Good morning Ladies and Gentlenmen,
I thank IBA for having invited me to this workshop to understand and discuss the potential of a powerful tool like XBRL for various types of stake holders be they investors, lenders, auditors, analysts, rating agencies, regulators, policy makers or the companies themselves who prepare their accounts and other returns submitted to regulators and the competent authorities under the law.

IT is the basis of XBRL and enables reliable consistent timely and user friendly data to be generated with built-in standardizations that make them capable of warehousing and processing for generating reports suited to the requirements of the user. It is to the credit of IBA that they have organized this workshop as a follow up of the last meeting of the Steering Committee on XBRL.

The Reserve Bank has been in the forefront of technology adoption within itself as well as been a facilitator in the banking industry. Some of these issues have been covered by Dr. A.M. Pedgaonkar in his opening remarks. Our current initiatives on supervisory reporting have been built to leverage on the existing foundation of computerisation, specifically the Core Banking Solution (CBS) now adopted by almost all banks.

Truly, the recent growth in productivity and welfare has been propelled by IT. Computing and communication technology has changed the world irrevocably and in a very significant way. The internet and mobile phones have completely altered our lives and have opened opportunities that were unimaginable not very long ago. If some one had gone to sleep even in 2000 and woken up now, he would have felt like a Rip Van Winkle.

Lets start with the basic information about a company. With companies going global it has become necessary to standardise taxonomies not only within the country but across the globe so that we can have comparable and consistent data across space and time. A company’s accounts if prepared in XBRL have enormous value. The company’s own management can mine the data to reflect different aspects of the company’s working, carry out peer group and competitor comparison and use it as a powerful MIS tool. An auditor would find it much easier to finalise accounts and can spend more productive time analysing the accounts and on audit. By having consistency tests and other ways of looking at the interconnectedness between different parts of the accounts a whole new value can be added to auditing. An analyst would through use of XBRL have timely data across companies to form meaningful conclusions and economists can have consistent information of sufficient granulation to make forecasts and run models. For bankers and credit rating agencies this will obviously be a huge bonanza enhancing the quality of their credit analysis. 
Let me try and explore how we in RBI could make use of this powerful tool. Since the Mid Term Review of the Annual Policy has just concluded let us see how XBRL adoption in companies and banks will help us in conduct of monetary policy. The first advantage I see is in having much more timely data at least from the dominant part of the corporate sector and banks. The most recent trends in sales expenditure production inventories and earnings would enable us to have a much more real time understanding of the economic trends and make better forecasts and projections. The aggregate data enables us to look at the overall financials of the corporate sector the capacity utilization, the gearing, sources and uses of funds and recourse to the domestic banking and financial system. Such an understanding is absolutely essential to take a view on output and inflation trends – the basics for our decision making. In the mid-term review, for example, we could use June data for the major players; the more recent the data, the more accurate we can be in our assessment and decision making.  
For the banking system, I also would like to point out that we have a long tradition of collating and disseminating micro-level data on banks. For instance, Statistical Tables Relating to Banks in India, the publication of which started nearly a century ago in 1915 captures micro-level banking data.  I would like to quote from the Introductory Memorandum of the first issue of Statistical Tables Relating to Banks in India in 1915.

“The object of the statistical tables appended to this memorandum is to show in detail of the latest available statistics relating to banking and the results of a statistical enquiry into bank failures in India in 1913 and 1914.”

Made in 1915, I would say that those were truly visionary remarks. I am happy to state that this publication continues to disseminate micro-level banking data till date.
I would now turn to the specific ways in which XBRL can help all of us in the banking system,

Let’s take the statutory fortnightly return under Section 42(2) of the RBI Act. The form is directly generated from the accounting data and in CBS it becomes almost automatic. Even though the return was originally conceived for CRR computation purpose, the return is now much more than that. After incorporating modifications suggested as per Y.V. Reddy Committee on new liquidity measures the return has data on foreign assets and liabilities and investments in shares and mutual funds. This return  us used for analysis of banking indicators on fortnightly basis and is available with a lag of fortnight. This return has been the guinea pig for adopting new technological innovations. There are multiple reasons for this choice: (a) it is one of the most watched returns within the Reserve Bank; (b) frequency of the return is very high; (c) it is being used by at least four departments. Prior to 2004, all banks submitted this return by hard copies and floppies. In 2004, we made a small initiative in the form of web-based data submission system called ORFS. We now observe good amount of convergence between provisional and final data of this return. So far, RRBs are not covered under web-based submissions; our efforts are on to include them into this fold. The system is now under parallel run for XBRL and the main advantage will be that any other return which includes the same data as in Form A will pull it from the same base level data through the XBRL and ensure consistency and reliability. The challenge therefore is to get as much of fundamental data generated from the basic accounts, and then generate the return more or less automatically at controlling offices, without the returns being prepared at branch level and regional level, and then consolidated. The burden on banks for filing returns will be hugely reduced. Banks management can also use the same data required by us as monetary authority and regulator to have a more powerful MIS.
Sector-wise and Industry-wise Bank Credit (SIBC) return
One of the important variable in Form A return is bank credit. The sectoral deployment of bank credit is another critical return on the basis of which the flow of credit to different sectors is monitored. While increasing the provisioning cover for standard assets in commercial real estate sector we were, among other factors, guided by 41 per cent increase in the credit to this sector year-on-year. This data is now available with a lag of two months. Attempts are on to get this return on a fortnightly basis using ORFS, so that meaningful comparison with data in Form A is possible. If this return is generated through XBRL its consistency with the base level data will be enhanced. 

