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appointment again. We have taken initiative ourselves. I know that regardless of
the reservation of the House, there is a judgement of the Supreme Court which we
have accepted in all humility and we are working according to the parameters set

by them. Sir, I am deeply grateful to you for providing me this opportunity.

MR. DEPUTY CHAIRMAN: Thank you. I actually congratulate every Member
who participated in the discussion. The discussion was of high level. It was very

informative for me also. I congratulate the Minister on explaining it very well.

GOVERNMENT BILL

The Enforcement of Security Interest and Recovery of Debts Laws and

Miscellaneous Provisions (Amendment) Bill, 2016

MR. DEPUTY CHAIRMAN: Now, we will take up the Enforcement of Security
Interest and Recovery of Debts Laws and Miscellaneous Provisions (Amendment)
Bill, 2016. Shri Arun Jaitley to move.

THE MINISTER OF FINANCE, AND THE MINISTER OF CORPORATE
AFFAIRS (SHRI ARUN JAITLEY): Sir, I move:

That the Bill further to amend the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest Act, 2002, the
Recovery of Debts due to Banks and Financial Institutions Act, 1993, the
Indian Stamp Act, 1899, and the Depositories Act, 1996, and for matters
connected therewith or incidental thereto, as passed by Lok Sabha, be taken

into consideration.
The question was proposed.

DR. T. SUBBARAMI REDDY (Andhra Pradesh): Mr. Deputy Chairman, Sir, I
rise to speak on the Enforcement of Security Interest and Recovery of Debts Laws
and Miscellaneous Provisions (Amendment) Bill, 2016, which was passed by Lok
Sabha on Ist August, 2016. Earlier, it was referred to a Joint Committee of both

Houses for examination, and the Committee submitted its Report in July, 2016.

I am very happy in welcoming this Bill. The Bill aims to strengthen the hands
of the banks and financial institutions to recover the money from the debtors, to
whom they have given loans, making the banks strong and also taking the initiative
to facilitate new investments, which will ultimately lead to higher economic growth.

We appreciate that.
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Sir, before that, I would like to say that today the banking industry is in a very
difficult situation. Stressed assets amount to I 8,00,000 crore. It is actually 5.6 per
cent of the GDP. So, the Recovery of Debts due to Banks and Financial Institutions
Act was passed in 1993 and, through this Act, Debts Recovery Tribunals were set up
for recovery of loans. But, you must be aware that about 70,000 cases are pending

in the Debts Recovery Tribunals.
[THE VICE-CHAIRMAN (SHRI SUKHENDU SEKHAR ROY) in the Chair]

I would like to draw the attention of the hon. Finance Minister that the banks
are in a bad shape and are in dire need of capital infusion from the Government.
No doubt, recently, the Government has infused some capital. But, actually, that is
not sufficient. Every day, we see that the Government is very much interested in
economic growth and the growth of Indian industries. For this, banks should be
strong, sound and stable, and should be able to finance new industries. But, since
there are high NPAs, they need more capital. So, now, I expect the Government to
give such infusion of capital so that in future, all banks become self-sufficient and
strong, and play the important role in building the Indian industry. I am also very
happy that because of this Bill, there will be exemption of stamp duty on loans
advanced by banks and financial institutions to Asset Reconstruction Companies. This
is a very important point. To make the hands of banks more strong and recover the
assets and loans from the people, they must have the registration system. Stamp duty
is very costly. Therefore, I am very happy that you are amending this and giving
exemption in respect of stamp duty and levying of charges. Amendment will also
enable non-institutional investors to invest in security receipts by Asset Reconstruction

Companies. I also welcome this, which is a really good point.

Then, I come to those who are issuing debentures. Even the Government issues
debentures. Debenture trustees will also have same rights as secured creditors. It is
also a very good point. Then, there are five changes in the DRT Act. In Section
13 of the SARFAESI Act, you went in for serious changes. First, I am very happy
to see that they will have to enforce security interest for NPA without intimation to
Tribunals. If an asset was declared as non-performing asset, under the SARFAESI
Act, they could directly go to an asset reconstruction company. Also, the amendment
of the Indian Stamp Act and amendment of the Depositories Act, 1996 will help
the banks and financial institutions to recover the bank loans faster. The banks have

failed to take notice of early signs of stress on the loans disbursed.

Sir, here, I would like to say that the banks also have to play a very important
role. Sir, I draw the attention of the hon. Finance Minister that the banks must take

initiative on stressed assets, guide them to a one-time settlement and actually give
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that to them. Regarding these stress loans, what 1 would like to say is that it is

due to circumstances. There are wilful defaulters and there are defaulters because of
the circumstances. For instance, there are some industries like steel, sugar, cement
and textiles, which are temporarily sick. Therefore, infrastructure also, today, is in
bad shape. They are in bad shape and, because of this, NPAs are going up. So it
is the banks which should come forward, guide these borrowers, see that they do
quick settlement and make the NPA go down. The Amendment also empowers the
Reserve Bank of India to regulate the ARCs (Asset Reconstruction Companies) to
carry out audit and inspection of the ARCs and to impose penalty on the ARCs.
This also is a very good step and I appreciate the fact that the Reserve Bank
has, actually, been empowered now to have control on the ARCs. The RBI is the
regulator according to the amendment. What happened earlier is that a lender used
to take loan from different banks showing the same property. That is why, a Central
Registry has been created, and now, to prevent multiple loaning from different banks
on the same immovable property, the Central Electronic Registry has been set up,

and I welcome it.

Sir, in the whole Bill, there are four Acts which are being amended. The SARFAESI
Act is being amended. The Recovery of Debts due to Banks and Financial Institutions
Act is to be amended. The Indian Stamp Act is to be amended. In the Indian Stamp
Act, there should be a clarity. Actually, for registration and stamps, the borrower
and also the banker must agree. There is no clarity as to whether the banks can
straightaway register the assets or both must do. I seek a clarification on this. The
Depositories Act also has to be amended. The amendments made in the legislation deal
with the following points. One is, expeditious disposal of all applications. Second, it is
an important change that there can be electronic filing of applications. Third, priority
of secured creditors is enforced through DRT amendment. Fourth, debenture trustees
will be treated as financial institutions. Fifth, empowering the Central Government to

provide for uniform rules for conduct of proceedings of the DRTs.

Sir, there were a number of changes in the DRT Act. Now, in SARFAESI Act,
Section 13 is being amended to enforce security interest for NPAs without intervention
of tribunals. That is a very good point, which we welcome and support. There is one
more important thing. The entire nation wants economic growth. If industrial growth
is there, there may not be frustration among the youths, and employment potentiality
will increase. For that, banks and financial institutions have to play a very important
role. As on today, the banks are in a difficult stage as they are having NPAs worth
T 8,00,000 crores. They are, actually, in a very, very embarrassing stage and they are

not coming forward to give loans even to genuine entrepreneurs. Therefore, it is the
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duty of the Government to ensure that they do it. I would also like the hon. Finance
Minister, to clarify at the time of his reply, as to what efforts they are making to
strengthen the banks. On the one side, through this Bill, they are giving strength
to the banks to actually recover all these debts from the debtors. Besides that, for
the growth of the industry, how are we going to give confidence to the banks, how

we are going to enable them to give more loans to new and genuine enterprises?

Sir, another most important point is, today, the banks have a lot of NPAs and
they are in bad shape. We have to look at it in two parts. The NPAs have come
about because of some wilful defaulters. The NPAs have also come about because, as
I already said, some industries became sick temporarily. Sometimes, these industries
became sick permanently. So, for those industries which have become temporarily
sick, which are going to recover in future, the Government should have a mechanism
to see to it that the banking institutions are properly guided and directed in this
regard. They should be directed to give a helping hand to those industries which
have become temporarily sick. They should, in fact, segregate such NPAs instead
of putting everything together and saying that the banks are in bad shape. In the
new amendment, there will be registration of creation, modification or satisfaction
of any security interest over any property of the borrower by all secured creditors
and the provision of integration of the security system. Everything will be registered
together in one registry so that, at the push of a button, the authority will know
what the properties are which have been given to the bank as a security. This is
really a wonderful amendment; we welcome it. It is really going to help the banks

and the industry.

Then, Sir, creating central database on security interest over the properties of
borrowers is also very good. Then, the Reserve Bank of India is going to have control
over the ARCs which I have already mentioned. Then, there will be an exemption

of Stamp Duty on loans which is also very important and helpful.

I want to draw the attention of the hon. Minister to one more important thing.
Today infrastructure is in a very bad shape. The Parliamentary Standing Committee
has given a suggestion to develop a vibrant bond market to finance infrastructure
projects. Is it possible to have a vibrant bond market to strengthen the infrastructure
sector? Of course, this is not an easy task, and public must also accept to invest

in this market. But still I want to mention this thing.

The Parliamentary Standing Committee has also said that banks are not coming
forward to guide the borrowers in time and settle the things. I also want the
Government to direct the banks to be more alert and take necessary steps to guide

the borrowers who are actually struggling. Even though I welcome the Bill and
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the amendments, there is one more thing which I want to mention. It is mentioned
that cases would be disposed of by the Tribunal in 60 days. As on today, the Debt
Tribunal is given six months time to dispose of a case. But they are taking years
together to dispose of a case because of adjournments and so many other things.
In this Bill, you have put the timeframe as 60 days. In this connection, I want to
say that if it is beyond 60 days, and if they go to the High Court or the Supreme
Court, the Government should make an effort to ensure that the High Court or the
Supreme Court gives priority in dealing with bank’s request so that they can recover

the money from borrowers.

THE VICE-CHAIRMAN (SHRI SUKHENDU SEKHAR ROY): Two more speakers

are there from your party. Please conclude.

DR. T. SUBBARAMI REDDY: I want to draw the attention of the hon. Finance
Minister to the challenge on industrial development front, on the one side, and
recovery of loans on the other side. So, this is a big challenge before him. I want
to know from the Minister what efforts the Government is making on industrial

development front. Regarding recovery of loans, this Bill is going to help the banks.

In conclusion, I welcome the Bill and the amendments. The hon. Finance Minister
is cool. He can speak for a long time with a smile. But I do not know whether he
will respond to our questions. However, I am drawing his attention to some of these
questions. This is a big challenge for him. With all his skill, dynamism, intelligence
and buoyancy he can take up the challenge and ensure how the economy grows,
how the industry grows and how banks are going to recover the loans. Both are
going together. You are recovering bad loans. Of course, you are giving teeth to the
banks through these amendments which are really going to help. You have to see
that banks are tutored that they should not simply worry and afraid to participate
in the development of new industry. They must participate, make an effort to study
whether a new industry is genuine or not and then come forward to give loans.
The Government has infused some capital into public sector banks. That is not
sufficient, still, banks are struggling. You must infuse more capital because they
are Government banks. Even if you infuse more capital into Government banks, it
is your money. Once again "THIIRTIUN: FTe+: FEudM: Afyder: Afgdia:" That

means, the economy should be spectacular, phenomenal, matchless and unparallel
and hats-off to you. Sir, granting ‘Special Category’ status to Andhra Pradesh is not
the subject of discussion now, but still, I would request the hon. Finance Minister
to consider giving Andhra Pradesh the ‘Special Category’ status. Thank you very

much.
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THE VICE-CHAIRMAN (SHRI SUKHENDU SEKHAR ROY): Shri Bhupender
Yadav.

SHRI BHUPENDER YADAV (Rajasthan): Sir, the present amendment of the
Enforcement of Security Interest and Recovery of Debts Laws and Miscellaneous
Provisions (Amendment) Bill, 2016, is another step towards economic reforms by the
present Government towards facilitating the ‘Ease of Doing Business’. The present Bill
was examined by the Joint Select Committee of Parliament and, being the Chairman
of that Committee, I would like to thank all my colleagues who had deliberated on
it in great detail in the Committee. We were able to suggest 21 Amendments to the

Bill. T also thank the Government for accepting those Amendments.

Today, we are creating an environment to encourage entrepreneurship in our
country for better economic growth. Ease to do business should begin with an
easy process to start business; as it goes through the process of getting credit, the
procedure should be easy and simple. It should give protection to investor provide an
effective process of enforcement of contracts; and lastly the ease of doing business

should ensure easy procedures for resolving insolvency.

When the present Government came to power, the financial institutions were
suffering due to NPAs and bad loans. The present position being there are 70,000
cases pending in the DRTs, with NPAs worth five lakh crores of rupees, and these
have been affecting the economy adversely. The Government realized this fact and
started identifying the existing problems in the system. The Government recognized the
importance of the regulatory environment in promoting entrepreneurship and undertook
the objective of making India one of the easiest places to do business. Undoubtedly,
there was scope for improvement in achieving this target. Therefore, the Government
started working towards it. Last week, the GST Bill was passed; before that, the
Insolvency and bankruptcy Bill was passed. Then, the Benami Transactions Bill was
passed. These were the steps that were taken by our Government for introducing

economic reforms in the country.

Sir, I want to say that, presently, one of the biggest problems is that of NPAs
and bad loans. In order to resolve that issue, the SARFAESI Act empowers secured
creditors to take possession of assets against which loans were taken, in case of
payment defaults. It is supposed to ensure fast recovery of bad loans, which affects
the credit market in the country. The present Bill has made provision for the timely
disposal of cases. Earlier, we saw that the CMM used to take a long time for
recovery. In the present Bill, we are providing a limit of thirty days. The Bill has
also proposed creation of a central database of records, which is to be maintained

so that the information is not lost in the plethora of intra-State reports.
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Sir, the Amended SARFAESI Act empowers the RBI to conduct audit and
inspection of Asset Reconstruction Companies (ARC). We know that the ARCs buy
NPAs from the banks. So, it is very necessary to create a mechanism for the regulation
of ARCs. The ARCs buy the NPAs from the banks on discount and recover the
money. It may penalize the non-complying companies. We have also given powers
to the RBI to examine the statements and information about ARCs. The RBI is also
allowing banks to absorb their written-off assets in a staggered manner, which would

help them in restoring their balance sheets to normal health.

