade, raises serious question about 
the objectivity and the efficacy of the mechanism to deal w ith NPAs. Being 
totally dissatisfied w ith the overall management of NPAs at various strata of 

policy making, viz., the Govenunent, the Reserve Bank of India and more 
impo1iantly the operational levels of the PSBs and the SCBs, the Committee 
intend to caution the management of PSB s/SCBs to professionally manage 
the sanctioning of loans and devise all the requisite w herew ithals to notice 
early signs of stress on the loans disbursed by them for taking urgent coITective 
measures. The Committee are also of the finn view that there is an urgent 
need for PSBs/SCBs to reduce their stressed assets and clean up their balance 
sheets - w hich w ould increase their ability as also their credibility to raise 
capital in the future. The Committee, therefore, strongly recommend that the 
Government should take urgent remedial measures to put a check on the 
burgeoning trend ofNPAs and to reduce the volume of stressed assets in the 
colmtly. The Committee w ould like to be apprised of the outcome of renewed 
strategy w orked out by the Ministly of Finance (Department of Financial 

Services) - in coordination w ith the Reserve Bank of India and the 
Management of PSBs/SCBs." 

5. fu their action taken reply, the Minist1y of Finance (Depa1tment of Financial 
Services) has submitted as follow s:-

Measures by the Govemment:-

"During Financial Year 2016, Reserve Bank of India starte<l the process of 
Asset Quality Review (AQR) to ensure that banks w ere taking proactive steps 
to clean up their balance sheets. Weak loans w ere identified by w ork ing w ith 
banks and upon identification, bank s w ere instructed to provide for the same 
during two quarters of FY16. This aggressive identification, w hich is a 
necessruy step in reduction ofNPAs, has also increased the NPA count. 

During F. Y 2016-17, an amount of Rs. 25,000 crore has been infused in 
PSBs to improve their financial conditio n. It has been decided that. PSBs 
w ill get capital from Government of India on a need based criteria if they 
chalk out a strategic tmnaround plan PSBs agreeing to participate in strategic 
capital infusion, w ould sign a tripartite Memorandum of Understanding (MoU) 
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between Government oflndia, Public Sector Bank Management and E mployee 
Un.ions of PSBs. PSBs management w ill be required to commit to a time 
bound restmcturing and turnaround plan. They can take external help in 
developing and executing th e  tmmround plan. The plan w ill have to be agreed 
upon w ith the Government of I ndia and employee unions. The plan should 
have quarterly milestones to track progress. 

The objective is to ensure that bank s tmde11a k e  certain measures so as to be 
able to become self-sufficient in tenns of capital. This plan is based on one 

prima1y tenet- the release of capital is linked to the success of ttunaround 
plan of each PSU bank, The turnaround plan could be a five-year plan. To 
ensure the success of this plan, the recipient bank's board, management, 
employees and unions must have considerable stak e in the success of the 

plan. It has been indicated that the capital wh ich may be considered to be 
infused based on CET-1 requirement as analysed and may be proposed by 

Reserve Bank of India. Achievement against Qua1terly benchmarks shall be 
monitored by the Board. 

The I nsolvency and Bank ruptcy Code (IBC) has been enacted and 
amendments in the Securitisation and reconstruction of Financial Assets and 

Enforcement of Security I nterest (SARF AES 1) and the Recovery of Debts 
due to Banks and Financial I nstitutions (RDDBFI) Acts have been done to 
improve resolution/recovery of bank loans. The Government has recently 
issued advisory to banks to take action against guarantors in event of default 
by boffower under relevant sections of SARFAESI Act, I ndian Contract Act 
& RDDB&FI Act, since in the event of de fault; the liability of the guarantor 
is co-extensive w ith the bo1rnwer. 

An Ordinance Banking Regulation (Amendment) Ordinance, 2017 has been 
promulgated on 4th May, 2017 auth01ising RBI to issue directions to any 
bank ing company to initiate insolvency resolution process in respect of a 
default, tmder the provisions of the I nsolvency and Bankmptcy Code. 2016 

(IBC). Fmther Reserve Bank is empowered to issue directions to the banking 
companies on resolution of stressed assets. 

Immediately upon the promulgation of the Ordinance, RBI issued a directive 
reducing the consent required for approval of a proposal under the Joint 

Lenders Fomm to 60 per cent by value instead of 75 per cent earlier, w hile 
keeping that by number at 50 pe rcent. Participating bank s have been mandated 
to implement the decision of JLF w ithout any additional conditionality. Also, 
the Boards of bank s  w ere advised to empower their executives to implement 

JLF decisions w ithout fmther reference to the111. I t  has been made clear to the 
banks that non-adherence w ould invite enforcement actions. 

Government of India has taken sector specific initiatives for Steel Sector, 
Road Sector, Power Sector, Mines and Minerals Sector, Telecom Sector and 
MSME sector like (i) Notification of Minimum Import Price (MIP) on certain 
Iron & Steel products and imposition of Anti-Dumping Duty (ADD) on 
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impo1t of alloy or non-alloy steel for specific period; (ii) One time fund 
Infusion for Stranded Projects in Road sector; (iii) Ujwal DISCOMAssurance 

Yojana (UDAY) .  E-Auction of Coal Block and Solar Park Scheme; 
(iv) Telecom companies allowed buying and selling rights to unused spectnun 
among themselves, Spectnun Usage Charges (SUC) red uced to 3 per cent 
against the 5 per cent. 

Meetings of Committee of Secretaries have been held on 9th March, 2017 
and 29th March, 2017 w herein nodal ministries 1;iz. Mio Power, Steel, 
Shipping, Textile, MNRE, Telecommunication and MSME have constituted 
Inter-Ministerial Groups (IMGs) for each sector under stress to examine 
affecting viability and repayment capacity and fimlish recommendations for 
resolution of stressed assets. 

Measures by the Reserve B ank of lndia:-

In order to address the issue of management of stressed assets in banks, 
Reserve Bank of India has taken a number of regulato1y initiatives in the 
recent y ears. Such regulato1y initiatives of Reserve Bank on stressed assets 
fall into the following six broad themes:-

(i) Framework for Revitalising Distressed Assets in the Economy. 

(ii) Optimal strncturing of credit facilities. 

(iii) Ability to change ownership/management. 

(iv) Deep Restrncturing of Stressed Assets. 

(v) Steps to address delay s in project implementation. 

(vi) Speedy Exit from UnviableAccounts. 

(i) Framework for Revitalising Distressed Assets in the Economy 

The framework focuses on improving/incentivising banks' ability in early 
identification of problem cases, tin1ely restruchumg of accounts w llich are 
considered to be viable, and taking prompt steps by bank s for recove1y or 
sale of unviable accounts . To improve banks' ability to identify incipient stress 
of a bo1rnwer as well as to reduce infonnation asymmetly, a Centlal Reposit01y 
oflnfonnation on Large Credits (CRILC) has been operationalized to collect, 
store and dissenlinate credit data an1ong lenders. 

