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&,
The Chairman,

ot &g w96
All Regional Rural Banks

Tgiedl/dsied,

Madam/Dear Sir

&g gt def (&R d%) #Y el snfRrdl (Tdie) @ WdRka du wflr @t awet

g famnfrd

Guidelines for recovery of dues related to Non-Performing Assets (NPAs) of

R .
I . JSeial. SRIRASIet. H./673/485-
NATT  (3MR3IRET) /2001-02 BT Je¥ Tgur

U IR (AU & A1egd ¥ TUIT &1 ayggt
8] @ Wd, A--SpiRM iR e
fed dF B Lrard HA & forw Jraa faa
T . deqEr, 9t &wr §F gR1 9HM
¥ eEfagd & fou IuRGarstt o it
[ ¥ gduH Tt & R B HH IR
RIS » WA ¥ femnfdy it
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Please refer to our circular no. NB.IDD.
RRCBD. No./673/485-OTS (RRBs)/
2001-02 dated 20 June 2001 on
guidelines for recovery of dues relating to
NPAs of RRBs. As per the circular, RRBs
were advised to introduce a simplified
non-discretionary and non-
discriminatory mechanism for recovery
of NPAs in RRBs by way of One-Time
Settlement. Accordingly, guidelines were
issued in consultation with RBI to reduce
the level of existing NPAs in all categories
of borrowers for implementation by all
RRBs uniformly. It was also advised
therewith that the guidelines will not
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fPy T V. sUF om@mar ug W gRa
T 7 % femnfdt & Srey #R g% 1A,
URATSt SR SURTY SR Al B A el
B qUT IFd GAH Rd AT I HRAS
[F PN

2. B IYRGare & Tdl & fou ts IRf
fAgem SR U HU 3g A R RAIF 27
fedsR 2005 & HRAW Rod dF (R30S
& uRug . omRURfiEl. diuauiuwey.
S, ¥. 56/06.02.31/2005-06 &
AR, &M dd B BUT & TH SR
fAuem & folu 6 WA dF AR =T &
for g foar mar § Rl gauE IR v,
25000/- & SRIER YAl ITY FHH q AR
St fb 30 AR 2005 @ G gyt gifaarett
Il ¥ T 8. WHR gRI Ui
gres & Sidifd fau T BT & HES H,
dol @ g8 g few mm our f 9
TIUTERT gRT TR feu oM g =g fafy
DI BT IR HRd g TdH JYSD
fenfds TR #X. uRug & SR, oM
JYRGAIS B FHET AR BT YAE fhar
T g, 3 U B & U I @®e U B

3. 3@, B9 U U Jfod oxd § (&
TH SR fAgem  (sfdite) & wiem
3ol Sl (TUIY) 9§ Heftd g iRl
o Tt & fou iR ufew ¥ faw
IR IRTH & AR TS 3R R3S
¥ fenfdsl &1 T wrtarE ghda #3.
foeht off &vm d &1 BU gt & Tt famed
T B 9H & 916 o 9Heidr,  Sidud
3ife &1 faweu g1 =Mfgu. oM, 39 R

cover cases of wilful default, fraud, and
malfeasance. The RRBs should identify
such cases and initiate prompt action
against them separately.

2. As per RBI circular no.
RPCD.PLNFS.BC.No.56/06.02.31/2005-
06 dated 27 December 2005 on One-
Time Settlement for small borrowers’
accounts and eligibility for fresh loans,
RRBs were advised to formulate a
simplified mechanism for OTS of loans
where the principal amount is equal to or
less than Rs. 25000/- and which have
become doubtful and loss assets as on 30
September 2005. In the case of loans
granted under government-sponsored
schemes, banks were advised to frame
separate guidelines following a state-
specific approach to be evolved by the
SLBC. As per the circular, the borrowers
whose accounts were settled under this
mechanism would be fully eligible for
fresh loans.

