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MINISTRY OF AGRICULTURE
(Department of Agriculture and Cooperation)
ORDER
New Delhi, the 3rd April, 2002

5.0. 375(E).—Whereas. rulc 8 of the Multi-state Co-operative Societies (Privileges, Properties and Funds, Ac-
counts, Audit. Winding up and Execution of Decrees. Orders and Decisions) Rules, 1985 (herein refrred (0 as the said
tules) makes provision for writing off of bad debts and losses:

And whereas, the Reserve Bank of India has issued certain puidelines for One T'ime Settlerient of Non-Performing
Assels (NPAs) of Urban Co-operative Banks and has given a formula for settlement of debts which had become doubtful
orfdoss assets as on the 3 1st Marcl. 1998 subject to following

(i) that the competent authority to sanction waiver or remission of penal intercst shall be vested with the Board,
and

(i} the scheme shall remain operative upto the 30th June 2002, and the applications received for one time
settlement upto the 30th June, 2002, shall be processed and decisions taken thereon not later than the 30th
dav of September. 2002:

And whereas. it is found that if the procedure as prescribed in rule 8 of the said rules is followed. the Urban Co-
operative Banks registered under the Multi-State Co-operative Societics Act. 1984 (51 of 1984 (herein referred (o as the said,
Act) may not be benelited by the One Time Settlement Scheme as formulaled by the Reserve Bank of India:

And whereas. the Central Government after carcful consideration is satisfied that it will be expedient to cxempt all
Urban Co-operative Banks registered under the said Act from the provisions of rule 8 of the said rulgs for implementation
of the One Time Scitlement Scheme in terms of guidelines of the Reserve Bank of [ndia subject (o the exposure limits ofy
mdividual and institution borrowers;

Now. therefore. in exercise of the powers confcrred by sub-section (2) of Section 99 of the said Act. the Central
Government hereby exempts all Urban Co-operative Banks registered under the provisions of the sard Act, from the
provisions of rule 8 of the said rules for the purposcs of One Time Settlcment Scheme as formulated by the Reserve Bank
of India subject to the following conditions. namely -

(1) The scheme shall be implemented as per the guidelines of the Reserve Bank of India. given m the Annexure
1o this Order. and

(2) Asscts amounts shall be to the extent of stipulated sanction and exposure limits.
[F. No.R-11017/24/2001-L&M]

K.5. BHORIA_ Jt Secy.
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ANNEXURFE.
Guidelines for One Time Sctilement (OTS) of Non Performing Asscts (NPAs) by Urban Cooperative Banks

1. Coverage

The guidelines will apply to all npn-performing accounts, in all scctors irrespective of the nature of business/
aclivity/purposc of advances, which had become doubtful or loss assets as on 31 March 1998. The guidelines will also
cover NPAs which were classified as sub-standard as on 31 March 1998, and which have subsequently become doubtful or
loss asscts. However, the Registrar of Co-operative Societics (RCS) may fix any cther cut-off date prior to March 31, if he so
desires. The following categories of loans will not be covered by the scheme -

(a) Cases of willful delault, frauds and malfeasance

(b) Loans with tie-yp arrangement for recovery (¢ g loans avatled by salary earners)

() l.oans availed of or guaranteed by Direclois or by close relatives of Directors or by firms/compamnics/
institutions in which the Directors ai ¢ intercsted or by ex-Directors of respectve urban co-operative banks

(d) J.oans guaranteed by Government (including cases where Government guarantee has been invoked but not
honoured by the Government)

{¢) Loans duc from Government Departments/Undertakings

() Loansunder Government dirceled programimes
2. Cut-off levels in the NPAs accounts identified as per (i) above

The RCS should fix the cut-ofT limit for individual borrowers and institutional borrowers (1.e {irms/companics/

other institutions), under all loan accounts. The cut-off limits may be fixed based on cither loans outstanding or working
capilal of the hank or its deposits as on 31 March. 2001, as may be decided the RCS on the basis of the above norms. say
for banks having loans/working capital/deposits upto Rs. 25 crore, above Rs. 25 crore but upto Rs. 50 crore and so on. There
should be a uniform criteria for this purposc.
3. Settlement fornmila

(i) NPAs classified as Doubtfal or Loss Assscts 22 on 31 Marvch, 1998

Minimum amount to be recovered : 100 per cent of the ontstanding balance in the account inclu-
sive of interest as on the date on which the account was categorised as doabtful asset.