RBI has instiucted banks to form Joint Lenders Fornm (JLF) and fonnulate a 
ConectiveAction Plan (CAP) w ithin st11ct timelines. Recently, the framework 
has been strengt hened further. The JLF norms have been changed i.e. decisions 
agreed upon by a minimum of 75% of creditors by value has been brought 
down to 60%, in JLF to be considered as the basis for proceeding w ith 
resolution of the account. 

As it has been w itnessed that the in1plementation ofJLF decisions face hmdles 
in the fo1m of indecisiveness show n by some banks wh ich results in loss of 

precious time which is c11tical to tmning around the ti·oubled asset or expecting 
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recovery, the Government has requested RBI to review JLF guidelines and 
include additional non-fmancial/administrative penalties w here agreed upon 

CAP is not implemented. 

(ii) Optimal Structming of Credit Facilities 

One of the features observed for stress w as banks' inability to match up the 
repayment tenor of project loans, due to constraints posed by asset liability 
management norms. To facilitate better asset-liability management by the 
banks and ensure long tem1 viability of projects, banks w ere allowed to offer 
long tenn project loans to infrastructure and core industries projects based 
on cash flow analy sis. The objective of the guidelines w as to smoothen the 
cash flow stress in initial y ears of these projects by proper stmcturing of loan 
amortisation schedule, which may go up to 85 per cent of the useful economic 
life of the underly ing project as against 10-12 year amortisation schedules 

prescribed by banks  hithe110. As far as existing projects w ere concerned, w e  
have allowed them a one-time facility to change the loan amortisation 
schedules lmder our guidelines on Flexible Structuring of Project Loans 

(5/25 scheme). 

In addition to allowing flexibility in structuring an1ortisation schedules, a 
concept of 'standby credit facilit y '  w as introduced, which enables banks to 
sanction ab initio a contingent credit facility which will be automatically 
draw n upon by project developers if there is cost ovemm in the project. 

Ab initio sanctioning of cost ovenun requirement w ould allow the project 
implementation to proceed unhindered even if there is a time and cost ovem.111. 

(iii) Ability to chang e ownership/management 

There are instances w here, in the assessment of the banks, the implementation 
of the project has been stalled p1ima.rily due to inad equacies of the existing 

promoters and a change in the ownership could get the project up and numing. 
RBI has issued guidelines. w hich permit banks  to extend the date of 
commencement of commercial operation of stalled projects up to a fm1her 

period of two y ears upon change in ownei·ship, in addition to w hat is ah'eady 
pemlitted under normal circlllllStances. 

As per the Strategic Debt Restmcturing (SDR) /Outside SDR schemes, the 
Reserve Bank enhanced lenders' ability to bring in change in ow nership of 
bol1'owing entities. 

(iv) Deep Restructuring of Stressed Accounts 

In order to put real assets back on track by providing an avenue for reworking 
the financial structure of entities facing genuine difficulties which require 
co-ordinated deep financial restmcturing, w e  have put in place a 'Scheme for 

Sustainable Stmcturing of Stressed Assets' (S4A). These guidelines provide 
flexibility in restructuring w llich may involve material w rite-dow n of debt 
and/or making large provisions, lmder the credible framew ork , w ithout making 
any compronlise on pmdence. 
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The S4A envisages determination of the sustainable debt level for a stressed 
bonower, and bifurcation of the outstanding debt into sustainable debt and 
the remaining debt which w ill be converted into equity/quasi-equity 
instnunents which are expected to provide upside to the lenders w hen the 
bonower tu.ms around. 

Overseeing Committee (OC) w as set up as pa.it of Scheme for Sustainable 
Structmmg of Stressed Assets (S4A) to review the processes involved in 
preparation of resolution plan for reasonableness and adherence to provisions 
of the guidelines of the S4A scheme. Ftut her, RBI has advised that bank s, 
w ith concmTence of OC, may refer even other cases of resolution of stressed 
assets to OC w hich are outside the purview of S4A. The RBI ftut her 
strengthening the Oversight Committee (OC) to expai1d the scope of cases to 
be refened to it. 

(v) Steps to Address Delay s in Project I mplementation 

Implementation of large projects is very complex and many tmforeseen events 
may cause delays in project implement ation leading to failme in achieving 
commercial operations on the original Date of Commencement of Commercial 
Operations (DCCO) fixed at the time of financial closme. 

Considering the complexities, RBI has allowed ce1tain relaxations to project 
loans, w herein, DCCO of projects are allowed to be extended beyond the 
original DCCO. Revisions of the DCCO and consequential shift in repayment 
schedule w ill not be treated as restructuring provided that -

(a) The revised DCCO falls w ithin the period of t w o  y eai·s and one y ear 
from the original DCCO stipulated at the time of financial closme for 
infrastrnctme projects and non-in frastrnctme projects respectively ; 
and 

(b) All other tenus and conditions of the loan remain tmcha:nged. Ftuther, 
banks may restructme such loans by way  of revision ofDCCO beyond 
the time limits quoted at paragraph (a) above and retain the 'standai·d' 
asset classification, if the fresh DCCO is fixed w ithin the following 
limits:-

(i) I nfrastrnctme Projects involving comt cases - Up to another t w o  
y ears (beyond the tw o y ear period quoted at paragraph ( a) above, 

;.e., total extension of fom y ears) .  

(ii) Infrast.Iuctme Projects delay ed for other reasons beyond the control 
of promoters - Up to another one y eai· (beyond the two y ear 

period quoted at pai·agraph (a) above, i.e., total extension of three 
y eai·s. 

(iii) Project Loans for Non-Infrastructure Sector (Other than 
Commercial Real Estate Exposmes) - Up to another one y ear 
(bey ond the one y ear period quoted at pai·agraph (a) above, i.e., 

total extension of tw o y ears). 
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There are instances w here, in the assessment of the bank s, the implementation 
of the project has been stalled primarily due to inadequacies of the existing 

promoters and a change in the ow nership could get the project up and mnning. 
We have issued guidelines, which permit banks to extend the date of 
commencement of comm ercial operation of stalled projects up to a fi u1her 

period of tw o y ears upon change in O\.\' ller ship, in addition to w hat is ah'eady 
peml itted under normal cir cumstances. 

(vi ) S peedy Exit fr om U nvi able AccoU111ts 

Where the banks assess that a borrower account is unviable or can not be 
revived despite hand holding, a quick exit from the account is w aITanted to 
minimise the loss suffered by bank s. 

To facilitate speedier exit of banks f rom unviable accounts ,  Res erve Bank 
has put in place an incentive mechanism , which, inter alia. include sale of 
accounts classified as special mention accounts - 2 (SMA-2), peml itting to 
reverse excess provision on sale of NPAs , ability to amo1tise losses on sale 
of NPAs over a period of time to cushion inun ed iate in1pact on profitability, 
etc. 

Regarding sale of such assets by bank s to asset reconstmction companies 
(ARCs) / other banks/  Non-Banking Financial Companies/Financial 
Instin1 tions etc. bank s are required to lay do\.\'11 detailed policies and guidelines 
on sale of their stressed assets to ARCs. Fmi her, the f ramework also contains 
guidelin es to enhance transparency in the entire process of sale of stressed 
assets ,  which include two independent valuation of as sets more than Rs. 50 crore. 