Sir, the present Bill also seeks to empower DRT in the light of the Supreme
Court judgement. Recently, the Supreme Court had given a judgement in a tenancy
case. The question was whether the third party tenancy right will be decided by the
DRT or not. Sometimes, we know that when a recovery process is started against
a secured creditor, they immediately create a tenancy. But, sometimes, the recovery
gets delayed. For that purpose, in the present law we have provided a mechanism
to take care of that. There is one question, Sir. What would be the cause of action?
Sir, for debt recovery, we are providing for a time-bound procedure. The Bill also
makes provision for restoring possession of secured asset to any aggrieved party,
if the action of the bank is invalid. With an amended provision, DRTs can decide
the third party rights including tenancy and leasehold right in secured assets. The
present Bill has made changes in the jurisdiction as well as also in Section 17. Now
banks and financial institutions can file cases within the local limits of the bank,
which maintain records of that loan. It is one of the good steps to reduce time of
disposal as the record verifications etc. as the lack thereof used to be the reason for
adjournments. The Bill also provides for certain procedures, which are to be done
electronically; this will save time and money. It will also bring transparency and

create an atmosphere of accountability.

Any law requires some time to show its effect and, I believe, in due course
of time, the laws enacted for economic reforms, will show the commitment of the

Government to make India a strong economy at global platform for the investors also.

The Insolvency and Bankruptcy Code is now enacted, but, it will take some time
when complete infrastructure will be ready to enforce the Code. The Code could
achieve its target of providing one-stop solution for all insolvency-related issues, or

problem of non-payment of debt, and the Government is committed to do so.

A very recent advertisement for the members for the Insolvency Board by the
Finance Ministry shows that we have not stopped after passing the law; we are

working step-wise to achieve the purpose as soon as we can.
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Everyday, the Government is proving its commitment to achieve the goal of
becoming a business hub. The prime focus of the Government is to make laws
and policy, which ensures higher accountability, transparency and makes access to

information easy and delivers of services fast by making best use of the technology.

We also know that the DRT faces the shortage of judges. So, in the present
Act, we are enhancing the age of the judges in the DRT, that is, 65 years, and
for the DRT, it is of 70 years. You know, sometimes, the vacancies are not filled
because the person is not available. So, earlier, there was an amendment made in
the Airports Authority Act also that for the Appellate Tribunal, if a person is not
there, but a similar-situated Tribunal is there, so, the similar-situated Tribunal Judge
will also work in an ad hoc capacity in the same Tribunal also. So, that provision
is provided in the DRT court also so that our cases do not suffer because the judges

are not there. So due to this provision, we will not suffer in future also.

Pending cases in the DRT has been a matter of concern for the Government, and
therefore, the Government is concerned with strengthening the DRT in every possible
way. Shifting work load towards the NCLT after implementing the Bankruptcy and
Insolvency Code is one such step, which will reduce huge work pressure of the
DRT because, as per the Insolvency Bankruptcy Code, the NCLT is an adjudicatory
authority for cases related to non-payment of debt by a company and an LLP for
the default amount notified by the Government, and once application is admitted
there, the proceedings in any other court will be stayed for the same cause. Sir, the
time-frame is also necessary because if we are not able to dispose of the cases in a
time-frame manner, especially, the financial matters, then, it will be a huge loss to
the country because investors will not be ready; those who are investing the money,
sometimes, may feel that system is not with them. So, a time-frame procedure we

are providing by the present amendment also.

I want to say that these amendments made by the Government in the SARFAESI
Act as well as the amendment moved by the Government in the DRT Act, is also in
harmony with the earlier Bankruptcy and Insolvency law also. In the Bankruptcy and
Insolvency Code, we provide one major structure or major institution for resolving

the insolvency and all these problems.

I would like to conclude with the firm belief that while identifying the loopholes
and simplifying legal procedures, making provisions to assure accountability,
transparency and security of investment, India has taken steps to become a place
to be one of the few choices to do business. The aim of ease of doing business

is to empower competent people to venture out, encourage them to take risks and
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facilitate them to compete in the global market. Further, it will provide employment
to people at all levels. Again, I would congratulate the Government for attracting
the investors, and the multinational companies by providing simple and effective
adjudicatory mechanism. It is successfully achieving the dream of Make in India,
Start-up India, Digital India, Stand-up India, so on and so forth, which is the vision
of our hon. Prime Minister. I congratulate the hon. Prime Minister and the hon.
Finance Minister for putting in best efforts to achieve this target at a greater speed

and in a committed manner.

SHRI JAIRAM RAMESH (Andhra Pradesh): Sir, economic reforms % AR |
T& € f5 i Sft sh § 9l ... (caum)...

THE VICE-CHAIRMAN (SHRI SUKHENDU SEKHAR ROY): Shri Naresh

Agrawalji, not there. Now, Shri Ravi Prakash Verma.

2t I g gA (SR Y<w): IYGHIEE Heled, Ui &l b1 gadd &R
0T el fAf Jur gl Sudy (@ene) fAedsd, 2016 9gd dedyyl [9d g1 g9d
Enforcement of Security Interest P issues X TdT Bl & Bl

W, AN B IRG H ol 1 HH 9t S R AEGd 81 I8 Bl I8 SHER
A BN B P R & @1 &1 T 7 ARG BRI BYAT bad loans H, WG
loans # AT B3T 1 d%1 & U 301 T L BN B, 9% 4 ufedd &1 e 8,
T S9H U1 ST BRA § 3R §@ AT financial institutions S U @I 3R El—cﬂﬁ g,
e f6 SS9 dRIIR d g9 fhar < 91 o aRfRfaa 9= 8, o9 f &)
AT PV o 2 fo RyawR, 2015 d@ 6.2 per cent of total loans of public sector
banks have been categorized as bad loans or non performing asset, I8 I Il
21 399 Ud IS 3R fordt g8 ® % State run bank’s portfolio ST write off T w72
T, 98 P AN BT T 17 TRHC ATl

X, debt recovery Udh g9l issue g 3R SHDT anferep faera ) e BISKI %,
gAY 39 BT &I S’d ! b Sl fO<f oIR8, S¥9a! Woe R Gl Sl
debt recovery T TR %, SR promote X Ab| I U 3BT Bl H a9 Ygol
SATETIR A1el et H S A1 § Vs a1d adr1 dredl § & I8 &I, Sl Jf&Terdi
ﬁWW%ﬁﬂTiWW%ﬁN,m%aﬁ_\’settlementméﬁm
2 @I R T B U UhRor B, RH reTeral & HIegH 9 settlement B U
AT, &9 |Iel, USs AT A1 $el-Pel a9 a1 9 i1 81 g o/l fqerreid
AT H, S financial institutions &, Wil 9% 8, d 99 ATl dd afford T8l &%
Abd 6 STBT YT bad loan § BT IB, T8 productive T I8 iR T HRUT ¥
FHH-HH AV AE-A RIS BUAT write off HRAT TSI Tl 3Md 39 BT I $TH 9GG
e @ 9T Bl
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XY, insolvency P issues WX ’jﬁ’;’ gregd Sft 91d B) W@ A1 A EI@ UeT § IR
insolvency WX | Qb DI 91T AT g qur I8 QURT O F91-T 1T S
insolvency & issues &, S W S WRATT &, S AT €, SN B 8] B Ul I8
g, Sl stress assets 99 7T ¥, S9d disposal P IV TRGR 7 WM 91T o1, <Afpd
I9H ST waterfall % fo5 PI-BIT A stakeholders %, ITBI HI-HT TaT el iR g
I & stakeholders &, T8I goil &g &, ! Yoil & f&dl B GRewm 8l Al g
el & fh WReR 9 99 feem # ff uw eresT1 &M fhar of 8k U8 d W o
ST faw S 93 Y@ B W BT § G fey g, e {5 S assets
B BU ©, R assets H Uil &, STdI STeal ¥ STeal disposal fRaT ST bl

W,Gﬁ@?'l’e[loansg',ﬁbad Ioansg,mﬁﬁmwwwﬁﬂﬂf
g B Al 59 I8 919 Fel o & off {6 9gd 991 d|IE H B @ dRis Judl,
ST financial institutions T &, T8 stressed assets EFT?:[EBT%‘, de NPAEH?:[EBT%ST\R
IAP retrieve BT Bl SR 8, 9gd g9 AN W restructuring Wl &1 SIT & &, <Afh
S g 9% €, Sl 99 UGS ©, S gSi-gs! Al €, Il PO THI Usel Al
Sit @Y =l e W81 ol 4 89R Wed $ e W k@ € 3R U g fIoadd o 2
A, TE tendency 9 & ¥ 6 q9-9¢ fIomads & < g 81 €, 9 I died &l
AATHT BT o B, ST B A &, SAP against Al A okl &, SHDI 84 TAR
IR 3MId WA gl Hel 9 Hal faxiig de=i & #f ... (@w0g &) "9, 91, § 370
arEl A kel dle dTell g

Syaweas (St U5 IW@R IF): WA SN 8T Ao’

it <3 werer aui: R, q &l Eﬂﬁ'ﬁ, | am going to conclude. WX, focra et
EBTretrieveW%Wﬂ%W%ﬁ?ﬂﬁﬂﬁassetsWWW?@%,W
HE! JAH 8 Fh| WAR A SMEs, i1 BIC 3R F8H ol & &N 8, I8 T9d]
g f ITP! 4 BT A 1 H T financial institutions I @M o< ¥ dgd faabd Bl
Tl 989 9R W B9 8, R @1 gled t8d € SR BIel SRR T A1ed §
IT AEGH GO BT BRIGR T A8 &1 S db d 10 per cent U THR &1 31 &,
9P A9 frerdr 81 981 B 9are I8 YT BI1 ® fF S financial institutes %, w7 q
YT behavior ¥t gaeT IO AT <&l g8 UG AT SHBT @)1 U & Foidl &7 AT
fefl &= fRiy & folg I8 DI blueprint ST B3NN 282 BIF-BIF Al SISl a8t
T € IR AN 981 BIF-3hiF J PRIER WS HR dldl 8, fhd™ 98 I9M IR SMEs
P HIEH W SR YT B 9Tl 8— 7 A & I DI blueprint T8l 8, oifh Sad
qracie W I8 AT I & T AR FHCTIT KO of W& 1 SR Bl-PT srelegaen
HHD A o Wl B, @ S99 At pHfai Tegs #R W8 § 8K d pay off T8l BY
LI RIRSIREERE %, J TeATT 81 %2 © 3N stressed assets 9 38 &l

X, ?Rﬁ ST stressed assets %, I9H financial institutions DRTs &1 310 &Y
FHd & 3R d WA B FHhd © [P I Sl collateral assets?*lﬁ"g’({%,@’:l?ﬁaﬂ#
B FART & SN I I FH B FT I@E A1 T BIE B AT
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{98 9Y T AT, WfPbT 39 DRT AR R <M Al Rfell SR T F &
3iex &1 Sl stressed assets &, S7& 9P & BdTl BY <IN 3R I ST ARCs B, S 4
stressed assets @I &9 &I fhy ARC Sl SIRAISS BT B B BRI S SIS &
JT A I8 STD! equity H convert BRI AT R 319 W HTodR, ST STHR &
St 1 4T fYelRT, S9®l Aed R BT B B IS Uh dardd UGl 81 IET gl Il
qug ged St H1 g9 919 &1 f976 B I8 I & Sl DRTs T @1 T &, STH Sfolol
B BT g1 g8t A1 981 RRIRY o1 BT T &R F3-s Wil ¥ gHed dAfd §l Udh aih
WHR Ig TT B I8! & f&F &F A given time § I IR & IR AT & oY AR
T TRG A R F SR 81 gH1 8, d DRTs WTell TSI &l 34 39 I $T Jrag™
fopar a1 ® {5 S 921 <1 WU, offhd I8 1 dls GHIEE F8] 81 39 type P issues
Pl address BT b %IK’ U UXT cadre 3T J BT ﬂTf%'QI ST judicial experience
GAT B 3R 3 B4 BT Slea] ST BT B BRI B Al

W, § TP 914 3R FE1 d1edl g 6 fBail ARCs &, g9 & <@ & ¥ sfise
ARCs 1 83 Hl, Af ST financial institutes &, 39d &RT sponsor ®I s ARCs
ff il I U B W U TSIk gER B 4 IS SIS BRI HH-HH
9 SR ol € o g & faxiia iR # U 6 1 @ls AfhgrenRor a1 78
B Sff J8T 87 91 ol 2 6 SRR &l 39 915l R I8! T e @ et
fe URT T UYRT fIeeH Th transparent I A Tkl ¥& 3R Sl stressed assets o,
Ffe8d WU A 9 IR BRIGR TR 81 b &1 IHH Sl allied issues &, IAA A& S
QR ﬂ% %*, SR policy &I A issue ¥ 3R agricultural land issues %, ﬁ @ issues
%,WWE@@W@%WQWWWW%I X, stressed assets @I
Sl UH IS R Fell 3 W&l off Y9 SRS © P 39 S & | 9 98 g
Bl S| TTHT 7 AT BRIS & stressed assets I FHIETT 81 AhN WX, I§ 98
SNt 9T © b assets &1 USThROT Eﬁ"'IT, NI Q&R@Tﬂ stressed assets @Y dl
IT W eI 4§ gfa frerdl, Afew S #9 9amn, |uRil & over invoicing T
g91 399 81 o/ A 0T forY S €, STef Hel fHelwird gl &, g8l W HuRknl ot
over invoicingEﬁ?ﬂ%l@ﬂ%’@ﬂm%mﬁﬂwﬁﬂﬁﬁw-wﬁﬁﬁ
JTT-31eIT B9l o forar S Bl 3_‘5?!?_6’2?% irregularities i SUT-(I)[%, ﬁwws%
recoveryﬁ@"g’ﬂﬁﬂ%@ﬁ%lﬂ?,@W%%W@WW%%R#
address a1 ST Sl B

