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Loithe Chauporson, Public Accounts Commitiee  {2017-18), having  heen
avthorzed by the Commitiee, do present this Sevendy-eight Renor (Stdoenth Lok
25 mth} on "Siressed Assets Stabiligation Fond (SASF)” based on CEAD Repod
ND of 2014 ]'E]r_—,hll"lg to the Mlntmw of F[ncmu (Deparment of Financial Senvices).

2 The Report No. 5 of 2014 of the Complroller and Audilor General of- lrrl:hd W3
~ laid on the Table of the House pn 18 July, 2014,

3. . C&AG Repor No. 5 of 2014 on Stressed Assets Stabilisation Fund (SASF) wes
sefected by ihe Public Accounts Commitiee (PAL) for examimaton in 2014-15  The
subject was confinued for examinalion by successor PAC during (heir ferms (2015-16)
and (2016-17). '

4. . The Public Accounts Committee (2015-16) and (2016-17) took oral evdences ol
the representalives of both the Ministry of Finance- (Depaslment of Financial Scnace:s)
and IDBl Bank on 17 July, 2015 and 12 July, 2016 respectively and hitherto, the Public
Accounts Commitee {2017-18) present a Repoit based on the evidenges taken by the -
predecescor Commitiees of PAG. The Comimitice considered and adopted this Drail
-Report at thelr sitting hL]d on 26 May, 2007, The Minutes of the siltings asa appended
i the Report.

5. For factlity of reference and convemience, ihe Observations  and
Recommendations of the Comumitee have been printed in bold and form Part il of the
Repoift

6.  The Commitee thank the predecessor Commitieas for taking oral evidence and
obtaining information on the subject.

7. The Committee would like {0 cxpress their thanks 16 the representatives of the
Ministry of Finance (Depariment of Financial Sefvices) and 1DB| Bank for tendsiing
evidence before.them and fitnishing the requisite information 1o the Commitles in
connection with the examination of ihe subject,

8. The Commiftee also place on vecord their appfmiaﬂon of ihe assislance

renderéd fo them in the matiel by the office of the Comptroller and Auditor General of
india. : :

NEW DELHI; - : Shri Mallikarjun Kharge,

29 May, 2017 ) Chaimerson, _
8 J}ralstha 1339 [Saka} ) -~ Publi¢ Accounts Commitiee, -

DR (31'*)_-



REPORT
PART] -
| - INTRODUCTORY _

indusarisl Development Bank of India (DB, a stalliory corporation esiabhshed
: undsr the Industrial Developrnent Bank of India Act 1964 was an apex mstitulion 1o
- provide Esng term finance to industrial erferprises, both in public and private seciors.
- {DBF ceased to exist with effect from 1. October 2004 and n its place DB Bank cams
| into. being as an entity reyistered under the Companies Act 1956. iThe undertaking of
IDB! was transferred to and vested in 1DBI Bank, As of March 2004, 1DB} accumulated -
non-performing ssssts {NPA} which stood approximately at T 9,000 croge, '

2 I order {o acquire by transfor the Stressed Asscis of JDBI and for managing
these assels gwith a view 1o recovering the amounts due, the Government, as settior,
decided to set up a special purpose vehiclk: in the form of a Trust. 1t created a "Stressed
Assets Stabilisation Fund” {(SASF) for the Strssssd Acsets of [0OBl and SASFE Trust

Deed was executed in September 2004,

| 3, : The Goﬂfsmm'sni- provided ?f g,000 smrs in the budget for the financial year 2004-
05 for extending loan to the Trust. The amount was fo be “nvested in non-interest
bearing special securitics to be issued by Central Gwsrnmesi“. Consequently, the
sx_pssditurs in Demand No.34 after netting the credit as in Special Deposits and

Accounts ( Msjcf Head 8(312} was exhibited therefore Ni.