Reserve Bank has also disincentivised bank's investment in security receipts 
backed by NPAs sold by the same bank by increasing the provisionin g  
requirement fo r such security receipts. Reserve Bank has also put in the 
concepts of right of fir st refusal and Sw iss challenge method to fa cilitate 
debt aggregation by entities which specialise in resolution of stressed assets." 

6. hl para 22 of the Report, the Committee had recomm ended/observed as 
follow s:-

"The Committee note that one of the fundamental issues that hampers the 
efficient management of Non-Perfo ml ing Assets is the inadequacy in the 

Credit Appraisal Capability of the Banks, more specifically on the aspect of 
'Project Appraisal'. T he Committee are constrained to point out that there is 
now an urgent need not only fo r bolstering the technical capabilities of Banks 
to unde1t ak e proper evaluation of the Proj ects but also fo rmulating a rational 

post sanction monitoring procedures. The Banks should be extremely vigilant 
in evaluation of the projects prior to gi ving the requisite clearances fo r 
sanctioning of loans. While granting credit, the Banks should set realistic 
repay ment schedules on the basis of an objective analysis of cash fl ow s  of 
boIT o w ers wh ich w ould facili tate prompt and timely repayment by the 
bo1rnwers and also signifi cantly improve the record of recovery in advances. 
The Committee, therefo re, recommend the Govern ment to issue necessaiy 
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advis01y to the Resetve Bank of India to take the initiative and organiz e 
need-based Capacity Building Pro grammes for the Banks w hich w ould 
enhance credit appraisal skills of the Bank Officials and help them to ensure 
the financially viable 'Credit Appraisals'." 

7. I n  their action taken reply, the Minist1y of Finance (D epartment of Financial 
Se1vices) , has submitted as follows:-

Skill Building 

"The Rese1ve Bank of fudia has repeatedly emphasised the imp011ance of 
proper credit appraisal and due-diligence before sanctioning a loan. Detailed 
guidelines have been issued on Credit Ri sk Management. RBI has advised 
bank s that lenders should carry out their independent and objective credit 
appraisal in all cases and must not depend on credit apprais al repo11 s prepared 
by outside consultants, especially the in-house consultants of the bon- ow ing 
entity. 

Traditionally , I ndian ban k s  w ere prin1 aril.y financing w ork ing capital needs 
of the industty. How ever, of lat e, colllill ercial banks have become the primaiy 
source of long term debt financing to pro jects in infrastt ucture and core 
industries. 

Resetve B ank thrn ugh the Centre for Advanced Financial Reseai·ch and 
Leai1oo g (CAFRAL) has taken ini tiativ es to organise capacity building 
programmes for bank ers. CAFRAL li as already conducted training 
progralllill es on assessment of project lo ans for the benefit of c01mnercial 
banks by inviting expe11s in the field of project finance. CAFRAL w ould 
continue to organise such programmes on periodic basis. In addition, premier 
management institutes like Indian Institute of Management, Ahmedabad, etc. , 

are a lso co nd uc ti ng trnining programmes o n  projec t fina ncing which are 
attended by bank s. 

The Reserve Bank had constituted a 'Committee on Capacity Building' (July 
2014) under the Chairmanship of former E xecutive Director, Shri G. 
Gopalakrishna. w ith the obj ective o f  implementing non-legislative 
recommendations of the Financial Sector Legislative Refonns Commission 
(FSLRC) ,  relating to capacity building in banks and non-banks. 

The 'Report and Recommendations on Capacity Building' w as placed on the 
RBI w ebsite on September 23 , 2014 for w ider diss emination and obtaining 
comments/suggestions. A ro undtable to discuss the imp lementation of the 
recolllill endations w as held on June 18, 2015 at Centre for Advanced Financial 
Research ai1 d Leanoo g (CAFRAL).  RBI had issued a circular on 'Capacity 
Building in Banks and All I ndia Financial I nstitutions (AIFis') on August 11, 
2011. College of Agricultural B anking (CAB) , National Institute of Bank 
Management (NIBM) ,  CAFRAL, Indian fustitute of Banking and Finance 
(IIBF) w ere advised to exainine the recolllill endations in consultation w ith 
IBA, banks and other bodies ai1 d adopt a holi stic approach in consultation 
w ith stakeholders so as to ensure effectiv e  inlp lementation. IBA fonned an 
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expe1t group ha ving members a s  representa tives from IIBF, NIBM, CAFRAL 
a nd public/priva te sector ba nks a nd submitted its report for considera tion to 
RBI recommending na mes of institu tions for different comses. Therea ft er, 
RBI vide its letter da ted April 21, 2017 ha s a dvised IBA a s  t mder:-

(i) The na mes of the recommended institu tions for certifica te comses 
ma y be circula ted to member ba nks. 

(ii) IBA ma y fo1m a committee w ith representa tion from ba nks  a t  a senior 
level tha t ma y define a nd a ccredit the sta nda rds a nd institutions offering 
courses w ith the discretion to delete courses if found obsolete or 
unsuita ble. 

(iii) IBA ma y a lso a dd specific courses coveringAML /KYC, Complia nce 
including lega l a spects, Foreign excha nge, Cyber security, Wea lth 

Ma na gement a nd ma rk eting of t h ird pa tty reta il products w it h  the 
approva l of the a bove Committee. 

IBA ha s confumed tha t  the na mes of the recommended institu tions for 
certifica te courses to member ba nks  ha ve been circula ted vide its letter no. 

CIR/HR&IR/KSC/2017-18/2602 da ted the 26th April, 2017, IBA ha s 
requ ested member ba nks  to nomina te a suita ble senior level officer (not below 
the ra nk of the Genera l Ma na ger) to be a pa rt of the sa id Committee, vide 

their letter da ted 2nd June, 2017 followed by reminder da ted the 13 th June, 
2017. The na mes of the concemed nomina ted off icia ls w ill be a dvised to 
RBI with the request to nomina te a n  suita ble officia l  from RBI a lso for sa id 

Committ ee. Once the Committee is fonned, specific courses covering Anti 
Money La undering (AML) /Know You r Customer (KYC) ,  Complia nce 
including Lega l asp ects , Foreign Excha nge. Cy ber Security etc. ma y be a dded 
in consulta tion w ith sa id Committee." 

Loan Monitoring 

Credit rela ted ma tters, including the appra isa l a nd follow up a spects, ha ve 
mostly been delega ted to ba nks a nd they a 1·e required to ha ve their ow n Boa rd 
approved policies, w itllin tli e overa ll pmdentia l  regula tory requirements. As 
rega rds issue of setting up a committee to monitor la rge loa n portfolios, it 
ma y be noted that in terms of exta nt guid elines of Rese1ve Ba nk of India ,  
ba nks ha ve set up a Credit Risk Ma na ge ment Committee (hea ded by MD /  
CEO/ED of the ba nk )  to monitor tlie loa n po1tfolio of ba nks. 