Basic Statistical Returns (BSRs) – 1&2

This annual return gives a very detailed break up of bank credit in much more detail than that of SIBC return. There are more than 400 occupation-wise codes at centre level. This return, perhaps unique in the world, plays a very important role in India’s democratic polity.
Obviously, when such detailed information is sought, there is possibility of compromise on timeliness. So, SIBC return has been viewed as an abridged version of BSR return. According to our understanding, any bank with CBS in place should have no difficulty in providing either SIBC or BSR data.

Managing such a massive data with focus on quality and reliability of those data is an insurmountable task as of now. We face major hurdles in compiling this data in terms of quality, consistency and timeliness. Our experience shows misclassification in BSR data by banks still persists, perhaps due to non-alignment of codes with BSR codes. Lack of training at branch level also could be an issue. We feel that these problems can be solved to a large extent if all customer details are fed into the CBS and the CBS occupation codes are mapped exactly as per BSR occupation codes.
The issue of consistency is quite critical. The data submitted through BSR, the priority sector returns and the sector deployment return when aggregated throw up a variety of inconsistencies. NBARD and the MoF also call for returns on a variety of aspects relating to the priority sectors and agriculture that are reviewed regularly in PM’s meetings with bankers. We have found several times that the data with us differ from the data with MoF although the source for both data is the same viz. banks. I hope that the uniform taxonomy under XBRL and consistent source will vastly increase the quality, reliability and timeliness of these data.

Basel II reporting

As far as Basel II reporting goes, we are perhaps the only developing country which has implemented the reporting through XBRL, launched during an international seminar last year. While XBRL is being used for the revised capital adequacy return, we plan to apply it to other returns in due course.

Financial crisis and data quality issues 

One of the significant outcomes of the financial crisis is the importance that is being placed on  macro prudential supervision and obtaining indicators of build-up of risk through significant inter connectedness in the system between financial sector players. Also the information relating to the risk pertaining to individual regulated entities could get camouflaged through conduits like SIVs and even if such SIVs had to file returns to the concerned regulator these were not connected with the bank’s data to draw conclusions on the real exposures. A lot of changes taking place in consolidating accounts of different entities in the same group and identifying entities too large or too interconnected to fial so that they can be dealt with before they threaten financial stability.

Before concluding, I would like to touch upon the usp of XBRL. Conceptually, XBRL is simple – instead of treating business information as a block of text, it produces a unique electronically readable tag for each individual item within business reports. For instance, a net profit of say, Rs.120 crore in XBRL is not viewed just as the numeric 120 floating around but has all necessary accounting details attached to it. In order to fully appreciate this point, imagine that you need to consolidate aggregate deposit figures collected from zonal offices under you. Presently, most banks manually process this after collating Excel worksheets from different zonal offices.. XBRL fully automates this process of consolidation. This is done through “XBRL instance documents”. These instance documents can be sliced and diced by XBRL- interpreting software, enabling appropriate aggregations. Such automated aggregations are possible within XBRL due to the standardisation of definitions, incorporated in “XBRL taxonomies”. At present, we already have released XBRL taxonomies for RCA II (Basel II) returns, GPB return and Form A return. All these are available on our website.
Thus, being a standard for computer-friendly data transmission, XBRL seems to solve many supervisory reporting problems. It is with this view that the Reserve Bank constituted a High Level Steering Committee on XBRL fully devoted to supervisory reporting. The Committee aims to cover all major returns under the XBRL solution.

Summing up, I would like to highlight that: 

· High quality, consistent and timely data is essential for all stake holders alike whether they be the players themselves reporting the data or analysts, economists, policy makers, central banks and regulators alike.

· Inconsistency and misclassification issues can be avoided by ensuring that the base customer data captures all the parameters and characteristics of the customer.

· IT is only a tool – how effectively we use it for policy making and decision taking is what management is all about.

· The more the returns that get into XBRL, the less the burden on banks for compilation of returns leading to release of resources for business purposes. Also the reliability and consistency will get greatly enhanced.

I wish this workshop a grand success.
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