AR, 3 & IfAEal H PR A TP d1d AR Pl a8l § b agad 4 fegwr
Rere o € a1 9g Ridisi €, e[ ool 9o &1 991 goicd & A1eq 9
financial institutions ¥ <IITRIT %, Sifs |dt # fores 21 I8 personally T IHBRT
¥ g 5 ey 1 BM & are A 9 Buf 99 ARl Bl e T8 aR @ 8, ™
PR 9 individuals 984 IR &1 ¥R, g YR 41 faRII IITR BT 8 g1 G3I oIl
g 5 U garull R W 95 TERE ¥ AR B B Se}d © iR |l fhet @l
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ST, S faxii aroTR # Ferd! 8, 97 Ugdrd gU GHIE BR Bl &= # o
g DI SR Bl 39 I AW AEH! S AR U g9 7, Oy SRl & A 9
g8 fEgM 1 restructuring @1 AfhAT H IFHT WRIGRT FHTad R FHT 5H0H
A B H 39 R 1 GHLIT PRl g R I AT § b WHR W GRT Ior
T ST BT el R

SHRI A. NAVANEETHAKRISHNAN (Tamil Nadu): Sir, I thank hon. Amma.
This Bill, the Enforcement of Security Interest and Recovery of Debts Laws and
Miscellaneous Provisions (Amendment) Bill, 2016, has made very good provisions to
recover debt. I would like to draw the kind attention of the hon. Finance Minister
and the Central Government, subject to correction, that this Act popularly known as
the SARFAESI Act is made applicable to all loans which are secured. They have
defined what is secured debt and what is secured creditor. So, the definition of
secured debt and secured creditor is playing a vital role. I want to raise one doubt
with regard to death of a student named Lenin in Tamil Nadu. He has committed
suicide. That is why I am raising this issue. Now, as per the details available in
the newspapers, he has borrowed a sum of ¥ 1,90,000 which is an educational loan
and as per the bank he has to pay with interest a sum of I 2,40,000. But this loan
was assigned to ARC. They call it Reliance Asset Reconstruction Company and
this loan was obtained from the State Bank of India. Definitely, he is a very poor
student. He could not have given any property as security for the loan that he has
availed because the amount which he has availed is ¥ 1,90,000 only. So, without
any security the loan could have been dispersed to that student, but the loan was
assigned to the Asset Reconstruction Company and they have taken coercive steps and
they have threatened the student that your educational certificates will be ceased. It
will not be given to him. They said that certificates will not be given to him. That
is why he had committed suicide. My submission would be: Without being secured
debt, how come it was assigned to an ARC—Reliance Company in this case — and
my further search on internet reveals that the NPAs were sold for 45 per cent of
the outstanding amount! So, bank is not collecting the entire amount from ARC; it
is collecting only a certain portion of loan amount. It is not collecting the entire
loan amount. So, while ARC is making a partial payment and forcing defaulter to
make payment by adopting coercive methods, I think, it is not fair. It is not a fair
procedure. Also, the SBI’s action, which is definitely a ‘State’ as per definition under
Article 12 of the Constitution, cannot be arbitrary and unreasonable. The loan might
have been disbursed by bank to a student. He might have committed a default. There
is nothing wrong in it because he was not able to secure employment; whereas,
very big defaulters run away from the nation. Of course, that is a different story.

So, my humble submission would be: Without being a secured debt, how was it
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assigned to M/s Reliance’s ARC? And, because of the unreasonable, arbitrary and

coercive steps taken to collect money, he committed suicide. So, my submission to
the Central Government is that the SARFAESI Act cannot be made applicable to all
kinds of loans. There must be some threshold limit. If loan exceeds ¥ 1 crore, then
the SARFAESI Act can be made applicable. What is the speciality of the SARFAESI
Act? Sir, the speciality is, without intervention of judicial process, property can be
taken possession and it can be sold. That is the main objective of the SARFAESI
Act. So, that kind of harsh action need not be made applicable to small loans i.e.,
below X 1 crore. Also, the SARFAESI Act cannot be made applicable to educational
loan and loans given to small and medium enterprises. So, you must limit application
of the SARFAESI Act depending upon the quantum of loan or quantum of amount
defaulted by borrower. So, depending upon the quantum of amount which is in
default only then the SARFAESI Act must be made applicable. Otherwise, you
are treating unequals equally. A small borrower cannot be equated with a very big
borrower. Of course, it is correct that secured creditor, secured debt, mortgaging,
immovable property or pledging movable property are very nice principles. And, you
have created a Central Registry. It is good; nothing wrong in it. But educational loan
and loans given to small and medium enterprises cannot be equated with very big
companies which have availed very huge amount as loan from banks. So, the SBI,
being a ‘State’, as per Article 12 of the Constitution, given loan to a student cannot
be assigned to any ARC. I think, it is, per se, illegal. What had happened to a
small boy? He felt that he will not be able to repay the amount, because everybody
feels that once money is borrowed it must be repaid. But, in this case, the boy was
made to commit suicide, because of coercive, unreasonable and mindless action on
the part of bank. Why I am repeating it is: The Central Government must bring
an amendment that the SARFAESI Act will not be made applicable to educational
loans and also loans given to small and medium enterprises. And, Sir, they must
fix the quantum. Suppose, if the default amount exceeds ¥ 1 crore, the SARFAESI
Act can be made applicable. So, small borrowers should not be brought under the
purview of the SARFAESI Act.

THE VICE-CHAIRMAN (SHRI SUKHENDU SEKHAR ROY): You have made

a very good point. Now, please conclude.

SHRI A. NAVANEETHAKRISHNAN: I am deeply obliged, Sir. The concept of
NPA should also not be made applicable to the educational loans, the agricultural

loans and the loans given to the small and medium enterprises.

Thank you.
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#Y fae T (afeaH Frer) « IS-IIRAT AR, IMUD] Tgd-9gd gIaAIe b AT
M ST 39 fdd R die &1 HWidT faam § orer |1 WWI S, 3MUHT indulgence
AR B ST BH AT 39 d R R a1 38§, U R GEKAT B, S §H AnT
address R T8 I8 82 W, s, 2016 TP 76,300 BAST pending TS §Y & 3MR 3Tl
3T BIcH H Il BT HIIG 2 AR BRIS BUY BT Hol hATl ol 2l Sl I$ HRUNCH
B &, a1 § aRIeR T g1 BT g, S5 Yh-Udh A § 500-500 hearings BT
%,WWWprooessdelay%ﬁﬂT%lW%‘?aﬁ‘TﬁﬁWﬁﬁwiﬁﬁ
Bl address HAT 18 I8 &, ol8l ddb oI HAS H AT &l 39D Ae@l, ST BAR
A fad w2 Sft 57 fUsel A9 W $8T 91, 919 Insolvency Act 9T gal o1, 6 I
IRI REAS STFQ'?L ST enabling and continuous legislations Bl TUh IR problem El?ﬂ_s; TI%
off f& Judicial Authorities § ST Recovery Officers dTH d %, SAD g‘(lr'\i‘l Y Bl U,
Sl 99§ T8l AT 7 f% problems ¥ off, AR I8 W solutions B 3R @y 17
g1 H T 6 fax #30 S & &9 Al B W S9P IR H §He <, S99 "9 <)

X, H I Ugel STdb! TUdh quotation YT ﬂ'@'l‘[l "The DRT will become country’s
first online court." JST T § STl &1 B, Sexve T8l & 3R 89 AT Hdd online,
online X Y2 Bl 84 S o & IR | W AT ZITP&”Q, SREZRCIRS I{El\rlcrlhl, online T
gevie @ ghaar T8 21 I3 396 IR ¥ 39 O 7 wEl <@ & 7 e g6 S9
SR BT & e AR, Fifd S defend FHR ATl BIAT 8, FHA SHS! victim HaTl
STl 1 ...(@auH)... § DRT & IR # §df Y87 gl DRT ¥ S dTell TR 3meH 2
TP g1 9% TP IR IMEH TR Sl attack BT &, § I $ U I 918 <@ gl
§% & U Al online JfALT &, DRT & U online JfA&T &, TR Sl victim 8T SITQ,
WWonlineﬁﬁmﬁglmmaﬁﬁWI

IgquTead (N YO AW IW): MY I1D] points dlel AT, 3D I TTgH
& Bl

# f® Tam: WR, I8l W TP Sl gAY problem IS ©, 98 I§ © b N9
hXd-hNXd ﬂ'ﬁ{ 9T H 3mn fh d@ directly guarantors UX Tl S ® 3R borrowers
P BIS I Bl AT 6 BT ST selective powers et I8 €, 396 IR § ot |rm
NIBIRCHRY

N, 84 J6 BT AT Tl X9 B %, g Qﬁ@ Qﬁ private businesses CACIEC I
& G 18T, R 6 9 a1 foddl IR v & 9% fAerar 8 3R cheque
bounce BT & @ S 3 W@' BRI pending %, I ¥ fhaT IR cheque bouncing
P cases pending Q@ gy g1 STh IR H 3‘\‘Tﬁ Eﬁg EEUSRRRSE] Insolvency Act
U g3l AT, 3¥ HY Finance Minister XTed 9 %81 AT fb d Negotiable Instruments

Act Tt amendment dlq‘l, SIEZRSIRICal cheque bouncing L7 case I R 2d B
b, offdh a8 Wt 21 M|
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w,sﬁ%ﬁ-%ﬁﬁﬁa’s’wﬁw%msa Reconstruction Company%f%ﬂ’
a@mwﬁlﬂﬁaddressmwglﬂEWcoincidence%ﬁﬁ@@ﬁ?ﬂﬁwo
per cent FDI fopar 71 8, St MY S9!t /1 €, S9d1 59 o # wnfae &x foram m
Bl 3 HRY, ARC ST B, I H W 81 A1eY, &9 S9h Raemw -8l 8, AR
B UH ISl dT8d §1 919 99 BT NPA BIdT 7, af 39 sa+ fuf=ra & o &, T &
WW@?Wﬁgﬁ;ﬁdebtsaﬁproblemEﬁ?ﬁﬁg,mﬁ@_ﬂmﬂﬁﬁ
W) JIRIT f6 STHT Bl $I SId 8 Ihdl &l TARI I T TaHE 3 G PRI
F Hol F ToR B Bl IR AT $Hh JU AT & <, I o9 §aq & av
e @R 2 €, <l 984 38T B 94 BT Bl A1 NPA BIAT 2, A 3117 i IHd]
recapitalize = & foT¢ T Td €, 4-4 Bills modify B & foTg o oMd €1 3T ST
AT IR e TaHe & 9R H Al 9T |1 e TaHHed MYd! El 82 da al
profit & forg, 4T M & fov &M R @ B S U1 AW & fog aF fen
o, N1 AN & fU @ &1 o1, $afey S9! I8 =1eT gaTl, Siafd T M-
Al development &T HTH B I&T &l AMYHT AT TS & AT 100 per cent relation Bl
& # a1 fhr ft 50 TRRiC RSN 8, 70 IWR¥e RBRIGRI 8, offdhd Wed & a1
dl 3MgaT 100 per cent Constitutional %?Rﬁm’ﬁ%l SRS Pl dhellh ﬁ?ﬁ%, ar
3MI TSH & debt & HUX &I T &l Id 872 3T ITD! AL I Agg R T2l
PRI ® 3R SAD! recapitalize R Ta] B 82 WX, H 3MMUd ARIH F A fa<T
31 St A gHPT STd1d AR

Wy, ?%E\ﬂ BT ART W development S country I growth H B[ g, @E\ﬂ
overall development and social growth P %‘, IfpT § S U1 < %, AN industrial
growth Bt ®, 39¢ aR § AT 91U

TR, BN fag w5 Sft &1 ve o o, S S o f3F ugel gt wed #
feam om § I9 A9 B PO Als Il ddie PRI ARG "States have to solve

their own problems because of some previous problems they had." Sir, States cannot

solve their problems on their own. Ud TX™ 37U cooperative federalism, federalism,
federal structure, Constitution _S’F?JT[%{ Pl g1 BRI %, 1 AT Sicell St & 919U & 919
& N I8 79 o f Tsl oneway federalism B grerT ® a1 R s?éf gH convenient
federalism or fake federalism HIM? IE B W federalism &2 Spirit of federalism H
S X8 BT WINUI I el 8MT Aty {6 WTH U TR $T FHIEH GE B
IR AT TI-HE T T-He I 3 N8 Uodl 3ITS of¥fl, a9 ol &1 o1 federalism.

AR, in fact, S W A Pl <@DHR, I Al HU-PHR I& ol & fb I

camouflaged centralism 2l

SuTege (ot YO AW I[): KT AP Bl AR @lee 991 872
st faas Tl: WX, IR BT ST gTa <F oI e %, Tl S99 Debt Recovery Tribunals
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PY I TS T 19 B AN ST P A1 S PR ©, d 399 FGafId normal problems
Pl ST BT B fow Udh Banking Ombudsman BIaT Bl

Suairafa #E1ed lordT gv)

T T © % R 9RE @1 &7 Ombudsman BT &, ST I8 DRT &1 t T
Ombudsman BT @1fE2Y| 9gd IR I8 <xd AT & fd o7 o Repred &l i 81
W%Sﬁ’\’ﬂﬁﬂﬁﬁ'ﬁ%lsw, recentlyﬁWﬁWWW%,ﬁ@ﬁﬂ“ﬂ
PIABIT TS PIC | UIST Bl §6 7 TP Ue] &l Ao & forg Hrarer, afes s
inspection T8l HRARIT AR IFH! ™ B fear, oifhd a1 § udr o & SqadT
U7 §6 b UTH AT BT AT WX, $9 RE & AR Al AMC B Fhd ©, Al 39 [
H DI safeguard BB B, I8 B ol fal 81 WX, TP HEIH H 3R fad H37 oft
& 3P IR H qamd, a1 89 9gd gt 8l

R, W $B gg A1 €1 S99 DRTs d3IY MY, Appellate Tribunals IG1T T 3fR
IH ST vacancies %, SREZRIRIE] ﬂﬁ?, A U8l Sd! proper training bYdIgV|
S IRE S Bl o 91l § LL(AHT P oECh.. S9d R H ) Aify, saar
feraR-feel & ol germsul ool oF arel @1 41 $© genuine THeih &, 3T I FTD]
4t on board WWWI Thank you.