Post sa nction of loa ns ba nks should:-

(i) identify promptly loa i1 s which dev elop credit wea knesses a nd initia te 
timely con- ective a ction; 

(ii) eva lua te portfolio qua lity a nd isola te potentia l problem a i·ea s; 

(ii i) provide infonna tion for detennining a dequa cy of loa n loss provision; 

(iv) a ssess the a dequa cy of a nd a dherence to loa n policies a nd procedures, 
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and t o  monitor compliance w it h relevant laws and regulat ions; and 

(v) provide t op management w it h  i1 1fo1mation on credit adm in istrat ion, 
including credit sanct ion process." 

8. I n  para 23 of t he Rep01t , t he Colllllli tt ee had observed/recollllll ended as 
follow s:-

"The Colllllli t t ee not e t hat diversion of funds by indust rialis t s  t o  t heir 
un relat ed business and negligence on t he pait of Bank Officials in pre­
sanct ioning of loans are t he detemlinin g  factors for bank loaii s  - tmning 
bad. The Committee are of t he c01isidered opinion t hat a proper and s tem 
audit should be made mandat ory for specific class of borrowers, especially, 
t he big loan seek ers. Since it is w idely bel ieved t hat t he cml 'ent intemal audit 

pract ices in t he Banks are not effect ive enough t o  prevent diversion of funds 
by the bo11'0w ers. t he Committ ee w ould like t o  emphasiz e t hat due diligence 
should be exercised by t he Bank Officials by scmpulously following t he Rules/ 
Guidelines before disbmsing t he loans. The Commit t ee also desire t hat 
w henever t he decision t ak en by t he Bank Off icials t o  sanction loans - in 
violat ion of nonns /guidelines - leads t o  creation of NPAs, t he same should 
be inquired in to at t he highest hierai·chal level, respo11S ibilit y fix ed for t he 
lapses, and appropriat e penal action be t aken agaitist the e11'ing Bank Officials, 
in a t ime bound manner. The Committ ee w ould like t o  be apprised of t he 
measures ta k en by the Min isti y  ofFinance (Department ofF inancial Servi ces) 
in t his regard." 

9. I n  t heir action t ak en reply , t he Min istry of Finance (Depa1tment of Financial 
Services) has submitted as follow s:-

"lt is a fact t hat diversion of fonds by t he promot ers/management t o  un related 
b usiness has b een o ne of the m aj or factors co nti ibu ting to unprecedented 
grow t h  in bad loans in t he recent past. Negligence on t he pait of bank officials, 
in t erm of failme of t heir dut y t o  prevent such diversion, has been observed 
in some of t he Non-Perfo1ming asset s. Stem act ion has been t ak en/ini t ia ted 
by various banks for such lapses. 

All bank s are havin g St andai·d Operat ing Procedmes/Structmed Guidelines 
w ith regard t o  Pre-sanction smvey /t enns & Post - sanct ion/Post- disbmsement 
fonnalit ies of all loan product s. Fmt her, w ell laid down guidelines ai· e  in 

place for complying w it h  all pre-disburs ement t erms & condit ions before 
patt ing w it h  t he funds. All operating fhnct ionaries are required t o  meticulously 
follow t hese guidelines. If t he circmnst ances/value of connection so wa1rn nt ,  
t he design ated aut horit ies can be approached by t he operating fun ct ionaries 
for any desired deviation, wh ich is cons idered on merit s and if approved, 
gets report ed t o  t he next higher aut horit y. 

Before releasing t he loan fo nds, Bank ers cany out due diligence on t hese 
suppliers of equipments. Beside t his, t here is usually a provision for 
appointment of L enders Independent Engineer (LIE ) for large value project. 
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The LIE , being a prof essional is better pl aced to comment on the utiliz ation 

of funds (Loan fo nds as well as promoters contribution) periodically . Similarly , 
services of Ch a1tere<lAccountan ts ( CAs) are also hired by the lenders. These 

LIE s & CAs assist the Bank officials in monitoring & post- disbursement 
supe1vision of loan accotmts. 

It is to fm t her mention that w henever a complaint against a bank official(s) is 

received and any iI Tegularities are fotmd or obse1ved on the part of Bank's 
official( s ) , the Banks initiate action as per their ex tant mles and commensurate 

punishment is aw arded to the delinquent employees bas ed on the seriousness 
of the w rongdoings as per Bank's disciplinaiy 1ules.11 

10. In para 24 of the Repo1t the Committee had obse1vecV recommended as 
f ollow s:-

"The Committee take note of the vaif ous Guidelines and Advisories issued 

by the Government and the Reserve Bank of India f or determini ng 
accotmtability of all categories of Banks. including the top Management of 

Pu blic Sector Bank s. The Committee have also been apprised by the Ministly 
ofFinance (Department ofFinancial Se1v ices) that Banks  have been advised 

that w ith a view to keeping the incidences of com1ption and various other 
malpractices under check, there is a need for fixin g  the accotmtability on the 

aspects of ii'regularities, malpractices, c o111 .1ption etc. , at all levels. The 
Committee foit her obse1ve that the Banks also have an in-built Vigilance 
Mechanism, headed by a Chief Vigilance Officer (CVO) which is mandated 

to keep a close w atch on the various aspects of fo i1 ctioning of the Banks. The 
Committee are, however, constrained to note that even after having a 'Vi gilance 

Mechanism, in vogue in the  Bank ing sy stem in the country, there ai·e incidences 

of f raud relating to NP As. In this regard, the Committee sti ·ongly f eel that 

merely issuing of Guidelines or Advisories by the Government or the Reserve 
Bank of I ndia f or ave1ting the incidences of f raud relating to NP As do not 

seem to have y ielded the desired results and the Rese1v e Bank of India -
being a Regulator - does not seem to have succeeded in so fa r as 

iinplementation ai1d enforcement of its ow n Guidelines are concerned. The 
Committee w ould, therefore, expect the Government to iinpress upon the 
Rese1v e  Bail k  of India to monitor and fo llow up sti ·ict compliance of the 
relevant iI 1S t111 ctions, w ith the banks and finai1cial instin1 tio11S on a regulai· 

basis. The Committee do not expect RBI to be a passive regulator, w hen 
major lapses occur in Banks, rather a proactive action is expected of the RBI ,  

w henever required - such as f or ensuring quick punitive action in cas es of 
defa ult and violation of its guidelines. The Committee, theref ore recommend 

the ex isting Vigilance Mechanism should be revisited and, if required the 
same be amended to provide more teeth to ex isting Vigilance Mechanism. 

The Co1mnittee w ould like to be apprised of the measures taken by the Ministi y  
iI 1 this regard." 
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11. In their action taken reply , the Ministry of Finance (Department of Financial 
Se1vices) has submitted as follow s:-

"As per the latest Central V igilance Commission (CVC) Manual published 
in 201 7, in the case of accounts categoriz ed as Non-Pe1fonning Assets (NPAs ) ,  
banks must initiate and complete a staff accountability ex ercise w ithin six 
months f rom the date of classifi cation as a NPA. The completion of the sta ff 
accountability ex ercise for frauds and the action taken may be placed before 
the Special Committee of the Board for monitoring and follow -up of Frauds 

(SCBF) and intimated to the RBI at qua rterly inteivals as hithe1to. Banks 
may treat all f rauds as a vigilance cas e and should be refer red to the 
investigative authorities. 