4, The Trst in turn invesied the ITIC;ney in Zero intsrsst Goevernment special
secun’[tes rsdssmsb!e in 20 years. The Trust ascigned these spnmsi securiies
smountmg to ? G D{}E] crofe to 1DBI (of its successor 1DBI Bank) and in rsturn ac.qmrsd

626 NPAJ strssssd issn assets wrih a net loan sutstsndmg {(NLO) of T S, 004 crore..

5. In June 2006 SASF exehangaﬁ with E[}Bl Bank Eight tumarﬂund cases for ﬂ‘lfﬂﬂ
_f reshu NPA ¢ strssssd lcsn assets and sﬁer sxshsngs ot thsse Cases, ’rhsrs were 631

) -NFA / stressed loan asssts with NLD sf T 0,006 o ore,



|t

a. SASF is managed by a Board of Trustees {BOT} appoinied by the Govemment
oi India. The E@oafd congists of one Chairﬁ:ersnn, one Executive Trusiee an{_j three
members. From 1 January 2013 onwards the posts of Chaimeraen_and Executive
Trusiee have been merged. The Eoérd of Trustees s éss@sted by one Chief General

Manager, one General Manager and 22 other officials.

7. As pér the T'rua-i Deed, the Board of Trustees were given powers 10 recover ine
stressed assels by restructuring, arriving at setflement with the borrowers, taking 189155':;
measures of adopiing such measures as they may deem fit including but not iii:_rj;rte’a_ to

- their recovery as arfears of land revenue. The BOT brought out fDeaemt_:e’? 2004) a
brief policy and procedure for seltlement of ducs including delegation of powers 1o
Comrnittee of Officers (COO0) and Executive Cormittee (EC) and 2 detailed recovery
policy including delegation of powers to COO and EC was. approved by BOT in Apfl
2005, The pniic},r.was reviewed and modified in July 2006.

B The main thrust of the palicy was to recover the amounts locked up in the assets |
w:thm the shoﬂeqt possible time preferably by resoding to one time settlement {OTS) or
negotlated setflement {NS). Restru::lurmg could be considered in polentially vizble
cases and minimum dues fo be restructured might include entire principal and inderest.
Interest rate DE-'E restruclured core principal shall not normally be less than a rate
equivalent to 200 basis, points less than benchmark prime kending rate {BF’LR] of DB}
on average vield basis. The basic objeciive of the recovery policy was 1o bring about &
pragmatic and flexible approach to optimise resolution of .the stressed gssefs and

- recovery of amounts locked up in'these _assets.in the shortest time -I}DSSE]I}lE.

9. The CBAG. while bringing out Report Neo. 5 of 2014 on “Stressed Asseis
Stabilisation Fund” for the year onded March 2013 camied. out the audit of SASE under
.bectron 20 (1) of Comptmlier and Auditor General's (Dutles Fowers and Coﬂdrhons of
-'_S_EWH:E,:I Act, 1971 and laid the Report before Parliament on 18 .July, 2014, |



o

i Scope and Objectives of Audit

10, The C8AG canied oul the Audit of SASE with the following audit objeciives and .
coveted penod from inception of the Trust to 31 March 2013, The audi.objectives,

broadly were 10 assess whether:

The Trust remitted the amount recovered to the Government as per the
Trust Deed and special secuntics egual (o amount so ransfered have -

been iiq&i'tdai_r.—‘:d and the loan amount reduced accordingly, .

The SASE IBOard had.estahiished far and .iransparen’[ procedure for

recovery of stressed azsets:

The Board took sleps 1o recover slressed assels as per the established

procedures,

111 case of liguidation of stressed assels, proper valuziion was done o

ensure optimum realization of the assets;

. IThe personal guaraniees from promoters were availabie in records- wilh

the detalls of personal assets; the Trust had been collecting copies of the

income f8x et 1 rom them and i |n the event of failure of other measures,

the final measure of invoking fhe pEIbUﬂd] guarantees! afiaching and

i|qmda’ung the stressed assets has been promptly taken; and

The Trust was on frack .io achieve the stated objective Df reakizing

stressﬁ:d assets

11, "]'he Audit selecled a sample of B8 cases out of 631 for examination in a stratifled

manner. The sample cmrered 62.77 per cent of {olal valua of stressed assets. Al 52