MR. DEPUTY CHAIRMAN: Now, Shri Harivansh. You have six minutes. Stick

to your time.
it eRdw (fFer): WR, diw 98 @R &1 a1 Mg &W-%4) 21849 <o Bl
MR. DEPUTY CHAIRMAN: That is why, you have been given six minutes.

#it gRaer: § P A {6 gl S Bl AT A STeH <d 1 BH-BUR
g o arell ®f ff 99 e &

MR. DEPUTY CHAIRMAN: Nobody will be given more time. Everybody will
be given only their Party time.

st gRder: ggare AT ITFHRT ST ..(@EE)... T q2 dle & AT
&, sue foy gac) ad & A1 9 o8 9eayy 0d 39 97 9 U9 gV &,
f9, CAMPA Bill, GST Bill, 99! Ui fda i enfiel €1 S0 %9 H "The
Enforcement of Security Interest and Recovery of Debts Laws and Miscellaneous
Provisions (Amendment) Bill, 2016" 4 ¥ Ugl IE Joint Committee of Parliament &
U T, 379 modified Y H AR AH 81 A 98T § &g, A1 I8 gd RN B ggall
BT f9a 81 § s9¢ qefIe uef R 919 T8l B & & fFa dRE 9 comprehensive
g BT IR g &, b bl P I S PR dlel AN, loopholes BT BIIET T
Wl MY B Pl G g9 & fAIU TR Bl H gGcld PR W@ &l B UB] b
IRI% HEl, ISl AT B AaeE IR gl & qord, § wer 9 b e Sem
®I go b fU I8 9gd Sl o1l
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BRARY, 2015 ¥ ARAIRAE TaR, 47 IGRM o o Fal AT fF balance sheet SId
P P %IK’ banks need deep surgery and not mere bandage. Hgul UYIY AT bad
and doubtful BT provision PRI &1 TATKT E| AT A DI B Sac A <@, oraH
crony capitalism @1 8T &l fe X8 & & bad and doubtful gy? LECIEG g
5 s SERN &I AR genuinely TR i, 39 BRU ITd! [RAT WRIT g, b
crony capitalism & T&d Sbi P Waﬂw Ea] kg gal, de q &A1 <@l 59
BT Bl AN BRI P TSl AR MMUB BN b DI SR g9 ORMI, d8! Yo,
TSI SYR o daTell & Rgeld 8l, Al Bl o drad fhami, i safal ik orEl
e W gAGT TRHETA A 8l

fawR, 2015 § Economic and Political Weekly § H9 U% oRg U@l T, "Indian
Insolvency Regime in Practice." 34 oRg P A TRy | yge, 3eTT-3TelT EFI’fﬁ Eg
B ¥ fiwed # Hivg SidfdRMY, inefficiency in system. TR, STCT-3TeHT BIIHT UTGET,
HHOIR WA, ol @y & arg WY 99 781 frel g ek NI, Debt Recovery
Tribunals §RT BT @I -3 AR §1 dI9 aoTel A Al BTeld g1 3R I8
PTI GBI Usel g9 AT BIAI, I S AT 4] BT U1 bR aT9d T PR D...

MR. DEPUTY CHAIRMAN: Mr. Harivansh, just one second. See, we have an
Half-an-Hour Discussion to be taken up. If the House agrees, we will take it up
after this Bill is disposed of. ...(Interruptions)...

THE MINISTER OF STATE OF THE MINISTRY OF MINIORITY AFFAIRS;
AND THE MINISTER OF STATE IN THE MINISTRY OF PARLIAMENTARY
AFFAIRS (SHRI MUKHTAR ABBAS NAQVI): Let the discussion be over.
...(Interruptions)... After the Railway Convention Resolution, we can take up the
Half-an-Hour Discussion.

MR. DEPUTY CHAIRMAN: Okay; the House agrees. Mr. Harivansh, you may

proceed. ...(Interruptions)...

THE MINISTER OF STATE OF THE MINISTRY OF POWER, THE MINISTER
OF STATE OF THE MINISTRY OF COAL, THE MINISTER OF STATE OF THE
MINISTRY OF NEW AND RENEWABLE ENERGY, AND THE MINISTER OF
STATE OF THE MINISTRY OF MINES (SHRI PIYUSH GOYAL): Sir, it is an
important issue. On ‘Rural Electrification’, the whole nation is very concerned. So,

why don’t have it just now and we can continue this...
MR. DEPUTY CHAIRMAN: Pardon.

SHRI PIYUSH GOYAL: Sir, we can have the five o’clock discussion and then

continue this.
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MR. DEPUTY CHAIRMAN: Why? ...(Interruptions)...

AN HON. MEMBER: Sir, Harivanshji’s time must not be counted in this.

...(Interruptions)...
MR. DEPUTY CHAIRMAN: Why is the Minister putting me in ...(Interruptions)...
s gRae: AR, S AR 9HY off R g

MR. DEPUTY CHAIRMAN: Don’t worry. I know your time. So, the House
has agreed to have it after the Bill. After the Bill, I will again put the question.

SOME HON. MEMBERS: Yes; yes.
MR. DEPUTY CHAIRMAN: Mr. Harivansh, proceed.

#t R R, W1 1 HFe @1 F9Y Tl WA, 39 g &1 AT b1 9HY SR
TN I8 P8 BT AT P IR UE 9 &S SUPI Ugd 991, A1 IS Sbi BT UAT
IBR ITRT PR DI U FGRT AT AWPIT I H TS GG AT 1990 H 15 ARG
 31ferd U ag P A debi q faxiy Fwral T STeT-37e Bbic H TR bl
...(FAYU)... ¥, I8 TIBT SIdh 78l 8, a1 a1 g diem faar <y a1 9o & forg
HET S|

st Sygumfa: ife, qifeml

#t gRde: W, 899 sk 4 781 81 § = g & § S b, SU gsd gl
W, § feved H8q9 I} @ gl

MR. DEPUTY CHAIRMAN: Let him speak. ...(Interruptions).. No, no; you
should not be disturbed.

sft gRder: W, § I8 Soor@ o @ A1 fF I 9 FR &3 96 gl &7 B,
Al IS 3MTST Sl BT UAT oIh) 19 7 B Bl I8 YgRT AT FBiT T8l Hefedll 1990
H 15 ARG W Af¥H HT G b A dpbi 9 AR RS T STeI-37eT Bl H
TR By 2, fT9H 89T 6,000 BRI TUY involved | AT i & THIIGT 373 AT
PRIS DYV R0 IR H B b ol &Il H AR Awemsfi 7 Repadl & xR 89R
A SRR fBY E, Ui aRg aRls ¥UY 9§ e @l AR1 v Rea foegea
Gl g1 §9 Y B A Il Bl AfhAT IS BN, AT HHIGAT g 81 27 |rdeid
&5 & BT A A, 2016 T 59,547 BRIS BUY XT3 A {hy ¥, T ARBN SAidbs
gl g a8 I g, O 9@ 9y 3§ %l 81 Q) 39 9 SRR HO BiINe TR
% g faxia auf, It 2013, 2014 3R 2015 # T QT ARG FRIS BYY Shi Bl
R1SC 3% B s &l fSuifoied & 3 U Paf M7 H Ieoikd HRAT I b Bl
gl W ¥, Ifhd FaeR # IS SRidc Fel gkt off, saforv g fars|
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R, § g8 g8 I Sooi@ A1 A 6 Jhi & U9 99 99 WRE b AR A
& g ST o, 91 S dB1 b AR ART WOel A SRgHCI HINE Bl |El
T W T8 WA ¥, T TR Tl od ¥, 99 BRM b Al Ao RS T8l od
J, Wl AFCRI Tl &1 ¥ T8l Bl oY, I='M I Yfbsfde § e goiivE 7 a1,
SHP! 96 WHR T I, TS ol 3% Hed Bl 36l qrg AMCRA T8l gl o,
feeqdiic w1 R 1 39! AeR 781 Bkl ol safory Ry I i & g3 T9m
W AN, 8 US S8y Bl

TR, G A SN AN & Y 59 B B BT a1 8R11? I8 wel & b gad
SIgH & qEFH A A A A P fER o Fhd 8, R % DI RIRST -TH
BT 3T I IR B I8 &, W RoewmHd du-ia & Idifee IR SWaRE &l
REISNTE Pl 3MEHR < ¥& & RDDBFI Act H 1 3T B HedqUl delld R 7 &,
IraTefET Sifhax 3R TIRAT &1 S 991 %2 8, Sd RIMUideHe &= &l ua
M fHar g, ofhd sHd! HHIC 99 8RN, 19 39 < H fHUBIR ®F S gedr
gs, I QAR &I &1l 98 g1 &1 &7 § 9gd d1% H dedx AUl a1 WH Bl
IRR-IRBI B FURT o off 3R 398 T BOIR HHART BTH HRd o, fHIfhIR BT
Cad 3T 991 JUR TN fh THHBT B B BT &F [BR SISTT AR I A TATHI
ST AT o1 fRAfheR TIRATSH @ welTse 30 UH regional airports WX Ugad o, Sigt
IR P Telge el ol oY, dAfhT ool o wien 9gd el dvE 9 faew #
T BT U7 A1, S B B dlel IR AN RISFR B Y MR I8 FH gar?

$9®H Board of Directors § former Finance Secretary, Government of India, former

Air India Chairman, former SEBI Chairman, an internationally renowned Surgeon

and a former tennis player |

R, T A H IE! pel A B 59 BIA P WE P U 8 HUGS 8NN B
e BT U Bl, IGP g g ANl &b U S U9 gId & 3R W AR A AR
I gl Pl HRATS T8l BN, 3@ d UH a9 371 qiddl I 817 g=jare|

MR. DEPUTY CHAIRMAN: Now, Shri Ritabrata Banerjee; five minutes.

SHRI RITABRATA BANERJEE (West Bengal): Sir, the latest RBI Financial
Stability Report has once again highlighted the precarious situation of our banking
sector. As of March-end, 2016, the Gross Non-performing Assets of all Scheduled
Commercial Banks are at I 5,60,822 crore, 7.71 per cent of their gross advances of
T 72,73,927 crore. In addition, the restructured standard advances are at I 2,94,729
crore, 4.05 per cent of the gross advances. This means that more than eight-and-a-half
lakh crore of rupees of the loans given by our banks have not been returned by the

borrowers. Going by their response and the action taken by our Government so far,
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it is highly unlikely that these monies will be returned anytime soon. Needless to
add, this is every single Indian's money, which has been misappropriated by these
borrowers, who are mainly big corporates.

Sir, the asset quality of our Public Sector Banks (PSBs) is even more critical,
with a stressed advances rate of 14.5 per cent in March 2016. The provision for
doubtful and loss assets of PSBs is also huge, that is, ¥ 1,85,840 crore, resulting
in all nationalized banks reporting a net loss of ¥ 20,590 crores. Now, according
to a recent report published, the Suisse Report, the top ten corporate houses in
our country owe a staggering amount of I 7 lakh crores to PSBs and financial
institutions. As per a report last year, the Adani Group had a debt of ¥ 96,031 crore,
Essar Group, ¥ 1.01 trillion, the GMR Group, X 47,976 crore, the GVK Group,
T 33,933 crore, Jaypee Group, I 75,163 crore, JSW Group, I 58,171 crore, Lanco
Group, X 47,102 crore, Reliance, ¥ 1.25 trillion, Vedanta Group, ¥ 1.03 trillion and
Videocon Group X 45,405 crore.

Now, Sir, the question which I would like to pose before the hon. Finance
Minister is: Who are the real defaulters contributing to these huge Non-Performing
Assets in our country? Kindly note that the bad loans in the banks are increasing
day by day. Wilful defaulters and other defaulters are entirely different, Sir. Now,
herein lie the main questions. My request to the hon. Minister is that wilful defaulters
should be treated as criminal offenders. I repeat, Sir, that wilful defaulters should be
treated as criminal offenders. That is because they are cheating the country. They
are having the money, but they are not paying it. 'Wilful default’ means defrauding
the bank, misusing the public money, abusing the loan and diverting the money.
These kinds of transactions are known as 'wilful default'. So, instead of considering
this as a civil liability or a civil dispute, a wilful defaulter should be treated as a
criminal offender and it should be treated as a criminal offence.

Sir, coming to the Act, most of the points that have been made here is were
in regard to two Acts, that is, the SARFAESI Act and the DRT Act of 1993. Both
these Acts have already been discussed. The point is that even after the legislation
of these two Acts we are not able to check the increase in Non-Performing Assets

and we are not able to recover bad loans.

Sir, I now come to the statistics of the performance of Debt Recovery Tribunals
and Debt Recovery Appellate Tribunals. You may kindly see the percentage of
realization of amounts through DRT. In the year 2010-11, the money which was
recovered compared to the number of cases referred and the money in bad debts
was 27 per cent; in 2011-12 it was 17 per cent; in 2012-13, it was 14 per cent; in
2013-14, it was 10 per cent. It is gradually decreasing. Now, here is a request that
I would like to make to the hon. Minister. By virtue of the 1993 Act, the banks and
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financial institutions are having the easiest remedy to recover their loans. However,
there are more than 10 lakh cases that have already been transferred to the DRTs
and the Appeals Commission. Now, Sir, the point has alread been mentioned by Shri
Navaneethakrishnan while speaking. He spoke about the suicide of a student called
K. Lenin in Tamil Nadu. Sir, it is the poor students who are being punished. The
SARFAESI Act is being implemented not against the rich people. It is being applied
against farmers, students, and on MSME loans, housing loans, etc. The SARFAESI
Act, as well as the DRT Act, has to be implemented in a stringent manner. They
should be applied against the rich and the corporate entities. I would again like to
know from the hon. Minister whether a list of wilful defaulters will be published
and whether he will have the will power to control and check corruption as also
contain NPAs by addressing them. Sir, the Government has not put the big business
houses under any pressure to return the loans. They continue to flash their lavish
lifestyles. That was also seen in Parliament. I don’t want to name the person. And

their personal wealth remains unaffected. ...(Inferruptions)...
MR. DEPUTY CHAIRMAN: Now, please conclude. ...(Interruptions)...