It has been fmt her directed by CVC tha1t each bank may set up an Internal 
Adviso1y Committee (IAC) of th ree members, preferably of the level of 
General Managers but not below the level of Deputy General Managers, to 
scmtinise the complaints received in the bank and also the cases arising out 
of inspections and audit & ot her staff accountability matters, etc. ; and 
detennine involvement of vigilance angle. or ot herwise, in those transactions. 
The Committee shall record reasons for an- iving at such a conclusion. TI1e 

Committee will send its reco1mnendations to t he Chief Vigilance Off icer 
(CV O). T he CVO while taking a decision on each case will consider the 
advice of the Committee. Such records sh all be maintained by the CVO and 
w ould be available to an officer or a team of officers of the Commission for 
scmtiny w hen it visits the bank for the pu rp os e  of vigilance audit. 

In Public Sector Banks (PSBs) /Financial Institutions (Fis)/ Public Sector 
Companies (PSCs). An off icer f rom another PSBs/Fi s/ PSCs is appointed by 
Department of Financial Se1vices as CV O in consultation w ith Central 
Vigilance Commission. Under recent guidelines for appointment of CVO , 
General Manager level officers are eligib le t o  be considered for the post of 
CV Os which ca rries the pay and perk s of Ex ecutive Director (W hole Time 
Director) of PSBs. 

Classifi cation and re porti ng mech anis m  of Frau ds 

RBI vide i t s  master circular updated 1st July , 2016, "Frauds � lassification 
and Reporting" has issued detailed guidelines regarding classification of fraud and 
their repo1t ing to the Regulatory Authority, Board of Director, Police and CBI. hl 
addition, a mechanism for reportin g frauds at va rious i.nte1v als has been mandated in 
the circular. 

As per the circular, frauds involving Rupees one lakh and above are required to 
be repo1ted to the RBI. How ever, all f raud cases in bank s are required to be repo1t ed 
to CBI/Police. Fraud reports are also required to be submitted in cases w here Central 
Investigating Agencies have initiated criinin al proceedings suo moto and /or w here 
the RBI had directed that they are repo1ted as frau ds. RBI circular ftu ther stipulates 
the quarterly and annual review of f rauds at bank level. Bank s are req uired to constitute 
a Special Committee for monitoring and follow up o f  cases of f rauds involving amotmt s 
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Rs. I 00.0 0  lakh and above exclusively, wh ile Audit Commi ttee of the B oard (ACB ) 
also monitors all the cases of frauds. 

In addition to the above measures, a Committee has been constituted in 
Department of Financial Se1vices (DFS) consisting of Secreta1y (FS) ,  Additional 
Secreta1y & CVO, DFS, Joint Secreta1y (Vi g. ) ,  DFS and the representatives of CB I ,  
RB I. Enforcement Directorate (ED) , Central Economic Intelligence B ureau (CEIB ) 
and Serious Fraud Investigation Office (SFIO) to monitor large value fra uds in Public 
Sector B ank s (PSB s)." 

12. In para 25 of th e  Rep o1t, the Committee had obseivedf recommended as fo llow s:­

"The Commi ttee take note of the various measures initiated by the Reserve 
B ank of India to fa cilitate the Publi c Sector B ank s deal w ith the problem of 
gro\\ri.n g NPAs, such as Flexible Stmcturing fo r Long Tenn Project Loans, 

Debt Restructuring Scheme, Scheme for Sustainable Structuring of Stressed 
Assets and Sale of NPAs to the Asset Reconstmction Companies (ARCs). 

How ever, the Commi ttee have also noticed that all these instruments/schemes 
have not been able to contain the problem of NPAs which has now attained a 
frank ensteinian proportion. T he Comm ittee, therefo re, strongly recommend 
that tl1 e Ministry of Finance (Department of Financial Services) - in 
coordination w it h  the Rese1ve B ank of I ndia- should undett ak e an objective 
analysis and evaluati on of the effecti veness of these instmments/schemes 
being in1plemented by B ank s to deal w ith their NPAs/ Stressed Assets. The 
loopholes noticed in any of these instnunents/schemes should immediately 
be plugged by the Ministry. The Con unittee urge the Union Govemment to 
take necessa1y action in this regard and appri se the Conunittee accordingly ." 

13. In their acti on taken reply. the Ministty of Finance (Department ofFinancial 
Services) has submitted as under:-

"In the recent past, the Reserve B ank of I ndia has introduced various schemes 
such as Joint Lenders Forum (JLF ) /  Corrective Action Plan (CAP) , flexible 
structuring (5/25) , Strategi c  Debt Restruchrr ing, Scheme fo r Sustainable 

Stt uchi ring of Stressed Assets (S4A) , etc. to revive the viable assets by the 
bank s. These schemes w ere introduced aft er consultation w ith various stake 
holders. I n  this regard, it may be noted that these schemes are ai med at not 
only to provide more options to the banks to revive vi able accotmts but also 
to improve overall credit management in the long n m. 

Further, i t  may be noted that the B anki ng R egulation (Amendment) Ordinance, 
2017 w as issued on May 04,  2017 .  U nder the ordinance, the Central 
Govemment may authorize RB I to issue directions to any banking company 
or bank ing companies to initiate insolven cy resolution process in respect of 
a defa ult, tmder the Insolvency and B ankr uptcy Code, 2016 (IBC). It also 
enables the Rese1ve B ank to i ssue directi ons w ith respect to stressed assets 
and specify one or more authorities or commit tees w ith such members as the 

B ank may appoint or approve fo r appointment to advise banking companies 
on resolution of stressed assets. 
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Immediately upon the promulgation of t he Ordinance, RBI issued a directive 
reducing t he consent required for approval of a proposal under t he Joint 
Lenders Forum t o  60 per cent by value inst ead of 75 per cent earlier, while 
k eeping t hat by munber at 50 per cent. Participating bank s have been mandat ed 
t o  implement the decision of JLF wi t hout any addit ional conditional ity. Also, 
t he Boards of bank s w ere advised t o  empower t heir execut ives t o  implement 

JLF decisions w it hout furt her reference t o  t hem. I t  has been made clear t o  t he 
banks t hat non-adherence w oul d invit e enforcement act ions. 

Overseeing Committee (OC) w as set up as pait of Scheme for Sustainabl e 
St rnchlf ing of Stressed Ass et s (8 4A) t o  review t he processes involved in 
preparation of resolut ion plan for reasonableness and adherence t o  provisions 
of t he guidelines of t he 8 4A scheme. Flut her, RBI has advised t hat banks, 
w it h  conctm ence of OC, may refer even other cases of resol ution of st ressed 
assets t o  OC w hich are outside t he purview of S4A. The RBI furt her 
strengthening t he Oversight Commit tee (OC) t o  expai1 d t he scope of cases t o  
be refeff ed t o  it. 