3. We, therefore, once again advise you to
ensure strict implementation of the
guidelines of NABARD and RBI as per
above  mentioned  circulars, for
recovering the dues related to non-
performing assets (NPAs) through One
Time Settlement (OTS) and strengthen
the loan delivery and recovery system for
future. Any RRB should take recourse to
compromise, OTS, etc. only after
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P T9-¢7 db b Yddd fed H gH dIeu | exhausting all avenues for recovery of the
qu T @A 96 Bl DS IHAH UgTl 91fgu | loan. Further, such a transaction should
T € S PR gD I didl P PIg ary | be in the best interest of the bank and

iy =R, should neither cause any loss to the bank
nor result in any benefit to wilful
defaulters.

4. PUAT 39 URUF @1 UG gUR dard
4. Please acknowledge the receipt of this

&ty e 1 <. circular to our Regional Office concerned.
o Yours faithfully
BXdl./- Sd/-
gmzwa M (D K Gawali)
General Manager
i : gUiad Encls: as above
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CONFIDENTIAL

Ref No.NB.JDD.RRCBD.No./673/485-OTS(RRBs)/2001--02

20June.2001
The Chainnan,
All Regional Rural Banks

Dear Sir,

Guidelines for recovery of dues relating to
Non-Performing Assets {NPAs) of RRBs

You are aware that the RRBs have been set up since 1975 to provide-
institutional credit facilities primarily to the weaker sections ofthe society in
the rural areas. However, it has been observed from the financial data
pertaining to the RRBs that the management ofNPA position requires a critical

examination and evaluation. It is observed that the gross NPA level ofRRBs,

as a whole accounts for 23.07% of gross advances as on 31 March 2000.

The recovery position ofthe RRBs is also not very encouraging as the recovery

to demand accounted for only 64.09% as on 31st March 2000. Although .the
recovery position as well as NPA level show an improvement during the past
few years the management ofNPA has become a critical factor in determining

the performance of these banks as it has important implications on their
profitability. A need is, therefore, felt to introduce a simplified non-discretionary

and non-discriminatory mechanism for recovery of NPAs in RRBs by way of
one-time-settlement. Accordingly, the following guidelines are being issued in

consultation with RBI to reduce the level ofexisting NPAs in all categories of
borrowers. All RRBs should uniformly implement these guidelines so that

maximum realisation ofdues is achieved from the stock ofNPAs within the

stipulated time.

2. The guidelines will not, however, cover cases o fwilful default, fraud
and malfeasance. The RRBs should identify cases ofthis nature and initiate
prompt action against them separately.

3. The guidelines for recovery of NPAs under a simplified non=
discretionary and non-discriminatory mechanism are given below.
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Guidelines for recovery of NPAs upto 31.03.1998

Coverage

The guidelines will cover all NPAs in all sectors irrespective of the
nature of business/activity which have become doubtful or loss as on
31 March 1998 with outstanding balance upto Rs. 5.00 lakh

The guidelines will also cover NPAs classified as sub-standard as on
31 March 1998, which have subsequently become doubtful or loss
category.

These guidelines will also cover cases pending before Courts subject
to consent decree being obtained from the Courts.

Cases of wilful default, fraud and malfeasance will not be covered.

The guidelines will remain operative only upto. 31 March 2002.
Applications may be received upto 31.03.2002 and disposed oflatest
by 30.06.2002.

Settlement Formulas Amount and Cut off date
NPAs classified as Doubtful or Loss as on 31 March 1998

The minimum amount that should be recovered under the guidelines in
respect of compromise settlement of NPAs classified as doubtful or loss
as on 31 March 1998 would be 100% ofthe outstanding balance in the
account as on the date of transfer to the protested bills account or the
amount outstanding as on the date on which the account was categorised
as doubful NPAs, whichever happened earlier, as the case may be.

NPAs classified as Sub-Standard as on 31 March 1998
which became doubtful or loss subsequently.

The minimum amount that should be recovered in respect ofNPAs
classified as Sub-standard as on 31 March 1998 which became
doubtful or loss subsequently would be 100% of the outstanding
balance to the account as on the date of transfer to the protested bills
account or the amount as on the date on which the account was
categorised as doubtful NPAs, whichever happened earlier as the
case may be, plus interest at existing Best Borrowal Account Rate
(i.e. the minimum lending rate charged by the RRB on their
Commercial loans) from 1 April 1998 till the date of final payment.
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(iif)

(iv)

™)

(vi)

Payment

The amount of settlement arrived at in both the above cases, should
preferably be paid in one lump sum. In cases where the borrowers
are unable to pay the entire amount in one lump sum, at least 25% of
the amount of settlement should be paid upfront and the balance
amount 0f75% should be recovered in installments within a period of
one year together with interest at the existing Best Borrowal Account
Rate from the date of settlement upto the date of final payment.