SHRI RITABRATA BANERIJEE: Sir, I crave your indulgence; I will take a

minute maximum, not more than that. ...(Interruptions)...
MR. DEPUTY CHAIRMAN: No; please conclude. ...(Interruptions)...

SHRI RITABRATA BANERJEE: Sir, through you, I will urge upon the Finance
Minister to put into practice an urgent action plan to start recovery of pending loans
from the top 100 borrowers as quickly as possible. To conclude, Sir, I once again
urge the hon. Finance Minister to consider initiating an action plan to monetize
the assets of all defaulters beginning with making their names and amounts public.

...(Interruptions)... Sir, today is the 24th day of shravan. ...(Interruptions)...

MR. DEPUTY CHAIRMAN: All right. ...(Interruptions)... All right. ...(Interruptions)...

Please, sit down. ...(Interruptions)...

SHRI RITABRATA BANERJEE: Sir, just a minute. ...(Interruptions)... Today is the
24th day of shravan. Two days ago, it was the 22nd day of shravan that happened
to be the death anniversary of a multifaceted genius called Rabindranath Tagore.
Babul Supriyo is not here today; today is his marriage ceremony. In a recent Bengali
film, Babul had sung that fourth stanza in our National Anthem. On 25th January,

1950, we adopted Jan Gan Man as our National Anthem. It is a five-stanza poem.

The extract of fourth stanza that Tagore wrote is given in the following lines:



Government [9 August, 2016] Bill 377

'Oh Loving Mother, you protect the Indians in your lap from every sort of

destruction.'

I urge upon the Government to act as a loving mother, not to the fat cats and

the corporates but to the suffering millions. Thank you.

SHRI A. U. SINGH DEO (Odisha): Sir, a lot has been said about this particular
Bill. So, I won’t repeat the matters. The Finance Minister’s introductory speech of
the Bill in the Lok Sabha mapped out some of the key objectives of the Bill. The
Bill, among other things, seeks to enable banks and financial institutions to enforce
their securities, simplify procedures. The Bill also provides for changes in various
Asset Reconstructions Companies. Sir, this is a welcome Bill and a welcome step
taken by the Government. Nobody has any problem with it, except, Sir, there are
certain concerns. Much of these concerns have been highlighted by the hon. Members
before me.

[THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN), in the Chair]

But I will just touch upon two or three points. The first being, Sir, this Bill
somehow gives an impression that we are giving some sort of a bailout to the banks,
which had so far been ridden with irresponsible management and bad decisions of
giving loans to the companies which are largely defaulters. The question remains Jg
BT Y T, B9 IRA R 8, I8 IR R £2 TS Y R 2, T §H Q@ A1yl
What are the points and how can we stop the banks from taking these decisions?
This is a matter of great concern and needs to be looked into. There obviously are
pressures on the banks from various quarters for these decisions, but we need to get
to the core of these problems to solve them. Sir, up till now, banks have declared
7.6 per cent NPA on the total borrowings. This is likely to rise to 8.5 per cent by
March, 2017. Sir, this is a method of erasing these errant methods of banking by
removing bad loans from the books altogether by paying the taxpayers’ money for
the financial irresponsibility of the financial institutions. Sir, the core reasons for this

need to be identified and people responsible need to be booked.

The idea of the Asset Reconstruction Companies taking over the collaterals from
the defaulting companies and not having to pay anything to the banks, including
the Stamp Duty, helps in wiping out the records from the books. The banks, after
doing this exercise, don’t have any liabilities left. They are transferred to the Asset
Reconstruction Companies. Further, Sir, when the ARCs take over the land from the
Government, where is this land likely to go? Land is also a State subject. The State
Government is involved in any way. There is also a loss of revenue on account of
the Stamp Duty. So, all these issues need to be clarified in the Bill, in which the

hon. Finance Minister has brought up his Amendments.
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Sir, another important point to be noted is the power vested in the RBI to
appoint or remove members of the Boards of Asset Reconstruction Companies on
grounds of public interest. S favoritism B BT &, $HH HRW & FhHdl &1 AR
URT SHB! T & foTT, 9P held BT & oIy, SHB! SRREPH o & fog wm
HBTH 8, dIfs U= ®Is diof 9 812 How do we ensure neutrality in this particular

issue? Sir, the Debt Recovery Tribunals, that are required to hear and dispose of

the cases under this Act and the ambit of whose functions has been expanded, are
highly understaffed and are known to have arrears already. S ¥ &% Sld &Rl
TS AR, § GHSIAT g b WX $He § Ugel FRddl AW 7 399 9gd Y P8 fQdl
g, 9 ¥ Rdle 781 o= gsan § awd g 5 e fifes & 9 89 S 3
gI-gR concerns I %, 3% I I AR s:iﬁ IR F'ITQW%H

Naturally, Sir, this is a step which is needed to be taken and it is a very welcome
step. I am sure, the hon. Finance Minister, who is extremely capable, will remove

all the anomalies that have been pointed out today. Thank you, Sir.

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Now, Shri Veer Singh,

you have four minutes.

#t IR Rig (SR wcen): w8ey, Uiy 2l &1 Jads gd o1 age fafdr qen
TH1Ul Sude () AT, 2016 IR AU G Al BT Al (341, 3TB g 3mah]
ggaTe| ST b -1, BARI UIE] B AGRUNY 1, I8 HHART AT St 7 g
9 WEdQUl 4 WR dler & forg wwa e, $9e foy 92 A1 9gd-9gd gare|

ARG, TRTfad faerae IR SrerfraHi, IRl Sfafm, 2002, the Recovery of
Debts due to Banks and Financial Institutions Act, 1993, sﬁ'ﬁﬂ e e,
1899 Ud fEUIRTeIS 3 em, 1996 § AeNes dR= &7 UG &Rl 7, forad <91
g6 §U UAUIY &P HRUI BART AfBT S, I AR °1C Sl IRP 9§ 8] 8, 99
R IH T Fh| ABIGT, Y 2008 H YUY 56,606 HIIS BT o1, ST fdh a9 2015 H
FEHY 3,22,216 BRIS BUY Bl AT §, S ol 0T R BT 4.27 IR Bl

Held, TS BT o B4 B RUIE & AR, $ol YUY &I 21 RAC,
AT 64,335 BRI BUY B9 AFIGRI Y IoTg A &, Sl WoT A 391 K0T 19« el
FX U1 78 B BT F FTAR DRT & " A Repadt § TR w3 W&t 81 St
Raadt a9 2010-11 # 21.55 e off, a8 99 2013-14 § GTHI A 9.83 TN &
TS| T ARE A WRBGA! Ude, 2002 & HAEGH | REBa<t 2010-11 | 36.46 Hfeera off, i
5 2013-14 § FCHY 25.56 URRIT I8 75 Tl g8l BRI B Ioig 9 &H I8 HeNe
B DI SR TSI Bl

IUGTETE HEIGd, SId S| BT TCIIBRUT FITl AT, Td dbl dI AT I¢1 Tq1 <97
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H $TH! SRR WAV Gell M1 I9 T VAT o o o7 fb GE@Ri | 3F ST
HI ed T Yo i Sefl IRy oMd BRI A SR IS dF I, I
B B 3R TR UICHIFTAT AT S SR Dbl BT GABT &% HHF Bl el g 3MR
WHRI T4 IR-WHRI §6 3Md FARRl ¥ I 8 go T T 3961 AR
Adhal MY U Jedl ol AT $AW dhi WX IfAifSd Sa1d Igdl Il AT AR IH
31O ARG g9 H o R

SUGHTETe WeEled, a¥ 2002 H 919 RGBT T Imar o, 99 S9e AegH |
9 919 B e B s off f6 §a 3 |e B P I e Ut Ve v |w
B UG B & ofQ, ITP! d9GB ITH A7 KON B Il B UG, IR 37T
Fa7 gan? fRAi-faT bl R TA.dNg. &1 a1 dedr TN gS-gs goif iR SERfd
il fl 59 BIA & TR H T8 &1 A BIC IAERI W Fdbi &1 Ridon Ffead wg
¥ HSR gl T 9 BIC fha 2, BIT @R €, S BIC-BIC oY SN oW F,
RIferd RoFIR 2 3R g5 W afd €, et omg &1 @18 siRar 78 81 W amn
I BRIAR F fIU BIT-BIC o9 o ofd 8, 96 IR IRBR S W A1 919 STefal]
g fo5 Sal FHRy @ Hart Bt 7, STa aRerd dgoord gt ¥ § " w5 ot
H HEA AW B SN B FURKT T, S6 kU B UH Ae B @iy, e
50 ARG T U HRIS BYT BT Al of QT 8, S RUISA b e 1 fhar Sl
ISP IO IR I § Sl IS-9¢ SANUMT &, S I BT BRI BIAT ABY YR Y
g, ATdT O ARl R Rrdon w41 Sgl § 7 G35 St 9 e wwm e S
BIT-BIC AR T, fHam &, STa! Ted <1 S 377t {6 91 3 ST <8 2, U8
98 W W S T2 A1, O G F DI Bl e B B B, SHD! T FT M
DT I A T e ', S W) S Blel-Hiel do 8, 99 fed) feam 3 gaex foran
T A Wl B & oIy Po T A W forn 7, 1 ST $oil 916 fBar Sy ek
ST IR fHar Syl a8 7 AT 93 S 9 i B L. (T &t "), o9
F B W IS ¢ 3R I8 AN BT 91 AR §gl S I8T gl DRT Td DRAT &
SR H GhaH! Bl WAT R TS IR Tl ST I8 8, i Plg ST IRUMH
AT &1 37 T 1 3T PG 70 AR I SATGT PHeH DRT Ud DRAT ¥ AR &
IR T 4 IR BRI | SIET BT TA.9.T. &, s I 90 wferera 1fdr fR% 7,000
AR & U gHRIT 1 I8 AR A Bl H A 73 S A S Arg 6 oe
TP BT AR, 2002 & qB8d i 7 fhaT o1 g Y 3R 3R 0T gl
gs, Al SA91 TA.ULY. B 98 W1 T dP1 gRT fAapd fShlecd & M I9R
fpy S %2 €2 R &, A ITH1 JaRv1 w1 22 ISR T9 HOI DI gGell DI A
T & forg wr faRy war o <@ 22

SUGHTEET WEIGY, H 39 §ed & A1ed 9 39 AU @l $v el andl W
gl BRAT ATEdl g ... (AT Bl EHE...

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Please conclude.
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st IR Rig: STaYETe TEIcy, JH1 gRT MUY U Y8d Y&l JHRRT Bl dedl
H oM & U usel . UH. A1 A% dgifed ANRGe gRT AT e # o
NAHY o AT ATl

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Please conclude.

2t 9R Rig: W, H conclude HX BT §| 314 IASG oIy YA B H 30 fa
o FHI-GH FiRa & 15 7, S 5 e et ugd Bl WY & SRl & &
B FEiRT B W SiFST I $ UG 21§99 @R PHRATs 81, SIagHTH
P WS, STDT URIRTAT 3Nfe § HH F9I o 97 arel & e § 9 &9 965y
TN U8 SIEN &1 HdT @l Uh Ad U8d 8l S99 91 R H ol & fJog, o
FEfrt o1 § T TS €, STBT ¢ @ I B S R UF 96 g §h
7 fOxTT SR & F9d H IEHR MIT H THBRI SIRTA B Fh

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Please conclude.

st IR Rig: STaveger 9819y, ¥ WRGR HI &9 DRT 3R DRAT ¥ UomsfET
IHARI g Repa’l BRI & @iell Uai dl AR e =agm § 3 & agi @ren
ual B SMenfeiy wRT oMY, f599 {6 DRT # goadl &l A1 $I & [Ba1 ST bl

SUNTEdE WEIed, H o dRal § 5 39 Ague & qRd 8 & 98 AR
B & TTLY. B e iR I STUNHET § 0T gl B H |eH B |

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Please conclude.
#t IR Rig: 399 e A | gifsd aRom [ ST 39 31 Sl &1

Y &g , AT

SHRI PRAFUL PATEL (Maharashtra): Mr. Vice-Chairman, Sir, I will be very

brief. I will honour the sentiments of the Finance Minister.

Sir, I was a Member of the Select Committee, so I would not want to spell out
too many things except that I feel that this is also one of the continuous, progressive
and enabling legislations in the true sense to ensure that our banking sector, our

financial services sector remains healthy and strong.

Sir, the problems of our banking sector have been many. Almost all the Members
talked about the huge NPAs. It is a genuine concern. It has caused a big stress
on the entire sector. We have typically two types of borrowers. One is, of course,
the honest borrower. There is the small borrower. He goes for a student loan or a
farner loan. It may be a small MSME. Even a big industrialist who borrows money

...(Interruptions)...

SHRI ARUN JAITLEY: Student loan category has high NPAs.
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SHRI PRAFUL PATEL: I am saying that these are the kinds of borrowers
who one would classify as genuine borrowers who go to the banking sector out of
necessity and need. Even in industry, there is a class of borrowers, which can be
termed as genuine borrowers. They have contributed greatly to the economic activity,
the industrial activity in the country. On the other hand, there is another class of
borrowers amongst the biggest borrowers, especially those who have basically ab
initio treated the entire banking sector as their fiefdom and tried to, I would say,
goldplating of funds and projects. It has been very predominant in the banking sector.
The Finance Minister need not be told about it because he would have checked by
now that for the same type of project of a comparable nature, costing is different.
One person sets up a power project at I 5 crore per MW. Another person sets up
a power project at ¥ 6 crore per MW. Somebody sets it up at ¥ 7 crore per MW.
That itself reflects the intent of the borrower. I may not attribute only mala fide
but even the lender in a way willy-nilly supports the borrower to borrow at such
high rates. We have very high interest rates in the country. If we combine these
two things, I am sure that ab initio the project is set out to be an NPA. I don’t
want to name anybody. But the fact is that the Finance Minister is well aware of
such class of borrowers. Therefore, strengthening of these laws was very important

and it needed to be taken to its logical conclusion.