Reserve Bank is consist en t ly  t aking feedback f rom bf illk s and ot her 
st akehol ders and accordingly improving upon t he schemes, w herever 
necessary, t o  make t hem more effect ive. I n  this connection, RBI vide i t s  
circulars dated November 10, 2016, have revised t he schemes for St ressed 

Asset s. The Scheme for Sustainabl e Strucn1 ring of St ressed Assets (8 4A) is 
ctm en t ly being reviewed again." 

14. I n  pai·a 26 of t he Repot t ,  the Committee had observed/ recoll1lll ended as 
fol lows:-

"The Committee note t hat Section 44 of t he St a t e  Bank of India Act , 1955 as 
w ell as some other Clauses of confident i al ity in t he relevant l aw s  invariably 

prohibit disclosin g  t he names o f  indiv idual s, w ho ow e mo ney to the B ank s o r  
are responsibl e for bad l oans on account of t heir defa ul t t o  repay." 

"The Commit t .ee al so note t hat t he names of defa ult ers ai·e, how ever, shared 
w it h  t he Reserve Bank of I ndia and the 26 Credit I nfonnat ion Bureau (India) 

Limited (CIBIL ). The Committee also t ak e  not e of t he ave1ments made by 
the Minist ry of Finance (Department of F inancial Se1vices) t hat t here is no 

proposal t o  ainend t he relevant provisions of law t o  disclose the names of 
defa ul t ers and publish the same in t he public domain. In this connect ion, t he 

Commit t ee w ould like t o  point out t hat in view of serious magn ih1de ofNPAs 
in t he count1 y ,  t here is now an urgent need t o  make a clear distinction betw een 

' wilful defa ult ers' and 'ot her defa ult ers' in t he procedure prescribed tmder the 
rel evant Acts so t hat t he 'wil ful defa ulters' should be dealt w it h  st ernl y and 
t he l oan amotmt is recovered from t hem w it hin a specifi ed time frame. With 
a view to containing t he burgeoning NPAs in t he Baitlc s ,  t he Commit tee, 
t herefore, strongl y  recommend t hat t he Government should make appropriat e  
amendment s in t he archaic provisions of the SBI Act and other rel evant l aw s  
t o  disclose t he naines of individuals -w ho ow e money t o  the Banks or ai·e 
responsibl e for bad loai1 s on accotmt of t heir defa ult t o  repay. The Commit tee 
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w ould like to be apprised of the final outcome in this regard within three 
months of presentation of this Report to the House." 

15. In their action taken reply. the Mi. nistly of Finance (Deparunent ofFinancial 
Services) has submitted as tmder:-

"Section 45E of the RBI Act provides for prohibition of disclosure of any 
'credit i.nfotm ation' submitted by a bank i ng  company under Section 45C and 
shall be treated as confidential and shall not be published or disposed. Section 
28 (b ) of the BR Act allows RBI to publish/disclose any i.nfonnation collected 
by it only in consolidated fonn. There are no separate provisions in the RBI 

Act or BR Act regarding collection and dissemination of i.nfonnation on 
defa ulters in general and on the wilful defaulters in particular. The i.nfotmation 
on defa ulters/w ilfo l  defa ulters is also co llected and maintained by RBI in 
accordance w ith the above provisions of RBI and BR Act, and therefore 
subject to restrictions on its publishing/ disd osure exi sting in those provisions. 
The need for disclosure of i.nfonnation on defa ulters and w ilful defa ulters 
may not have been fe lt and attracted as much public attention as recently 
and, therefore, this issue was perhaps not considered either at the time of 
enactment of RBI and BR act or at the time of their subs equent amendments. 

How ever, RBI, vide Master Circular on 'W ilful Defa ulters' DBR. No. CID. 
BC. 22/20. 16.003/2015-16 dated July 1, 2015 has issued instmctions to bank s 
to identify Wilfo l Defa ulters (WD) and also specified penal measures to be 
initiated in respect of w ilfol defa ulters including criminal action in applicable 
cases. 

RBI ,  vide its notifi cati on dated September 29 , 2016 has issued instructions 
to lending institutions to prevent the publi shing of photographs of defa ulting 
bon- ow er/guarantor in an indiscriminate manner, it has been decided that:-

( i) A lending instit ution can consider publi cation of t he photographs of 
only those borrower , including proprietors/partn ers/directors/ 
guarantors of botrnwer finns/compa.n ies, w ho have been declared as 
w ilful defa ulters f ollowing the mechanism set out in the RBI 
instructions. This shall not apply to the non-whole time directors w ho 
are exempted from being considered as w ilfo l defa ul ters tmless the 
special conditions, in accordance wi th these instmctions, are satisfied. 

( ii) The lending institutions shall fonnulate a policy w ith the approval of 
their Board of Directors which clearly sets out the criteria based on 
which the decision to publish the photographs of a person covered in 

paragraph ( i) above w ill be taken by them so that the appro ach is 
neither discri minatory nor inconsistent. 

Further, the list of suit filed bon- ow al acco unts of Rs. 1 crore and above, and 
w ilful defaulters ( suit filed) of Rs. 25 lakh are submitted by Banks /Financial 
Institutions to all fom Creditlnf onnation Companies (CICs) ; viz. (1 ) Experian 

Credit I nfotmation Company of India P11vate Linu ted, (ii ) Equifax Credit 
Inf0m1ation Se1vices Private Limited, ( iii) High Mark Credit Information 
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Services Private Limited, and (iv) Credit Jinfonnation Bureau (India) Limited 
(CIB IL ) .  The details of such defa ulters are available on the w ebsite of CI Cs. 

Regarding the recolll11l endation for amendment to relevant Acts to disclose 
the names of defa ulters, RBI, in principle, is in favour of making available 
in fo1mation regardin g 'w ilful defa ulters' in publ ic domain. The disclosure of 

in fom1ation of other defa ulting bonowers may not be in the interest of the 
revival of their distressed business tmi ts w hich may be othe1w ise viable." 

G uidelines on wilfu l  defa ulter 

"Wilfu l  D efa ult: A 'w ilful defa ult' w ould be deemed to have occuned if any 
of the following events is noted: 

(a) The lmi t has defa ulted in meeting its paym ent/ repayment obl igations 
to the lender even w hen it has the capacity to honour the said 
obligations. 

(b) T he lmi t has defa ulted in meeting its paym ent/ repayment obl igations 
to the lender and has not utilised the finance f rom the lender for the 
specific purposes for which finance w as availed of but has dive1ted 
t he funds for other purposes. 

(c) The lmi t has defa ulted in meeting its paym ent/ repaym ent obligations 
to the lender and has siphoned off the funds so that the funds have not 
been util ised for the specific pmp ose f or which finance w as availed 
of, nor are the funds available with the unit in the fo1m of other assets. 

(d) The unit has defa ulted in meeting its payment/repayment obl igations 
to the lender and has also disposed off or removed the movable fixed 
assets or immovable property given for the purpose of seeming a tenn 
loan w ithout the kn ow ledge of the bank/l ender. 

The identificat ion of the w ilfu l  defa ult should be made k eeping in view the 
track record of t he bono w ers and should no t be decided on the basis of isolated 
transactions/incidents. The default to b e  categorised as w ilful must be 
intentional, del iberat e  and calculated. 