(i) NPAs classified ay Sub-standard as on 31 March, 1998 which became Doubtful or Loss Assets subse-
quently '

Minimum amount to be covered : 100 percent of the outstanding balance in the account inclusive
of intcrest as on the date on which the account was classified as doubtful plus interest at a rate not less than
the minimum lending rate per annum thereafter tifl the date of final paymeni.

(iii) Penal interest, other charges and payment of settlement amount in instalments
(@) Pcnal mterest. legal charges and other charges could be waived.

(1) Amount of settlement arrived at as above should be recovered preferably in onc lumpsum. In cases
where the borrowers are unable to pay the entire amount in onc lumpsum, at least 25 per cent of the
amount of scttlement should be recovered upfront and the balance amount of 75 per cent recovered in
inglalments within a maximum period of one vear together with interest at minimum lending rate from
the date of settlement upto the date of {inal payment.
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4, Competent Authority

The scheme is 1o be approved by the Board of Directors of the concerned banks within the provisions of the Co-
operative Societies Acts/Rules/Notification/Administrative guidelines issued by the concerned Registrar of Co-operative
Societics. A Settlement Advisory Cominittee should be constituted by the banks to review all applications received and 1o
recommend eligible cascs to the Competent Authority for sanction. The powers Lo sanction waiver/remission of penal
interest, charges and to take all related decisions may be vested with the Board within the provisions of the Co-opergtive
Societics Acts/Rules/Notification/Administrative Guidelines issued by the concerned RCS. Thé Scheme will be non-
discretionary and non-discriminafory.

5. Non-discretionary and*'Non-discriminatory treatment

The banks should follow the guidelincs for compromise settlement of all NPAs covered, without discrimination
among borrowers. The guidelines are non-discretionary inasmuch as the CEO/Board of Directors should not deviate from
the parameters indicated in the guidelines for compromise settlement of NPAs,

6. Operative period of the Scheme

The Scheme will remain operative upto June 30. 2002. The applications received for OTS upto June 30, 2002 should
be processed and decisions taken thereon at the earliest but not later than September 30. 2002.

7. Settlement Advisory Committces (SACs)
(1) Constitution of SACs

The Board at the Head Office may constitute SAC comprising officials of the bank. The Committce may
cohlpn'se of the Chairman, Directors, Chief Exccutive Officer of the bank, another Senior Official and/or a Consult-
ant who has expericnce in the ficld of banking. management or law. The official who had sanctioned the particular
loan which has become NPA under his delegated authority should not participate in the SAC meeting where that
loan account is under considcration for settlement. The SAC constituted as above may review requests for
compromisc settlements from eligible borrowers.

(ii) Functioning of SAC

(n) The Boards of banks may draw broad gudelines and procedures for 1he functioning of SAC. SAC may
recommend cligible cases for approval of compromise scttlements within the powers delegated under
the Co-operative Societies Act/Rules/Administrative instructions. Powers for compromise proposals,
wherever dclegated to the Board of Directors of urban banks as per the Co-operative Societies Act/
Rules should be exercised only on the recommendation of SAC.

(b) The Board should review the decisions taken by the SAC every montn ana ¢cnsure that the process of
settlement is complete within the stipulated period '

8. Action against other defaulters
In cases where restructuring 1s not feasible or defaullers have not come forward for compromise scitlement, suits
must be filed promptly for recovery ol ducs Banks should lollow up suil filed cases vigorously and cHectively in the Courts
1o decide the cases and realization of dues al the earliest.
9. General
(i) Incascs ol NPAs where arbitration/cvecution petitions have been filed and/or dectec obtained and recovery
certificales issued, the settlement as per these goidelines will be with the consent of the Competent Author-

ity

(M) A fong term multi-pronged and cAective NPA management strategy should be put in place 1 cach institu-
tion to arrest the incidence of fresh NPAS
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(il The warver that may be allowed by the banks in tenins of vhese guidelines will have to be on their own
strength and no financial support from Goveriinent o RBI would be extended.

HIGT 3 A9 A7, T 7

(v) The banks should submit a report on the progress in recovery of NPAs under the guidelines every quarter
to the Board of Direclors.

{v) A copy of the {inal guidelines issned by the State Government may be sent 1o us for our information and
record.
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