One of the interesting things which we noted when we were part of the
Committee, and the Chairman is sitting here, was this. We asked the RBI officials
whether personal guarantees are required for the people who borrow ¥ 10,000-50,000
crore. At the end of the day, the personal guarantees are meaningless when such large
amounts of moneys are involved. The answer which we got from the RBI was that
personal guarantees are not at all insisted by the RBI. In fact, there is no direction
to any bank to have personal guarantees. I would not want to talk about personal
guarantees in the context of big borrowers. But when we talk about small farmers
or small borrowers in terms of student loans, all I think is that personal guarantees
would actually be meaningless. Because whatever little that kind of borrower really
has, the bank or the institution can take away his asset in one stroke. But in the
case of a big borrower, who has access to innumerable legal options, he can keep on
dragging these proceedings for years and years. That is the background. And that is
why this legislation is important. It will ensure that the people who have borrowed
money are brought to book and moneys can be recovered from them in due course
of time. But, Sir, the only limited point that I would like to make is that while all
this is fine — though the Finance Minister just mentioned that that is a very large
category of NPAs — some consideration, especially, for small entreprencurs, small
businesses, farmers and students need to be given while framing the guidelines once

this Act is passed. Thank you, Sir.
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THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Thank you. Now,
Shri K. T. S. Tulsi, not here. Then, Shri Anil Desai.

SHRI ANIL DESAI (Maharashtra): Sir, I rise to support the Enforcement
of Security Interest and Recovery of Debts Laws and Miscellaneous Provisions
(Amendment) Bill, 2016. Sir, it seeks to amend four laws the SARFAESI Act,
2002; the Recovery of Debts Due to Banks and Financial Institutions Act, 1993; the
Indian Stamps Act, 1899; and, the Depositories Act, 1996. All that is done by way
of amendments, which have been brought forward in this Bill, to these four major
Acts, has strengthened the legislation than what it was earlier. There is a need to
strengthen the banks, obviously, as has been said by all the speakers, considering the
position of our nationalised banks, banks and the financial institutions, and the kinds
of debts which have come up, debts amounting to ¥ 8,00,000 crore. The Government
is doing its best to infuse capital into the banks to see that they do not cross their
credit line — otherwise, it would affect the economic activity, which would come to
a standstill — and to see to it that efforts are being made. But the things need to

be seen in the light of different aspects.

Sir, I would dwell upon one aspect which needs to be stressed upon. It is the
implementation and application of the new legislation in letter and spirit. As of
today, Sir, Indian insolvency regime has complexities in handling of the cases by
various institutions, whether it is a High Court or BIFR or even official liquidators.
The institutional infrastructure, that is, insolvency professional tribunals, and other
related agencies need precise mandate, sufficient resources and training to ensure that
this new legislation is effectively implemented and the timelines provided in it are
followed. The legislation is certainly a step in the right direction towards minimising
the delays and providing greater predictability for debtors and creditors in both process
and outcomes. We have the RBI. Even the RDDBFI Act, which is being amended,
under which Debt Recovery Tribunals and Debt Recovery Appellate Tribunals have
been set up, provides that banks and financial institutions will be required to file cases
in tribunals having jurisdiction over the defendant’s area of residence or business.
The Bill allows banks to file cases in tribunals having jurisdiction over the areas of
bank branch where the debt is pending. The Bill also provides that certain procedures
under the Act will be undertaken in electronic form. That is a very good thing. That

is online procedure which will come after the enactment of this legislation.

Sir, another good thing is that the Bill creates a Central database to integrate
records of properties registered under various registration systems with the Central
Registry. This includes integration of registrations made under the Companies Act,
the Registration Act and the Motor Vehicles Act. The Bill provides that the secured
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creditors will not be able to take possession over the collateral unless it is registered
with the central registry. Further, these creditors, after registration of security interest,

will have priority over others in repayment of dues.

Sir, another thing is about the amendment which has been brought forward in
respect of stamp duty. Stamp duty will not be charged on transactions undertaken for
transfer of financial assets in favour of Asset Reconstruction Companies. Financial
assets include loans and collaterals. The investment in ARCs has also been provided
for. The Bill will allow a sponsor of an ARC to hold up to 100 per cent stake
in the ARC, that is, the Asset Reconstruction Company. It will also enable non-
institutional investors to invest in security receipts issued by ARCs and lays down
a time-line for possession of secured assets. By amending the Stamp Act, no Stamp
Duty will be levied where transactions undertaken involve transfer of financial assets
in favour of ARCs. And for the exemptions to apply, such transfers must be for
the securitization or reconstruction purposes only. This Bill also seeks to amend the
Depositories Act, 1996. Amendments in Depositories Act have been proposed for
facilitating transfer of shares held in pledge or on conversion of debt into shares
in favour of banks and financial institutions. Supplementing the aims of Bankruptcy
Code has been also provided in this Bill. The Bill aims to support the Bankruptcy
Code and several amendments are in line with its objective. Debenture trustees are
accorded same rights as that of security creditors, which aid in a level-playing field
for creditors. Banks and financial institutions are permitted to transfer financial assets
to ARCs, prior to them they being declared as non-performing assets, which aid in
early debt detection and resolution of distress. So, overall, this legislation will help
the economy to grow faster. The faster the mechanism is, it would be beneficial in

the entire economic activity. Thank you, Sir.
THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Shri Bhubaneswar Kalita.

SHRI BHUBANESWAR KALITA (Assam): Sir, I rise to support the Enforcement
of Security Interest and Recovery of Debts Laws and Miscellaneous Provisions
(Amendment) Bill, 2016. As has been explained, the main object of the Bill is
expeditious recovery of loans of banks and financial institutions. Sir, there are
approximately 70,000 cases pending in Debt Recovery Tribunals. My first point is
that these DRTs have to be strengthened. I have been informed that the number of
DRTs has been increased. Six more DRTs have been created but, long pendency in
the DRTs or adjournments is creating delay in the process of recovery. Then, there
is the issue of shortage of judges which has been already mentioned by some hon.
Member. 1 had the opportunity to be a member of the Joint-Committee headed by
Shri Bhupender Yadav. We had discussed these points in the Committee threadbare
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and came to conclusions which are incorporated in the amended Bill. The age of
the judges of DRT and DRATs had been a problem because there is a shortage of
judges and they are not getting judges. Hopefully, the increase in the age bar will
help in getting some more judges for speedy trial and speedy recovery process. Sir,
the main objective besides the recovery is to facilitate investment leading to higher
economic growth and development. This is a broad idea. We have discussed quite a
few points on that. Most of them have been resolved in the Committee itself. But
there are a few things which I want to mention here. I will not touch upon the long
points and restrict myself to the short points. First is the asset or the property. In
the Bill, immovable property like land has not been resolved and there were some
issues on that. So, I think, that issue has to be addressed by the Government while
finalising this Bill. The ‘property’ has been defined in this Bill as ‘immoveable
property and moveable property’; and land being a State subject, there have been
some issues, I hope the Government while making rules, will look into them. One
of the main issues was intangible assets. The intangible assets are like knowhow,
patent, copyright, trademarks, licence, franchise which include the brand. There was
an issue relating to intangible assets. Of course, brand is an intangible asset. We
have come across, at least, one case where the brand was self-valued at I 4,000
crores. The recovery process has started. Now the value that has come for the same
brand is totally negligible. So, while determining the intangible asset as collateral or
asset — since it is self-valued — I think, the banks have to devise some mechanism

so that this area is covered or fully secured.

We had an issue of the ARC. In ARCs, the small loans and corporate debts
are equated as one. Sir, small loans means loans given to the students which have
been mentioned by the hon. Member, Shri Navaneethakrishnan in detail, I will not
go into that. Loans to the small industries are not big amounts. These are small
amounts. When you equate these before the ARCs, we see some injustice in that.
The issue of loans to the students has already been mentioned. You see in one of
the ARCs, the student loans of more than I 800 crore has been given for recovery,
with a concession of 40 per cent and repayment in 15 years. As has already been
mentioned, if 15 years’ period is given to a student for repayment, I think, he will
be able to pay that loan. So, I think, the Government must review the recovery of

student loans and also recovery of loans from the small industries.

Sir, so far as small industries are concerned, there is no collateral asset. They
are given collateral free loans up to ¥ 1 crore. But, I think, we have to make a
review on that also because there is a demand that this collateral asset free loan

should be increased to ¥ 5 crores. The area of student loans and the area of loans
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to the small industries should be reviewed by the Government. Today morning, the
hon. Finance Minister has informed the House I 4.70 lakh crores as gross NPAs
of the public sector banks which is about 9.32 per cent. That is besides the NPAs
of other financial institutions. Here, there are genuine cases. There are cases which
have been detected, which have been in the public domain, and those NPAs which
are wilful. The Government has to differentiate, as has been mentioned by some
other hon. Members also. Wilful defaulters should be tried under the criminal law
and not under the civil law. When we talk of wilful defaulters and NPAs of public
sector banks, public sector banks have, in many cases, developed vested interests.
There are vested interests of loanees; there are vested interests in banks; there are
vested interests in allied fields. Altogether, they defeat the very purpose of a loan
for which it had been taken; otherwise, this loan could have gone to some other

sector and it could have added to the prosperity of the country.

While concluding, Sir, I would request the hon. Finance Minister to look into
these two areas, namely, student loans and loans to small industries. I would also
request you to devise some measures to bring wilful defaulters under the law. Thank

you, Sir.

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Thank you. Shri T. K.

S. Elangovan.

SHRI T. K. S. ELANGOVAN (Tamil Nadu): Thank you, Mr. Vice-Chairman,
Sir, for giving me this opportunity.

Sir, this amendment enhances recovery procedures in regard to an NPA. In that
sense, just as the SARFAESI Act was made simple earlier, and there were more
facilities through other Acts relating to recovery of loans, this amendment too ensures

the same in this Bill.

Sir, before taking up the recovery of a loan, the role of bank managers, that
is, the lenders, should be monitored to see what they are doing. Now, an NPA is
classified as a loan for which neither the payment nor the interest is forthcoming for

three consecutive months. That should not be the parameter for assessing an NPA.

Sir, in Tamil Nadu, during the recent floods, about 150 small-scale units were
inundated, not because of the failure of the SSI units to protect them, but because

of the failure of the administration to take precautionary measures. But these units...

SHRIMATI VIJILA SATHYANANTH (Tamil Nadu): Excuse me, Sir, this is

utterly baseless. ...(Interruptions)...
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THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): He is making his point.

...(Interruptions)... No, no. Please sit down. ...(Interruptions)... Please sit down.

SHRI S. MUTHUKARUPPAN (Tamil Nadu): Sir, he is accusing the administration
of Tamil Nadu. ...(Interruptions)...

SHRI T. K. S. ELANGOVAN: I am not yielding. ...(Inferruptions)...

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): He is not yielding.

...(Interruptions)...
SHRI T. K. S. ELANGOVAN: I am not yielding. ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): You speak when your

turn comes. I will allow you. ...(Interruptions)...

SHRI T. K. S. ELANGOVAN: Now, owners of SSI units, who have been in

business for more than... ...(Interruptions)...

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): He has got the right
to say what he wants to say. ...(Interruptions)...

SHRI T. K. S. ELANGOVAN: Those who have been doing good business....

...(Interruptions)...

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): Nothing will go on
record. ...(Interruptions)... Nothing will go on record. ...(Interruptions)... Please sit
down. ...(Interruptions)... Please sit down. ...(Interruptions)... Nothing is going on
record. Please sit down.

SHRI T. K. S. ELANGOVAN: Sir, proprietors of these 150-odd industries had
been in business for more than 20-25 years. It was their livelihood. But after this
inundation, they had to reconstruct their industry. Now, before the reconstruction of
their industry, if the Asset Reconstruction Company came into action, what would
happen to them? Now, bank managers don’t use their wisdom and apply their mind.
Simply because of this rule of NPA that if no payment is made for three consecutive
months, it becomes an NPA, they become inactive and they conveniently transfer

these loans to the recovery line-up.

But earlier, they would go to the unit, they would see their past record and
ascertain whether this industry could come back; whether the intention of the borrower
was to repay the loan because this industry alone is helping his livelihood. So, any
small scale industrialist will not allow his industry to be closed down or will not
stop payment, both of loan and interest to the bank. These things were decided by

the wisdom of the bank managers. Now, these bank managers don't use their wisdom.
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They conveniently hide themselves under this rule and make borrowing of all SSI
units or small units as Non Performing Assets, borrowing of these units as Non
Performing Assets, which has increased the volume of the Non Performing Assets.
So, the application of mind by the Bank Manager before transferring borrowing to
the recovery line-up should be there. The Bank Manager should be held responsible
for the fast recovery, making their own efforts to recover the loan. What had
happened in Tamil Nadu? My dear colleague, Shri Ramakrishna Rangasayee, from
Tamil Nadu, was also mentioning about the suicide by a student. Likewise, there
are many incidents. Sir, in fact, the shameful thing is that the students who had
borrowed money from banks for their education, their photos were made big posters
and pasted near the bank. What will happen to the life of such a student? What will
happen to his future? Banks were resorting to such activities which put the student
in great difficulty. The stigma attached will never go. Such things should not happen.
So, before taking up any loan to the recovery line-up, you see, the Managers of
all lending institutions, who had given loans, based on the merit of the company
or the borrower, should ensure that the banks themselves, the lending institutions
themselves, try to make attempts to recover the loans. If they could not do it, then
it should come to the SARFAESI ACT. So, it is not just bringing all loans to the
NPAs and trying to recover the same. There should be some human element in it;
there should be some efforts by the lenders to approach the borrower and convince

him to repay the loan. With these words, I support the Bill. Thank you.

SHRI VIVEK K. TANKHA (Madhya Pradesh): Sir, thank you for giving me this
opportunity. Mr. Finance Minister, I may be new to this House, but, possibly, I am
not new to the field of law. There was a comment made earlier that I am new to
this House, and somebody with 17 years' experience is also there. But let me say

something about the legal aspect.

THE VICE-CHAIRMAN (SHRI T. K. RANGARAJAN): That was a friendly

comment. That also you said.