Incidental ly ,  in Wr it Petition (C) No. 573/2003 of Centr e for Publ ic Li tigation v. 
HUDCO and others, RBI has submitted to the Hon'ble Supreme Comt a l ist 
of defaulters above Rs. 500 cro re in a sealed cover, aveni ng that t he said 
in fom1ation is confidential and requesting that it may not be revealed to t he 

public. The matter is still under the consideration of the Supreme Court. RBI 
w ill proceed fmt her in the matter after taking into account t he fiut her direction 
of the Supreme Comt. 

In t he mat ter relatin g to D isclosure of I nfo rmation by the Rese1ve Bank under 
the RTIAct', the Reserve Bank, in consonance w ith the prohibitory pro visions 
of the Bankin g Regulation Act and the RBI Act, had so fa r not been disclosing 
the inspection repo1ts or sensitive in formation contained therein and l ist of 
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defaulters lmder the RTIAct. How ever, the judgement of the Supreme Comt upholding 
the orders of the Central Inf0m1ation Commission (CIC) and directing RB I to disclose 
such reports l mder RTI Act. may result in w ithdraw al of the discretion which RB I has 
so far been able to exercise and may have far reaching consequences by serving as a 

precedent fo r other authorities. Aft er careful deliberation, RB I is of the view that it is 
necessaiy to amend the B aitlcin g Regulation Act, 1949 , to provide fo r exemption from 
disclosure of such information as the Reserve B ank may deem necessary 
not w ithstanding the provisions of any other law in fo rce." 

Observations/R ecomm endations 

Remedial Measures by the Govemment/Resen1e Bank of India (RBI) for containing 

the increasing trend of Non-Peiforming Assets (NPAs) 

16. Th e Comm ittee wh ile notici ng an urg ent need fo r th e PSB s/SCB s to 
reduce th eir stres sed assets and clean up th eir bal ance sheets wh ich would increase 
th eir ability as al so th eir credibility to raise capital in the future, had recomm end 
th at th e G overnm ent sh ould tak e urg ent rem edi al m easures to put a ch eck on th e 
burg eoning trend of :NPA s  and to reduce the volum e  of stressed assets in th e 
counh-y . The Comm ittee appreciate the rem ed ial m easUl" es being tak en by th e 

G overnm ent/R eserve  B ank ofl ndia (R BI) to put a check on th e burg eoning NP A s  
and to reduce the volum e of stressed assets in th e PSB s/SCB s. Th e Comm ittee 
also appreciate th e efforts of the G overnm ent in th e fo rm of enactm ent of th e 
I nsolvency and B ank ruptcy Code, 2016 ( I BC); m aki ng am endm ents in th e 

Secmitisation and Reconstruction of Financial Assets and Enforcem ent of Secmity 
I nterest (SARFA ESI ) Act and th e Recove1- y of Debts due to B anks and Financial 
I nstitutions (RDDBFI ) Acts to im prove resoluti on/recovery of bank loans. 

17. Th e Comm ittee furth er take note of th e eff orts m ade by th e G overnm ent 
in the enactm ent of the B ank ing Reg ulation (Am endm ent) Act, 2 017, thereby, 

au thorising the Reserve Bank to issue direc tions to any Banking Company or 
B ank ing Com panies t.o initiate th e insolvency n solution process in respect of a 
def ault under th e provisions of th e I nsolvency and B ankruptcy Code, 2016. 
H oweve1; the Comm ittee ex pect fr om th e G overnm ent th at th ese Acts/Rules be 
im plem ented effectively and in a result- oriente d m anner. Th e Comm ittee al so 
urg e upon th e G overnm ent to undertak e perio dic review of th ese Acts/Rules in 
respect of th eir im plem entation and achieving th e intended objectives. Th e 
Comm ittee would lik e to be apprised of the measures taken by th e Minish- y in 
th is reg ard. 

Strengthening of 'O·edit Appraisal Mechanism ' and 'Loan Monitoring System ' 

18 . The Comm ittee h ad recomm ended th e G overnm ent to issue necessary 
advi sory to th e Reserve B ank of I ndia to tak e the initiative and org aniz e  need­
based Capacity B uilding Prog ramm es fo r the B anks which would enhance credit 
appraisal skills of th e B ank Offi cials and h elp th em to ensure th e fi nancially 
viable 'Credit Appraisals' . Th e Comm ittee  appreciate th e e f f orts of the 
G overnm ent/Reserve B ank of I ndia (RB I )  with respect to th e initiatives now 
being taken by th em fo r 'Skill B uilding' of th e bank em ployees, th ereby g ivi ng 
im petus to 'Credit Appraisal Mech anism' of the banks. Th e Comm ittee also 
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appreciate th e G overn ment/R eserve B ank of I ndia (R B I )  fo r th e e f fort s being 
made by th em to strength en th e 'Loan Monitori ng S y stem' by formulati ng 

G ui deli nes fo r monitoring the loan portfo lios of th e bank s, etc., particul arly, on 
post sanctioning of the bank loans. H owever, the Committee f eel  th at the 

Guidelines fo r  monito1ing the loan portf olios on post sanctioning of th e bank 
loans should also be extended to pre- loan sanctioning stag e so as to make sure 

th at th e entire mechanism of 'L oan Monitoring' is made f ool- proof and devoid of 
any looph oles. The Committee would like to be applised of th e measm· es taken 
by the Ministry in this reg ard. 

Putting a check on the 'Diversion of Loan Funds' 

19 . Th e Committee h ad also noted in part icular th at di version of funds by 
th e l ndushi alists to their unrelated businesses an d negli g ence on th e part of B ank 
Offi cials in pre- sanctioning of loans are th e determining fa ctors fo r bank loans­

turning bad. In th is reg ard, th e Committee h ad earlier recommended that a proper 
and stern audit mech anism sh ould be made mandatory fo r specifi c class of 
borrowers, especially, the bi g loan seek ers. Furth er, the Comm itte e h ad also 
recommended th at wh enever th e decision taken by th e B ank Offi cials to sanction 
loans - in vi olati on of norms/ g uidelines - leads to creation of NP As, the same 
sh ould be i nq uired into at th e h ig hest hierarchal level, responsibility fixed fo r  th e 
lapses, and appropriate penal action be taken ag ainst th e erring B ank Offi cials 
in a ti me bound manner. Th e Mi nistry of Fim ance (D epartment of Financi al 

Servi ces) in their Action Taken Reply h as ack nowledg ed th at negligence on th e 
part of bank of f icials and their f a ilure to prevent diversion of funds by 

l ndush·ialists has been observed i n  some of th e N on-Perfo rmi ng Assets fo r wh ich 
stern action has been tak en by vari ous B anks . T he Ministry h as also submitted 

th at well lai d  down G uidelines are in place f or comply ing with all th e 
pre- di sbursement terms and conditions before parting with the funds. Th e 

Committee are dismayed to note th at inspite o f  various mechani sms avai lable 
with th e bank s to ch eck th e diversion of loan funds by various I ndustriali sts, th e 
increasing trend of N on-Perf ormingAssets still r emai n  unabated. T he Committee 
are, th erefo re, of considered opini on th at enactment of Acts/Rules/G uidelines 
would not ach ieve th e desired obj ectives until and unless th e implementi ng 
auth orities, i.e., the bank offi ci als at all h iera1r chal levels, remain vigi lant and 
made accountable fo r th eir acti ons. Th e Comm itt ee, therefo re, once again reiterate 

th ei r earlier recommendation and urge th e Mimistry of Fi nance (D epa11 ment of 
Fi nancial Services) to adopt a more ag g ressive approach for fixi ng accountability 
and responsibility and also fo r  initiating punitive action by th e G overnment/ 
Reserve bank of I ndia in case of violation of norms/g ui delines for sanctioning 
loans, particularly th e big loans. Th e Comm ittee would li k e  to be apprised of th e 
renewed eff orts made by th e Ministry in thi s  re g ard. 