casea with Net Laan Outstanding (NLO) above ¥ 25 crore were selec’{ed



.l REMITTING RECOVERED MONEY TO THE GOVERNMENT OF INDIA

12. - As of March 2004, the non-performing aséats of IDBI stood at T 9,000 crore
épprcrximate!‘;’. Consequent o iransﬁ?r of these stressed éaséts to SASF, HE‘Fxs of 1DBl
declined sharply from 14 per cerit during 200203 to 2 per cent as of September 2004,
The iransaction.eﬁec’_ted by the Government of India in acquiring these assets didt riot
involve any immediate cash outgo. GOI provided a loan of T 8000 crorg io the Trust

who in tumn invested the same amount in Zero-interest Government Special Securities

floated by Government of India and re:ﬁeemabie iy 20 years. These securities in tum

were gssigned by the Trust to [DBE In Beu of the NPAs of an equivalen] amount.

13. . This arrangement of transferring NPAs o the Trrl:st was akin to undemriﬁng the
non-performing assets of 1DBL As per the present scheme of things, Government of
india wilt havé 1o redeem ih.e Special Securities in 2024 to the extent of the value of the
assets which will remain unremvered Cven though the arrangement did not involve any.
immediate cash oulge, it has created a liabifity for the same as and when ihese
securties would be redeemed. Thus effectively, Government of India have taken the
burden of NPAs of 1DBI -tq.r creating = future liability. This apart fram helping the
defaulting borrowers nas also extended benefils ta other shareholders of DBt as at the

fime of transfer GOL held 58.47 per cent of total shares.

14 As per the Trust Deed, the Trustees shall recover the stressed assets and shall

pay the amount recovered to the Government and the Govemment at the end of
February each year pay to [DBI the amount received from the Trust. The special

sectrities shall be rodoemed to the extent of payinent received from the Govearnment,

_Dﬂ pems‘%i af the detalls regarding targeted rocovery, arsount remvereﬁ ammun’[
_remaﬁgd and batance amaunt shown in the accounts of iDBI from 2004-05 to 2012-13,
‘the Audit Gbsewed-mét there was # shorlfall in recovery of T 1,528.88 crore as
i _t:m-'rmared to the fargeted recovery. Bufk. of the recovery. was eifected in the infiial
- penicd of the Trust, Je befween 2005-06 and EDG?_- 08, -Themaﬁi:s', the recovery ..

R N Tt v R B L e S S H RN R B S T wide S L



amount dedlinad signinicantly indicating that the cases loft now . are inofe complex and

difficutt - -

15 The M]ﬂlsiﬁf of Finance {Depar‘meni of Financial oerwces} i Their bacquuund
_no‘e have stzted. that SASF singe ‘Octoher 2004 £l FY 2015:16 has recovered and
rn_amltted to the Gol 7 4514_¢r0re far redemption D_f the special securties and the balance
secuiities yet 1o be redeemad as on March 31, 2016 are T 4485 crdre as indicated

‘  below: '

Redemplion of Gol Securiies
| o | [T Crore]
[ Financial Year Amount Recovered f Gm_vcrﬁm&ntﬁe]:urities -
) _ . Redeemed
. 200405 - | - 200.50 T i34 |
300506 - TTsas - T
200607 | 92768 | T ee3 N
D0I0E 75673 . | 750 R
200803 | 281.16 475 7
200610 [ - 32268 ; T 300 ]
- 2010-11 B 7 ) ]
01112 | 22426 308 N
- 201213 T 3ozzz C 300 ]
201314 25000 | 250
20715 0500 1 105 O
201516 - | 100 o

16... The Secretary, Departrnent of F:'na-r:acia! Services during -the-f:rtai_eviﬂ-enc:e held
on 17 July 2015 submitted before the Committee as under - .



"V rom the Budget, a foan was given to the Trust and that money which was given

~io the Tust iﬂ.f:és-g'wen back to the. Gov_efnmeht. The Government issued

_ securities in their name; the Government did not give any money physically. 5o,

" we got the m'_a:tney back. Acluﬁai]y;—so far, we have not lost any money. What we

17.

on 12

neod to see now Is there is a remaining gap of T 9,000 crofe of which the figure

~ of recovery is T 4,400 crore. Now on the remaining amount the IDBY's view is that: '

as per the agreement it is 4 NOn-recourse kind of arrangement which means if .