SHRI VIVEK K. TANKHA: Yes, Sir. Now, the point I am making today is three-
fold. I am going to talk a little about the DRT, and most of those things must be in
your knowledge because these are matters which the Bar Associations have taken up
with the Finance Ministry. I am going to speak a little bit about the Securitisation
Act and the role of the Reserve Bank. Three issues which I would commend to
yourself because, maybe, some improvement in the times ahead, would be good for
the system. The first point I want to say about the DRT is, you have power to
remove them, you have power to accept their resignations, but you don't have power

to transfer them. This has been an issue in the past. I am personally aware of it also.
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It has travelled to the High Court, to the Supreme Court, there were representations.
Sometimes, these presiding officers have problems in a particular place, and that I
will be transferred under the law. So, they have either to be removed or they have
to resign, or if they decide to stay, there is a stalemate with the Bar, and then, it

is non-functional DRT. I am personally aware. That is why I am telling this also.

Number two, this situation may have been of some days back that out of the five
DRATs, four didn’t have the Chairman. These are operational issues. I don’t know
the situation today. It may have improved but we must ensure that these authorities
and appellate bodies have full composition if we want our systems to work well.
Thirdly, there was a PIL in Supreme Court in which — I was the Additional Solicitor
General at that time and | was appearing at that time — various directions were given
for improving the infrastructure of the DRTs. Some of the DRTs even today are in
appalling condition. Pursuant to the directions of the Supreme Court, improvements
were made in Delhi, for instance, and we shifted it to a new building. Now, in
Government, we have no provisions for their maintenance. This DRT is on 4th Floor
and you will hear from the lawyers that for half the time the lifts are not working.
You have to climb the 4 floors with your bustas and that reduces the efficiency and
the seriousness with which we present the arguments in the court. I am also told,
subject to correction, that whatever were the staffing patterns of the DRTs in 1993,
those staffing patterns are the same, as on today and, in the meantime, you have
overloaded them with Securitization Act and some part of insolvency proceedings
which would also now come there. So, the number of staff is the same. There is
no increase in staff. There has to augmentation of staff also. This is a standing
problem there. The number of cases is going up. Today, the pendency of cases is
70,000. If, with the present strength, we do these cases, it will take seven to ten
years to finish these present cases. I am not talking of new filings at all. So, here
again, more hands have to be created. A huge issue which has arisen and which
was before the Supreme Court also is that some of our officers, especially, Recovery
Officers are bankers, Railway employees and employees who are on deputation from
various Departments. Now, intricate issues of law are argued before the Recovery
Officers. The fact is that they are not able to decipher the argument, and then, it
leads to delay; it leads to bad judgements; it leads to appeals, revisions, writ petitions,
SLPs. Another Amendment which has been brought this time was that you have to
necessarily deposit a minimum of 25 per cent. Earlier, it was 75 per cent but at
the discretion of court, it could be waived. Now, I know for certain that there are
many hard cases, where people cannot deposit and yet, these are good cases. If

we make the deposit compulsory, you are actually denying opportunity to a lot of
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people to approach the Appellate Tribunal. Somewhere, the constitutionality of this
provision will come in question in those hard cases and somewhere like I saw in
Sales Tax Act in which we have similar provisions, then, the court stepped in and
said, ‘No, in hard cases you can pass some orders’, giving relief, maybe, under
Section 226 if they don’t have the power. Banking industry is a separate subject. It
is not a subject for today. Today, we are discussing about recovery. Banking industry
needs to be improved correspondingly. The way loans are granted; diversification
takes place; money-laundering takes place, all that is now a reality and most of the
high-net people indulge in that rampantly. So, that issue is a separate issue but that
also leads to more cases before the DRT and ADRT. I would also like to point out
that somewhere the hon. Finance Minister may like to re-group the Tribunals. Now,
the securitization, money-laundering and DRT are, very often, closely inter-related.
Maybe the same Judge can do all three. It may commend your thought process.
Again, another point that we noticed in these laws is that in the DRT, the bank’s

branch is not the jurisdiction, but it is the defendant’s address.
(MR. DEPUTY CHAIRMAN in the Chair)

If T borrowed loan, say, in Delhi and I live in Guwahati, I have to go to
Guwahati to file a case. In fact, it should be in Delhi where it was borrowed. It
becomes easier for the bank then to approach the court where it is located. So, the
branch of the bank, where you have accepted the loan, should be the place of the
jurisdiction also. There is an imminent requirement to publish data bank, bank-wise,
and also to make a registry of all assets under litigation. The present Bill, while
providing for certain steps to further the e-governance, completely fails to address the
due disclosure and full information to prospective buyers regarding stressed assets,
bank recovery performance, etc., which are vital parameters in debt/credit industry.
So, these are some of the issues which I wanted to highlight, which may need
improvement in the DRT set-up because without these improvements, you will not

get the results which the Government desires or the country desires.

Sir, on the Securitization Act, there are just one or two brief points. Sir, Section
13(2) came under challenge before the Supreme Court in Mardia Committee, and
that opportunity part came in. That is Section 13(4). Sir, Section 13(4) is taken as a
paper possession; it is not an actual possession; that is why Section 14 was brought
in. In Section 14, we have given the jurisdiction to District Magistrates and CMMs.
I am sure, and this whole House would know for sure, the DMs and the CMMs
have no time for these cases. If you actually go and see there, it is their PAs who

decide these cases. This power also should be given into more responsible hands
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who know the subject, who know the field, and who are willing to look at the

applications with the data and affidavit in a way that it should be seen.

Sir, recently, there is a judgement of the Supreme Court in the Standard Chartered
Bank case, where Section 14 now has created a new problem. As per the judgement
of the Supreme Court, unless you hand over the possession, you can't go to the
court; you can't go to the tribunal. But the problem is this. There could be an order
even against a good person. If I have a house, I have not been able to pay my
instalments, and I may be in a position to do it a little later or there could be some
other reason. I have to first vacate that house, and then go. It is only multiplying
problems. So, somewhere the appeal should come before you are asked to vacate.
The law would need to be amended or the Supreme Court judgement will have to

be clarified in the context of Section 14.

Sir, the last point that I wish to make is — I don't want to go into the details
of each clause — that you have given too much power to the RBI. You involve RBI
too much with the ARCs. You have only about 14 ARCs in India today. It should
be much more. It is such a regulated industry that not many people can come. Most
of the ARCs are created by public institutions. We have given 100 per cent FDI,
and we want to regulate it! These cannot go together; they are not in sync. You
have to give them a little more liberty. But what are they doing? Actually, they are
buying stressed assets, and, then, taking it to the market, as per law, and trying to
recover maximum out of it. In this process, the RBI, at every stage, comes in. There
is a provision under which the RBI can even cancel their registration. Now, if their
registration gets cancelled, then, which foreign investor would invest? In India, in the
past, we have seen how courts have interfered. They have cancelled licences after
15 years or 20 years, which has had a very bad effect on foreign investors. So, if
you want FDI in this sector, then, you will have to liberalize the ARCs' working.
They have to be market-friendly. Of course, accounting, auditing, inspection and all
that can be there, but certainly not that you keep them under the clutches of the
RBI through guidelines, through directions. There are so many Sections here. I can
just read out those Sections, but there is no point in doing that. I am just flagging
these points. So, my whole point is, reduce RBI's control, improve and operationalise
the DRTs and ARTs, and that may give better results. ...(Time-bell rings)... For that,
many Bar Associations have also had representations to the Finance Ministry. All

these points you would also find in those representations. Thank you, Sir.

2 g R (RTSIRATT): WEIGY, 3T §H AN ghIGHe A RaGRET g
U Readl 3 S oo e frafaw, wifesa @rede) f[dd, 2016 o ==f
FR E &l HEled, 39 [ & gRI 89 AR BIAI Bl a1 HR I8 ©, Sl Rkl
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SHRI JAIRAM RAMESH: Sir, I have requested you for giving me one minute.

Sir, I have one question which, I hope, the hon. Finance Minister will address.
This relates to Clauses 32 and 36. Sir, this is a vast improvement on the existing
legislation. But my question to the hon. Finance Minister is: Has he not left an
escape window in both under Clause 32 and Clause 36? The spirit of Clauses 32
and 36 is welcome. It is very good. But there is a second part that is provided
under both the Clauses which, to me, suggests some amount of discretion that will
be allowed. I would like the hon. Finance Minister to please have a look at Clause
32 and Clause 36. The purpose was to tighten it. I think, it has been tightened, but
there has been an escape window that has also been provided. Perhaps, this could

be dealt with under rules if the hon. Finance Minister finds it appropriate.

SHRI ARUN JAITLEY: Mr. Deputy Chairman, Sir, even though this Bill is

significantly technical in nature, I am extremely grateful because a large number of
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hon. Members have spoken on it, predominantly, out of concern toward the health
of banks, the large NPAs, and in order to see that firmness coupled with fairness

is maintained in the process of recovery of these outstanding loans.

Sir, let me, at the very outset, say that the Government is fully committed to
preserving, maintaining and strengthening the health of public sector banks because
they have a very important role to play in the economy of this country. When a
large number of us used the word ‘loan’ — loans being given to large industries
and loans being given to individuals — I don’t think giving loans itself has anything
negative about it. Banks are supposed to give loans. Economic activity, whether
it is trading, industry, building a house, educating yourself or helping yourself as
farmer, all this survives on the strength of bank credit. So, if banks start squeezing
the loans, there will be no economic activity left. In fact, one of the measures of
an economy doing well is, if the credit off-take of the banks increases, it means
a lot more economic activity is taking place. So, loans are a good thing. Loans
are not a bad thing for the economy. Nobody sets up an industry by bringing one
hundred per cent of capital out of his own pocket. And, in a country like India,
which is still a developing country, availability of capital is scarce. After all, how
many conventional businesses were there for centuries which had their original
capital? A lot of entrepreneurs, who have come up after 1991, have really managed
to create some capital of their own. And, then, on the strength of the debt, which
they get from banks, they set up businesses, industries, etc., and some of which
have been highly successful also. The cause of worry is when these loans become
either Non Performing Assets; or, they become stressed assets; or, the activity, in
which these loans are invested, itself is not generating enough money. Now, it is
true that in some cases — and, these would clearly be the cases of misdemeanor
and misconduct — where a bank has given a loan to a person who should not
have been given a loan, or, it is given for a wrongful purpose. That would not
only attract civil liability, but that would also attract criminal liability. But, 1 think,
one of the pertinent points, which Dr. Subbarami Reddy made while opening the
debate, is that in some cases there would be a wilful default. A ‘wilful defaulter’
is a person who siphons out money; or, who has money and assets, lying concealed
somewhere, but is not paying back. These cases will have to be distinguished with
cases where — in the context of large industry, just as some people mentioned the
cases of farmers and students — the economic environment itself becomes adverse
and, therefore, on account of adversity of economic environment, an industry is
unable to pay the loans back. The world has been facing a global slowdown. And
one of the aspects of the slowdown is that worldwide there is no demand. Now,

that absence of demand is globally impacting various sectors. Even though we did
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not face the kind of slowdown, which the rest of the world had faced, yet we faced
certain specific problems in relation to certain select sectors of the economy, and
these large NPAs, which we are speaking about. First of all, let us be clear — I told
in the morning also in reply to a question — that generally the people, who take
small loans, are returning the moneys back. So, micro-finance, in India, is one of
the most successful modes of financing where small industries are financed, small
businesses are financed, household industries are financed and the recoveries are very
high. In Mudra Loans, people take these loans one day and return it on second day
and take it back on the third day, and recoveries are very high and that is why
the whole cycle of loans is working quite well. There is some problem with regard
to farmers, in some cases. But, then, banks are also compassionate enough because
these loans are not very large. Therefore, time-bound extensions, etc., are given. And,
hopefully, now, with the support of the Crop Insurance Scheme, where the premium
is very minor because States are subsidizing the premium, the recovery is going to
be very high and part of the problem would be addressed. World over, particularly
in higher education, students educate themselves on the strength of student loans.
In India, this trend has picked up to a little extent. There are NPAs in student
loans. But the apprehension that these loans will be referred for securitization, etc.,
is not correct because these loans are not supported by any securities. So, you will
vote for securitisation action only if there are supporting securities. So securitisation
really never gets attracted as far as the student loans are concerned. One concern,
which was expressed, was, what happens to the farmers? The securitisation law very
clearly states that securitisation does not apply to agricultural land. Therefore, as far
as students and farmers are concerned, our fears may be somewhat exaggerated. I
mentioned about the problem of bad loans earlier; so, I will, in brief, just repeat
it. We had our largest single NPAs in steel. That is the core sector. And that was
because cheap low-cost Chinese steel was coming into India. We have taken certain
actions, and there is a revival which is seen in the steel industry. If this revival
continues for some more time, then, this loan becomes bad, because the companies
are running away. They were manufacturing steel, but their demand was low. They
were neither able to service interest nor pay back any part of the principal. That
is, when a technical entry is changed, when, for 90 days, you have not serviced
that loan, then, from a performing asset, which is generating interest, it became a
non-performing asset. So, steel was a major sector and power was another sector.
In power, one of the contributors was the private sector power companies, because
the power demand was low. The cancellation of coal blocks also led to sickness in
the power sector. Since a series of State Discoms had very bad health, they were

not charging the consumers the market price; instead, they were taking loans from
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the banks, the loans which were owed to the State companies. So, after steel, the
State Discoms became the second largest contributor to the NPAs. So, when we are
speaking in terms of NPAs, it is not only the private sector and big industries, but it
is also the State Discoms which have contributed to a large section of these NPAs.
The NPAs of State Discoms are also not in thousands of crores; but, collectively,

they have gone into lakhs of crores.