More robust and effective 'Vzgilance Mechanism ' to contain in-egularities, malpractice, 
corruption, etc., in the fimctioning of Banks 

2 0. Th e Committee h ad taken note of the va1i ous G ui delines and Advisori es 
issued by th e G overnment and th e Reserve B ank of I ndia fo r  determining 
accountabi lity of all categ ories of B anks incluc ling th e top Manag ement of Public 
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Sector B anks. Th e Committee had also been app rised by th e M inistr y of Finance 
(D epartment of Financial Services) that B ank s h ave been advised th at with a 
view to k eeping the incidences of corruption and various oth er malpractices under 
check as also th ere is a need f or fixing the a ccountability on the aspects of 
irregularities, malpractices, corruption, etc., at all levels. Th e Committee had 
fm·th er observed th at th e B anks sh ould also have an in-built Vigi lance Mechanism, 

b eaded by a Chief Vigilance Off icer (CVO) which is mandated to k eep a close 
watch on th e various aspects of functioning of t he B anks. The Committee were, 
h owever, constr ained to note th at even after ha ving a 'Vig ilance M echanis m' in 
vog ue in th e B anking system in th e country, th er e ar e incidences of fraud relating 
to N PAs .  I n  th is reg ard, th e Committee opined that merely issuing of G uidelines 
or Advis ories by the G ovem ment or th e Reserve B ank of I ndia for averting th e 
incidences of fraud relating to NPAs do not se em to h ave y ielded the desired 
results and th e Reserve B ank of I ndia - being a Reg ulator - does not seem to 
h ave succeeded in so fa r  as implementation and enforce ment of its own Guidelines 
is concem ed. The Committee b ad, therefor e, re commended th e G ovem ment to 
impress upon the Reserve B ank of I ndia to monitor and follow up shict compliance 
of th e relevant instructions, with th e banks and fi nancial institutions on a reg ular 

basis. Th e Committee h ad also recommended that th e ex isting Vig ilance 
M ech anism sh ould be re- visited and, if req uired, th e same be amended to provide 
more teeth to ex isting Vig ilance Mech anism. I n  this reg ard, th e Committee 
reiterate for establish ment of a mor e  robust Vig ilance Mech anism to put a check 
on th e incidences of iIT eg ulaiities, malpractices, corruption, etc., at all levels in 

th e functioning of B anks. Th e Committee would l ik e  to be app1ised of th e measures 
taken by th e Ministry in this reg ard. 

Disclosure of details of loan defaulters in public domain 

21 . W ith a view to containing the burg eoning NPAs in the B ank s, the 
Committee h ad recommended th at th e G overnment sh ould mak e approp1iate 
amendments in the archaic provisions of the SB I Act and oth er relevant laws to 
disclose the names of indivi duals- wh o  owe mon ey to the B anks or ai-- e r esponsible 

for bad loans on account of their defa ult to repay. I n  th is regai· d, th e Committee 
appreciate th at the Reserve B ank of I ndia (RB I) is in f avour of making available 
info rmation reg arding ' wilful defa ulters' in p ublic domain. H owever, as th e 

Minish- y of Finance (D epai·hn ent of Financial Services) /RBI are of the opinion 
th at th e disclosure of information of other defaulting borrowers may not be in 
th e interest of th e revival of their distressed B usin ess U nits wh ich may be oth erwise 
viable, the Committee reiterate and recommend th at th e Minish- y of Finance 
(D epartment of Financial Service s) /RBI sh ould undertak e an obj ective 
ex amination and ana ly sis of th e extant provisi on(s) for disclosure of details of 
loan defa ulters in public domain by amending th e exi sting relevant Acts/Rules 

vis-a-vis interest of th e revival of their distressed B usiness U nits without h aving 
any impact on their viability .  The Committee would li k e  to be apprised of th e 
measures taken by th e Ministry in this reg ard. 

NEW DELHI: 
30 November, 2017 

9 Agrahayana, 1939 (Saka) 

BHAGAT SINGH KOSHYARI , 
Chairperson, 

Committee on Petitions. 



ANNEXURE 

MINUTES OF THE F ORTY-FIFTH SITTING OF THE COMMITTEE ON 
PETITIONS 

(SIXTEENTH LOK SABHA) 

The Committee met on Thurs day ,  3 0  November, 2017 from 123 0 hrs. to 
1415 h rs. in Committ ee Room 'B', Parliament Hou s e  A nnexe, New D elhi. 

PRESENT 

Shri Bhagat Singh Koshy ari - Chairperson 

MEMBERS 

2. Shri Om Birla 

3 .  D r. K. Gopal 

4. Shri C. P. Joshi 

5. Shri A ljun Ch aran Sethi 

6. Shri Kodikun nil Sures h 

7. Shri D inesh Trivedi 

8. Shri Rajan Vichare 

SECRETARIAT 

1. Shr i Shiv Kumar Joint Secretary 

2. Shri Raj u Srivastava Additional Director 

3 .  Sh.t i G C. D obhal Deputy Secretary 

*** *** *** 

2. At the outset, the Hon'ble Chairpers on w e lcomed the Members to the s itting 
of the Commit tee. 

3. *** *** *** 

4. *** *** *** 

5. *** *** *** 

6. The Committ ee, then, took up f or consideration of the f ollowing D raft Action 
Taken Reports 

(i) ** * *** *** 

(ii) Repott on the Action Taken by the Gov ernment on the recommendations 
made by the Committ ee on Petitions (Six teenth Lok Sabha) in their Thirtieth 

*+*Not relevant. 
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Report on the Representa tion received from Shri Raj endra Pra sad regarding 
al leged collusion of high profile people, industrialists w ith bank officia ls in 
getting sa nctioned large a mount ofB ank Loans resulting into growing Non­
Perfoml ing Assets (NPAs). 

7. Aft er discussing the Draft Action Ta ken Reports in detail, the Conunittee 
adopted the same w ithout any modifica tion(s). The Committ ee also a uthorized the 

Cha irperson t o  finalize the Draft Action Taken Repo1t s  and present the same to the 
House in the enstl ing Session. 

8. *** *** *** 

The Committee, then, adjourned. 

***Not relevant. 
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