GOVERNMENT OF INDIA
MINISTRY OF FINANCE
RAJYA SABHA
STARRED QUESTION NO-*84
ANSWERED ON- 09/02/2021

NPAs IN METALS, MINING AND ENGINEERING SECTORS
*84. SHRI BHASKAR RAO NEKKANTI

Will the Minister of FINANCE be pleased to state:-

(a) whether Government is aware of the fact that the RBI Financial Stability Repozt points
out that the problem areas in terms of non-performing assets (NPAs) still remain in the
metals, mining and engineering sectors where the ratios are above 25 per cent while
construction, gems and jewellery and the auto sectors follow next with ratios of 21.8 per
cent, 21.5 per cent and 18.4 per cent, respectively;

(b) if so, whether Government has taken any steps in this tegatd to address NPAs in the

aforementioned sectors; and

(c) if so, the details thereof and, if not, the reasons therefor?

ANSWER
THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI ANURAG
SINGH THAKUR):

(a) to (c): A statement is laid on the Table of the House.
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Statement as referred to in reply to Rajya Sabha Starred Question no. *84 for
answer on 9% February, 2021/ Magha 20, 1942 (Saka) regarding “NPAs in metals,
mining and engineering sectors” by SHRI BHASKAR RAO NEKKANTI, Hon’ble

Member of Parliament

(a) to (c): The Financial Stability Report — January 2021 of the Reserve Bank of India
(RBI) has no reference regarding problem areas in terms of non-performing assets (NP As)
in the metals, mining and engineering sectors. As per the report, the gross NPA ratios of
the Scheduled Commercial Banks (SCBs) for these sectors, as on 30.9.2020, are below 25%
and the respective ratios stood at 12.6%, 15.6% and 19.4%. Further, the gross NPA ratios
of SCBs, as on 30.9.2020, for the construction, gems and jewellery and automobile sectors
were 21.5%, 24.1% and 8.3% respectively.

Loan accounts become non-petrforming due to a variety of factors, which may be economy-
wide or specific to a sector or a firm. Appropriate monetary policy, fiscal policy and
regulatory measures are taken from time to time to address economy-wide and sectot-
specific issues with a view to achieve macroeconomic goals and secure financial stability.
In the context of economic slowdown, the impact of the pandemic and the need to support
post-pandemic recovery, comprehensive measures have been taken under Government’s
Aatma Nirbhar Bharat Abhiyaan economic package, RBI’s COVID-related regulatory
package and revival framework to mitigate the pandemic’s impact on borrowers, ensure
business continuity and facilitate revival of real scctor activities and the steps announced
by RBI in its Monetary Policy Statements. These include, in#er alia, the following:

(a) RBI has provided a framework for lenders to implement resolution plans in respect
of eligible loans to corporates and micro, small and medium enterprises (MSMEs),
to enable lending institutions to offer customised relief to borrowers in the form of
restructuring, without downgrading the loan as an NPA. Such restructuring may
entail the grant of various concessions to the borrower in terms of altering the total
amount to be repaid, instalment amounts and the rate of interest, extending
motatorium and/ot the residual periods of repayment, waiving penal intetest and
charges, converting the accumulated interest into a fresh loan with a deferred
payment schedule, and sanction of additional loan.

(b) For 26 sectors identified by the Kamath Committee as having visible impact of the
pandemic, RBI has prescribed certain financial parameter ranges for the aforesaid
resolution plans. These ranges are typically more liberal than the benchmark ranges
generally adopted by leading banks such as State Bank of India, and thus enable
lending institutions to offer higher sector-specific relief for deep/comprehensive
restructuring. Metals, mining, construction, gems and jewellery and automobile
sectors are among these sectors.

(c) The debt servicing burden for borrowers has been substantially reduced due to
reduction in the benchmark policy rate and various liquidity enhancing measures
taken by RBI, which have resulted in reduction in the monthly average weighted
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average lending rate by 1.14% on fresh Rupee loans of SCBs over the period from
March 2020 to December 2020 and by 0.73% on outstanding Rupee loans of SCBs
over the same period.

(d) A significant proportion of enterprises in the gems and jewellery, construction,
automobile, metals and engineering sectors are MSMEs. The following measures
have been taken to support MSMEs:

@) A liberal restructuring scheme for MSMEs with loan exposure of up to Rs. 25
crore has been introduced by RBI, offering the entire MSME sector sector-
specific relief.

(ii) A scheme for emergency credit line of up to Rs. 3 lakh crore, backed by 100%
Central Government guarantee, has been launched for MSMEs and other
enterprises with turnover of up to Rs. 250 crore for additional funding of up
to 20% of the fund-based outstanding as on 29.2.2020, subject to a maximum
of Rs. 10 crore. A higher maximum of Rs. 100 crore has been allowed for
additional funding in 27 specified sectors, which include the metals, mining,
construction, gems and jewellery and automobile sectors. Till 25.1.2021,
Rs. 2.39 lakh crore have been sanctioned under this scheme.

(iii) Government has issued instructions for release of payment of receivables of
MSMEs by Government Departments and Central Public Sector Enterprises
(CPSEs) within 45 days.

(e) The following measures have been taken to support the construction sector:

(i) Government has issued an advisory for extension of registration and
completion dates of real estate projects under Real Estate Regulatory
Authorities by treating COVID-19 as an event of force majeure.

(ii) Forloans to the commercial real estate sector, additional time of one year has
been given for extension of the date for commencement for commercial
operations.

(iti) The Credit-linked Subsidy Scheme for Housing under Pradhan Mantri Aawas
Yojana (Utban) has been extended by one year (dll 31.3.2021), providing
subsidy for purchase of residential real estate.

(f) To enable contractors to participate in tenders, Government has issued an advisory
to CPSEs to reduce performance security to 3%, from the existing 5% to 10%, of
the value of the contract for all existing contracts. This has helped such contractors

in, among others, the metals, mining, engineering and construction sectors.
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SHRI K.J. ALPHONS: Sir, in the Budget, it is announced that there is a proposal to
transfer all the NPAs to a new institution. In fact, the terminology used is 'bad bank'
for all these NPAs. | do not understand as to how does it make sense if all such bad
loans are transferred to another institution. | don’t think the idea of 'bad bank' is a
good idea. What does the Government think about this?
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(THE VICE-CHAIRMAN, DR. SASMIT PATRA, in the Chair)
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SHRI BINOY VISWAM: Sir, does the Government envisage a situation where the bad
banks will overtake the good banks of the country?

SHRI ANURAG SINGH THAKUR: Sir, our banks are doing well. In a country like
India, we need more banks and stronger banks. And, as | said, all steps have been
taken in the last six years under the able leadership of Prime Minister Modiji, whether
to recapitalize the bank or bringing the transparency and accountability into the
banking system. As | said earlier, Asset Quality Review has been taking place for all
those loans which have been granted in the earlier regime as well.
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