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PROMPT CORRECTIVE ACTION FRAMEWORK

The Reserve Bank of India (RBI) removed the Central Bank of India from its Prompt
Corrective Action Framework (PCAF).
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About PCA Framework

It was introduced in 2002 as a structured
early intervention mechanism along the
lines of the US Federal Deposit Insurance
Corporation’s PCA framework.

Under the PCA framework, Banks that
show weak financial parameters are put
under watch by the Reserve Bank of India.

Basically, It helps alert the regulator as
well as investors and depositors if a bank
is heading for trouble i.e. Non-Performing
Assets (NPAs).

The idea behind PCA is to proactively
solve problems before they attain crisis
proportions.

It acts as a tool for effective market
discipline.

It is applicable to all banks operating in
India, including foreign banks operating
through branches or subsidiaries based
on breach of risk thresholds of identified
indicators.

Key Monitoring Areas: Capital, asset
quality and leverage

The RBI has specified certain regulatory
trigger points, as a part of the PCA
Framework, in terms of three parameters,
i.e.

o Capital to Risk-Weighted Assets Ratio
(CRAR)

o net Non-Performing Assets (NPA)

o Return on Assets (RoA)
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What curbs do Banks face under the PCA?

Banks move from risk thresholds 1
through 3 with increasing restrictions if

they are unable to arrest deterioration.

First, Banks face curbs on dividend
distribution/remittance of profits. For
foreign banks, promoters are to bring

in capital.

In the second Banks

additionally face curbs on branch

category,

expansion.

Bank

additionally faces restrictions on capital

In the final category, the

expenditure with some exemptions.

Further, the RBI also has the option of
discretionary actions across strategy,
governance, credit risk, market risk
and human resources.

Revised PCA Framework:

Applicable From January 1, 2022.
The revised notification has removed
return on assets as an indicator to
qualify for PCA.

Difference between 2017 & 2021 PCA
Framework: The 2017 notification
of the PCA framework applied to

scheduled commercial banks but

excluded Regional Rural Banks from

its purview, while the 2021 version
excludes Small Finance Banks and

Payment Banks too.
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2ftsl HeRTaTh BIaTe e

afTeda foud §b (RBI) of Tge Sb 3iTH SfSAT I 31Tl UiFce defaed Tdeldl Ypdad (PCAF) & gel feaTl

vaEfdy

tefie tharad

g4 2002 & Jgrd e fRuifdle gedidd
pieuleerst & Uit sid &bt dof e T &efdd
UTef b g&daly dd o &U & Uel fasdr 91T &

Tefit & & dgd, datuile fadid Alelch! ol Gerfel
qTes Spl o AT fRuTd d b geT folvrereft & et
ATar gl

3 &4 A, 9g faarers & an-are fAders sie
HAATH AT 34 B Tdh BHeal A dAce dedl g afc BIg
dob yeermsft &t 3ie 9 T&T & Alell Sllol-UthIfAT
Tded (NPA)

iefie & Ute o1 fare ddse ol &4 Uitd bl d

Ugcs A3 BT Afdhd TU & € Foeoll 8l

g JaiTd] AIo1Te 3ifem&el o f3T Th 3uchetl o
&U & B el gl

g Ugdiol fhT IC Hbhdeh! ol HifEd efier &
Jorostiel & 3T UL M3 IT A chyfotdl
& AT & Ufddicsel doeel dres facefl gl afed
81Ted & ufdTesal dheal dres Haft dobl Ug SI] grdT
gl

g folorersft &7 goft, ufdeiufa Juredm 3iie
GGG
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PCA & dgd bl ol fdsel ufddel &1 AT cheoll

uzare?

dob ded Ufdeel & iy sifaa Har @ 3 do
ged g afe d fiierae ol Iidhol f srefatef 2l
AT g3, dobl DI wlafiel fadeul/Heh &b
OYUT U Ufdeel ol STHel deell Usdl gl faceft
bl & fo5T Udileel ol Yuft oaTefl gl &l

gerdt Avft &, dpi b e faedre ue sft el
1 HTHI Bl UsdT 2l

sifder Sioft &, Sob B1 Hw Bel & e Yoflord
g Uz oft ufdeel BT ATeTe dheell Usdl &l
Seh 3fBTdT, 3Tet3ITS o UTe TUTeifd, 2rmefeT,

3 faaomrefiot Bl o1 fadsey st 1

denfaa diefle tbaradh:

1 57oTad] 2022 & &I9]

cienfeld sifeiegaen of diefit & ST 3gdn
Tt @heal o fST Teh b o &4 & &ufd
Tz Resf ot gerfean 2

2017 3ite 2021 Hiefte theradh & i siae:
dtefic Shatads ol 2017 i Sifeerel
3Jfd AMIfAds dbt Ue &) gidt 3,
fdbal &t Irefior dopl B g&b arae A

1S e o1 ATl g, Adfds 2021 HEheuT A

Y fad db 3iie aTaTel da oft enfdies s1dt
&l
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