-’Eherf:: s a gap the gap w:::uuld net be taken by IDBI but by the Government. That

s their view. The Ministry is stili 1o come out clearly in favour of this. YWe have not
yet taken a view. The Ministy can stll ask the legal people. If there is a Hability it
will have to be met over a penod of tima by the IDEL”

The Sccretary, Deparlmont of Financial Services during the orat evidence held

July 2016 further submitted bafore the Committes as under ;-

- "W h%ve before us two legal documents, a Trust deed, one of the transfer der:ds

relating o par of the -propery which was supposed to be covered by SASF
arrangement. In terms of the Trust Deed, it is sbsolutely clear that the accounts
of the fund are to .!:le audited by the CAG. It does not require any further
terpretation. That is the commitment ihat the Government has _'aifeady
provided, by being the Sig.naiﬂnr o this Trust deed. | aiso draw your affention io
Section 1Bc of the Trust deed, which says, all cost of admfniste{'lng the Trust
shall be bome by DB or iis successor. Therefore ‘that paint is aiso absolutely

. Clear as far as this document is concerned.

Third pmﬂi is that the fransfer deals actually have complote information about the
spedific non-periorming assets which have been transfetied. Oncs the transfer -

deads have been signed and executed, cnnsequeﬁt pon ihe execution of the

Trust deed, & is nm.npen Yo flip that assets around exchanging eight ?155&t5 or

_ .al'lyih]ng fike that, The first point is that we stand by all those cormmitments have

" been made and those commitmeniz are meamt to be honoured and will be

. honournd,

T TR T b an e _t=mmmg TIo s TUC —_— —_ .. L T



18.

V.

19,

As far as T 72.86 crore which was cost of administenng the Trust has been paid,

| an informed by IDBY already. Since the MD is here, he would also copfirm-the

- point that | have just made.
"~ Secondly, remaining amount of ¥ 9064.27 crore witich has been idenfied by

CAG Office as amoumt which s due, it has become due Gn'acwuh_t of the

- Incormect flipping of assets which is not suppatted by any i_egai-dm:umeni and we

étand by the commiiment that has been made earfier that this amount has to he
paid by IDBI. | have.had a discussion with MD, IDB before coming into this
meeting, and Re has confirmed, that this amount will be paid. He wifl confinm this

in his own words shortly.

- As far as future losses are concerned, there is already a communication that kas

- been sent to 1DB! on aceount of amounts pot recovered or haircuts as they are

called in bani{ing parlance, those amounts are the responsibility of DB The

. Govemnment has actually helped o clear the balance sheet of |DBI by creating an

'SASF But il is -not that § has taken over the loans at aII tirnes therefore also

became_party to the haireuts, That is the point that is absolutely cleared and has

" bheen darified in wiiting, and wo stand by that, ]
- 1 would ask the MD, IDBI to confirm the pc::'t_nts that | have made.”

On the above issues, the MD &CEQD, IDBI Bank stated as under:-

" copfum that T 72.86 crore has been paid by IDBI to SESF fowards

“expenditures. | also confirm that the amount which has been pointed out by CAG '

about T 1,064.27 crofe Dut of the exchange of assets, ihe GDvemmenf has

- aciualiy asked us to refund. We would be dmng it shcrtliy We confirm that yes,

we would execute that. 1n case of future alao, r,:l_:t of short recoveries, etc woulld

.be borne by gy "

Audit of Acccﬁnts of SASF

Audﬂ observed that Ciause 17{a) ::-f the Trust Deed sfates “the accmnts crf the _

fund shali be maintained. and audrted by the CAG of india". The provision of

__mamtenanca of acmunts by CAG was mistakenr:,r piaced as the rE&pGEIS[inEt)F ta



8

-prepare the accounis resis with the execuiives and not with the CAG. CAG was not