Sir, there was a problem in the highway sector, there was a problem in
infrastructure, and there was a problem in the textile sector. These are the sectors
which were all impacted by various factors, domestic or international. A few of
them have revived. Now, the effort is, and that is the choice that the Government
has and the banks also have, the moment it is an NPA, do we immediately close
that industry? What happens to India's industrial development then? These may be
temporarily economic trends, these are economic cycles, the cycle may change, and,
therefore, a revival takes place. Do I restructure the loan, give it some more oxygen
and allow him to revive the industry? Or, if I find that this company is not able to
revive, do I ask him to induct another partner? Should then the banks take over the
management? Should they completely oust this management in the case of a wilful
default and put somebody else in? If a particular group has five industries, could
the banks now ask them to sell one of them to a new person, get the money, and
liquidate a part of the debts? These are all different instrumentalities, which are
administrative in nature. Through a series of guidelines, you have the corporate debt
restructuring, you have the SDR mechanism, and you have the JLF mechanism with
the banks, where the banks have been given considerable amount of flexibility by
the Reserve Bank, in order to make sure that the industries revive, because that is
the preference in a larger national interest. After the revival of these industries, these
companies are in a position to pay back the loans. All these activities in relation to
various loans are on. Then, comes the next question. How do you legally strengthen
the banking system, so that the bank is able to recover the monies against those who
persistently default? One of the mechanisms which we created, which was a modern
mechanism, was the bankruptcy law. We repealed all our earlier Provincial Insolvency
Act and the company law provisions relating to commercial insolvency because of
inability to pay debts, and, instead, now, we have a comprehensive Insolvency and
Bankruptcy Code in the country. It is a model law. It is internationally compatible.
The moment a company is sliding down, the banks will intervene and, therefore, there
are various revival methods. There are various instrumentalities which are created by
the banking system. Eventually, the management either continues or the management
goes out and the assets of the company are saved. That is the last resort. But these

are all powers under that law which we have passed in this Act.
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What is the purpose of the present set of amendments? Originally, if the bank
was entitled to recover its dues from any person, it used to move to a civil court.
This was an ordinary litigation where all the provisions of the Civil Procedure Code
used to apply and you would stand in queue as a banker before the civil courts.
Now the civil courts were found to be a time-consuming experience and, therefore,
in the year 1993, we had the Debt Recovery Tribunal mechanism which was created.
The DRTs were created and the appeal from the DRT used to lie before the DRAT.
It was a special court. The provisions of the Civil Procedure Code and the Evidence
Act didn’t apply except for the specific procedures which were mentioned, and the
whole object was that the DRT would expeditiously dispose of these cases. I think,
my friend, Shri Vivek Tankha, was right when he said that the infrastructure was
poor, there were issues of members, there were issues of vacancies and all the

procedural factors that he mentioned.

Now, what are we trying to do by the present amendment? Out of the five
DRATs, you said, four were lying vacant. Today, four now have Chairpersons, and
it is not a very easy thing to get a Chairperson. A High Court Judge retires at the
age of 62. You offer him a job at the age of 63 which goes up to 65. In some
cases, you have to dislocate his city at that age. Now, the recommendations which
were made, in the fifth case, the gentleman has refused to join. So, now we have
again referred it back to the concerned Supreme Court Judge who was chairing
the Committee to see if he can request somebody else to go to Chennai. As far
as Delhi and Mumbai are concerned, the appointments have been made, and I am
told, in Delhi, the person has already taken over and in Mumbai, the person will
take over. Similarly, in DRAT also, most of the positions are occupied. There are
some vacancies which we are trying to fill up. The object now is that the 1993
object got defeated because DRT and DRAT became like any other court — arrears,
inefficiency, and so on. Now, what we have proposed is that these are all banking
institutions and there is the mechanism of Lok Adalats for small loans. Supposing
somebody owes I 2 lakhs or ¥ 5 lakhs. For that, the bank is not going to waste
his energy in going to DRT, etc. These are all settled through Lok Adalats, etc.
Thousands of cases are settled. You give and take something and then make some
concessions and then settle the amount. Now, the object is that the DRTs will be
intended to be electronic courts. I think, we have to be clear in our approach. There
has to be fairness, but there has to be firmness as well. So, when Mr. Vivek says,
why should a man first vacate his house under the Securitization Act, it is only
when business people who are wilful defaulters, have to vacate their house that they

pay. Otherwise, if you provide him the special facility that you continue to live in
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your house and continue to enjoy your factory and then keep litigating by engaging
Mr. Vivek Tankha in the Supreme Court, it becomes difficult. And this is what has
happened. The most controversial case going on is of the person who hasn’t paid
and has now moved on to London. I only hope that the State Bank of India one
day comes out with the kind of litigation that the State Bank of India and other
bankers had to contest. It is not in five or ten. It is in hundreds. Now, there were
unusual facilities that were given even by the Apex Court when they said, even in
a hearing for a wilful defaulter, ‘don’t take it as a precedent, but for this particular
person, allow his lawyers to represent him’. The banks never allow lawyers to come
up in a hearing on wilful defaulters. What was so special about it? What was the
whole object of the DRTs? Now, please tell me this: What are the kinds of defences
that people take up in a bank recovery case? Which is the last bona fide defence
that you came across? There is delaying, then compelling the bank to its knees and
finally, settling for concessions! And so, the health of the bank becomes bad. In the
last two years, I have already had to take ¥ 50,000 crore out of the Union Budget
to support the health of the banks. Now, I 50,000 crore put into irrigation would
have done far greater advantage to India, but we put ¥ 50,000 crore there because
some of these people have reduced the banks to this situation. Therefore, I don’t
think we should think in terms of allowing him the privilege of continuing to occupy
his house, using Section 14 of the Securitization Act. He could then litigate. It is

only when he faces the humiliation of sitting outside his house that he will settle.

Now, the procedure is, the bank will file its claim online, the reply will have
to come online, the documents will be filed online and there will be two hearings,
one for an interim order and one for a final order. The lawyers may not like it, but
at the end of the day, in 180 days, the DRT has to decide whether the money is
payable or not. And if you want to file an appeal, pay at least 25 per cent. Now,
Mr. Vivek finds something wrong with 25 per cent being paid. ...(Interruptions)...
Well, I think public interest is suffering harder. Kindly appreciate, I can tell you
that 20 people are sitting on bank monies so that the banks are not able to support
20,000 others. Now, all 20 will say, we are hard cases, but aren’t those 20,000
cases who want to run businesses on bank support, also hard cases? Now, monies
are taken under the honest arrangement that monies will have to be repaid. So, if
you want the facility of an appeal, if your appeal is not merely a ploy to delay,
then, please pay 25 per cent. Sell some of your assets. You can’t have a situation
that till the day you get a loan, you work day and night for it; the day you get a
loan, the bank Manager has to stay awake and you sleep well! This principle needs
to be reversed in India. Therefore, the DRAT Amendments are intended to create

this new procedure so that recoveries in DRTs become easier.
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Now, why was the Securitization Bill brought about? The Securitization Law
says that every person who takes large loans from the bank must give a security.
Enforcement of that security is the essence of the Securitization Law. Earlier, the law
was that the bank will move the court of the DRT, the bank, having received the
security, may still ask for attachment of that security, the debtor will keep running
and the creditor will keep chasing. Now, because of this principle, in the year
2002, the NPAs had touched 13 per cent, much worse than the present situation.
I recollect this because I was the Law Minister at that time and there was a big
debate as to whether this law is constitutionally valid or not. In 2002, we came out
with the Securitization law and reversed this cat-and-mouse game. The bank will
give a Section 13 notice, take possession of the security and throw you out of the
property. Now you go to court to show why the bank is not entitled to take this
property. This was challenged. But for the clarification on Section 13, the Supreme
Court in Mardia Chemicals case upheld the validity of this law. So, this was the
change in this whole culture and from 13 per cent, thanks to the Securitization
Law, the NPAs came down to 2 to 3 per cent because now there was a danger of
the banks reentering your factory, plant, machinery, offices or homes, and that is
when people started paying the banks back. Today because of various factors again
the NPAs are rising. What does the bank do with this property? The bank would
ask the Asset Reconstruction Company to come in, take possession of the property,
run the factory. The ARC only gets a transient and temporary possession. And after
establishing it, it would then sell it off to a third person who would eventually
become the owner and the money received will go back to the banks being paid
of their dues. Now, you rightly mentioned that currently there are very few ARCs
because we have a tight regulated law. Now, to enable the establishment of more
ARG s, all this liberalization in the ARC procedure is being done. The RBI has to
regulate so that you don’t have any fake property agents coming in as ARCs. So,
the regulation would be required and the RBI is a responsible regulator. But then
you would also allow FDIs so that people with assets for profits also come up and
set up ARCs. Transiently, they take possession and then the defaulter loses control
and a new person is asked to come in so that the factory can continue, the offices
can continue, jobs can be saved and taxes can be saved and the banks can be
repaid back. The stand pat amendment is that you will only be adding cost to this
whole process if you ask him for this transient position to pay stamp duty also.
That will be a disincentive. So, there is a waiver which we are giving. Therefore,
all these liberalizations which we have done are really intended in that direction.
Just one last question which was raised in the context of Tamil Nadu; whenever

natural calamities, take place like floods, etc., banks also have a humane attitude.
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They don’t say that just because of the flood in the factory we will declare you an
NPA; they extend that period which was also being extended in cases of various
natural calamities, including in Tamil Nadu, and a reasonable view is taken. There
are higher NPAs as far as students are concerned. These are all areas where banks
are supporting students to get educated, it is the responsibility of the students to
repay back when they start earning. I think, in cases, some more time is granted.
An element of compassion will have to be seen in the context of this factor. You
cannot waive off the loan. Somebody has to pay for that loan. Eventually, some more
time is given; the banks would give that kind of a time even though the NPAs in
that category are a little higher at the moment. Sir, the object, overall, of these two
amendments is that you empower the banking system legally and expeditiously to be
in a position to get those moneys back. There is a public interest in giving loans;
there is a public interest in those loans being serviced and there is a public interest
that those who default, there is an adequate mechanism to recover the moneys from
them. So, I think, all these three factors are in public interest. So far, the system
has remained lopsided in favour of the defaulter, these Bills stand to correct that
balance. And I commend these Bills for acceptance of the House. Regarding my
friend, Mr. Jairam’s issue, which he has raised, I will certainly look into that issue
and if any clarification in the Rules is required, either in Section 32 or Section 36,

I will certainly look into it.

SHRI JAIRAM RAMESH: On the issue of tightening the system in favour of
the banks, I am fully with you. But Sections 32 and 36 do provide some element
of discretion in favour of the defaulter and I would request you to have a relook

at them.

MR. DEPUTY CHAIRMAN: The question is:

That the Bill further to amend the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest Act, 2002, the
Recovery of Debts due to Banks and Financial Institutions Act, 1993, the
Indian Stamp Act, 1899, and the Depositories Act, 1996, and for matters
connected therewith or incidental thereto, as passed by Lok Sabha, be taken

into consideration.
The motion was adopted.

MR. DEPUTY CHAIRMAN: Now, we shall take up clause-by-clause consideration
of the Bill.

Clauses 2 and 3 were added to the BIill.
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MR. DEPUTY CHAIRMAN: In Clause 4, there is one Amendment (No.l) by
Dr. T. Subbarami Reddy. Are you moving the Amendment?

DR. T. SUBBARAMI REDDY: Sir, I am satisfied with the reply of the hon.

Minister. So, I am not moving the Amendment.
Clause 4 was added to the Bill.

MR. DEPUTY CHAIRMAN: In Clause 5, there is one Amendment (No.2) by
Dr. T. Subbarami Reddy. Are you moving the Amendment?

DR. T. SUBBARAMI REDDY: Sir, I am satisfied with the reply of the hon.

Minister. So, I am not moving the Amendment.
Clause 5 was added to the Bill.
Clauses 6 and 7 were added to the Bill.

MR. DEPUTY CHAIRMAN: In Clause 8, there is one Amendment (No.3) by
Dr. T. Subbarami Reddy. Are you moving the Amendment?

DR. T. SUBBARAMI REDDY: No, Sir, I am not moving the Amendment.
Clause 8 was added to the Bill.
Clauses 9 to 11 were added to the Bill.

MR. DEPUTY CHAIRMAN: In Clause 12, there are three Amendments (Nos.4
to 6) by Dr. T. Subbarami Reddy. Are you moving the Amendments?

DR. T. SUBBARAMI REDDY: Sir, I am satisfied with the reply of the hon.

Minister. So, I am not moving the Amendments.
Clause 12 was added to the Bill.
Clauses 13 to 17 were added to the Bill.

MR. DEPUTY CHAIRMAN: In Clause 18, there is one Amendment (No.7) by
Dr. T. Subbarami Reddy. Are you moving the Amendment?

DR. T. SUBBARAMI REDDY: Here, I would like to say that the Central
Government, as far as practicable, shall implement regulations in an expeditious and
timely manner for the linkage of the Central Registry with the Information Utilities.
It is only an advice for the hon. Finance Minister’s consideration. He can bear it

in mind. That’s all. I am not moving the Amendment.

Clause 18 was added to the Bill.

Clauses 19 to 43 were added to the Bill.
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MR. DEPUTY CHAIRMAN: In Clause 44, there is one Amendment (No.8) by
Dr. T. Subbarami Reddy. Are you moving the Amendment?

DR. T. SUBBARAMI REDDY: Sir, this Amendment is about restricting the
exemption only for the purpose of acquisition of financial assets by Asset Reconstruction
Company for asset reconstruction or securitization. This is also a suggestion for the

hon. Finance Minister. I am not moving the Amendment.
Clause 44 was added to the Bill.
The First Schedule and the Second Schedule were added to the Bill.
Clause 1, the Enacting Formula and the Title were added to the Bill.
SHRI ARUN JAITLEY: Sir, I move:
That the Bill be passed.

The question was put and the motion was adopted.

MESSAGE FROM LOK SABHA — Contd.
The Employee’s Compensation (Amendment) Bill, 2016
SECRETARY-GENERAL: Sir, I have to report to the House the following message
received from the Lok Sabha, signed by the Secretary-General of the Lok Sabha:—

“In accordance with the provisions of rule 96 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am directed to enclose the Employee’s
Compensation (Amendment) Bill, 2016, as passed by Lok Sabha at its sitting
held on the 9th August, 2016.”

Sir, I lay a copy of the Bill on the Table.
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