Sanctioningl Authority

The decision on the compromise settlement and consequent sanction
of waiver or remission or write-off should be taken by the competent
authority under powers delegated by the Board of Directors in
consultation with their sponsor banks.

Non-discretionary Treatment

The banks should follow the above guidelines for compromise
settlement of all NPAs without discrimination and a monthly report
on the progress and details of settlements should be submitted by the
concerned authority to the Chairman at their Head Office. Banks
should give notice by 31.07.2001 to the eligible defaulting borrowers
to avail of the opportunity for one-time-settlement of their outstanding
dues in terms of these guidelines. Adequate publicity through various
means to these guidelines must be ensured.

Reporting to the Board

The banks should submit a report on the progress in the recovery of
NPAs under these guidelines every quarter to the Board of Directors.
A copy of the quarterly progress report should also be sent to
NAB ARD and the concerned Regional Office of'the Reserve Bank
ofIndia through their sponsor banks.



(B)

(ii)

(i)

4,

Guidelines for Recovery of NPAs over Rs. 5.00 lakh

The Chairman should personally supervise the NPAs ofover Rs. 5.00
lakh on case-to-case basis. A list of such NPAs should be prepared
and all cases reviewed by the Chairman and the course of astion
decided in terms of the one-time-settlement or filing of suits by
30.06.2002. The matter should be placed before the Board of-
Directors, fmalising the course of action by 31.07.2002 in each such case.

The Board of Directors may evolve policy guidelines in consultation
with their sponsor bank regarding one-time-settlement of NPAs over
Rs. 5.00 lakh covering computation formula, realisable amount, cut
off date and payment conditions with reference to factors of security
and disposability etc. as part of its loan recovery policy including
setting up of Settlement Advisory Committee, staff accountability and
other relevant aspects and decide individual cases in accordance with
such policy. A copy of such policy should also be sent toNABARD
and concerned Regional Office of RBL

Wherever a suit is required to be filed against the defaulters who
have not come up for one-time-settlement, or where restructuring is
not feasible, suits must be filed in all such cases by 31.07.2002. Banks
should follow up suit filed cases vigorously and effectively in the
Courts. A quarterly report in regard to outstanding NPAs of above
Rs. 5.00 lakh should also be sent to NABARD and the concerned
Regional Office of RBI.

RRBs may approach their sponsor banks for clarification, if any,
required on the guidelines. Any change in the settlement guidelines
should be made only by the Board of Directors of RRB.

Please acknowledge receipt.

Yours faithfully,

Sd/-

(S. Subramanian)
Chief General Manager
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RBI1/2005-06/241
RPCD.PLNFS.BC.No.56/ 06.02.31/2005-06

December 27, 2005

The Chairman/ Managing Director
All Scheduled Commercial Banks
(Including RRBs & LABs)

Dear Sir,

One-Time Settlement Scheme for Small Borrowal Accounts and
Eligibility for Fresh Loans

In order to offer small borrowers an opportunity to settle their NPA accounts
with banks and become eligible for fresh finance, all scheduled commercial
banks (including Regional Rural Banks and Local Area Banks) are advised to
provide a simplified mechanism for one-time settlement of loans where the
principal amount is equal to or less than Rs.25000/- and which have become
doubtful and loss assets as on September 30, 2005.

2. In case of loans granted under government-sponsored schemes, banks
may frame separate guidelines following a state-specific approach to be
evolved by the SLBC.

3. The mechanism will not, however, cover cases of fraud and malfeasance.

4. The borrowers whose accounts are settled under this mechanism will be
fully eligible for fresh loans.

5. Banks may devise an appropriate scheme/s and initiate measures to
implement the same.

6. Please acknowledge receipt.

Yours faithfully,

(G.Srinivasan)
Chief General Manager