;Dnsmie& while preparing the T_msi i_}e'ed. |

20. © 8o far as audit of the Trust s concemed, by quoiir‘sg the above clause, the Trust

had requested (Jure 2005) CAG to appoint an auditor, CAG informed (July 2005) that |

since the Trust was an independent legal entity, audit couid be undertaken only atter .
such audit was enTrusted undler section 20(1) of the CAG's (DPC) Act, 1971, The Trusi
was requested to send thelr proposal through the Ministry of Finance. The views of the
CAG were brought to the notice of. the Ministry by the Trust in August 2005. No
Tesponse was -feceived from the Ministry untl, Mumbai High Court intervened in
February 2013. The Minisiry finally enTrusted audit of SASF to CAG in May 2013
aimf:;st eight years since the inception of the Trust, In ‘the meanwhile the Trust -
continued to prepare its accodnts for the years 2004-05 to 2011-12 and got them
audited Ey Mis. G. P. Kapadia & flompany, a Chariered Accountants' firm in Mumbai,
21.  On being asked to the Ministry regsrding thelr oginion on delay in audil resulling
tn camying on of wrong practices for years, the Ministry replied as under - - -

“The audit was related to SASF period and SASF #self had requested

CAG 1o conduct an audit.” ' '

22, - Audttin confinuation of their vetting rémarks 1o the above stated that -

rwe e e _‘*.**.' Minishy- finaily enTrusted audi of SASF fo CAG i
May 2013 éimagt eight years since the inception of the Trust and that also fc_f
the period from 2004-05 to 2013-14, =¥+ = e wm g for the
subsequent period was not entrusieé to CAG despite taking -u;:r the, t-'naﬁer with -
- the .Mjn{s’[ry m January 2014, Febwuary 2015, May 2015 and February. 2016.
. SASF vide its letiers dated 7 Januarﬂf' 2015 and November 2015 has also -
Tequested Mtn'ré!w of Finance. for enlrusting the audit of SASE to CAG.
HO'WEVta_r._ no response has been. received from the Ministry so far (April

2016).° '




23, The Dy. C&AG and Secretary, Department of Financial Services {DFS) during

the orzl evidence held -DI'] 12 July 2016 exchanged following views on fhe above matter

as under:- ' - R | o
“Secrefar}f, DFS; == == - %% g ferms of the Trust Deed, it is absolulely
clear i;haf the accounis of the fund are to be audifed by the CAG. cdoes not
require any further fnferpre-faﬁon, Thét is the commitment that the Government

b T

fras 'a.fre'ady provided, by being the signafﬁqr to this Trust Deed, =™
' ."Dy. CEAG: With reference to what Secretary, Financial Services has sdid, just a-
. smalf amplification. While the Trust Deed does cﬁnfafn a statement that if should
be audifed by the CAG, uﬁder fhe DPC‘ Act it is reqiiired that a requk:sf be made
by the Ministry of the-n.me, which was ma;de Subsequénﬂ}f and the audit we had
faken up. In fact, for the hwo years sulrscquent fo Hhaf, ihr;-f is, 2014-75 ohwards,
3 reqﬂesf has lo come for which reminders have been sent. Scn even though | is
mcn.fm?::ed in the Trust Deed, this is a procedure which acfually has fmdﬂy been
foliowed. _
_ ' Set:féfam DFS: Is g request required on an annual basis?
Dy. C&AG: The request Is for a timeframe. So, you can reguest it ever for the

next four years.”

24.  On being asked why was the Minis*try relictant o entrast audif of SASF to CAG,
the Minlstry vids their response dated 12 Septembs:—:r 2016 stafed as under .-
“Going_ further, Ministry has requesier:i io C&AG to conduct audit of SASF for-
the period 01_‘ 201318 wrle_-. lehter dated 13.07.2016.7

| V.  Cost of Administering the Trust

25 As stated by the Audit in their Report aIJ the costs of administering the Trust have
been borne by IDEBI as per clause ']B{c} of the Trust Deed. - The expendiure of T 72.86
crare {from EDD4 05.10 - 2011-12) incumed ‘on safeguarding. bomowers’ assets was
le:mbumed to 1B} from the remvenes made from tha borrowers. But for the Trusi, the

expendlture on safeguardmg asseis would have been bl::-rna by 15BI. Further there is
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o provision in ihe Trust Deed to recover such amourt from the realisaﬂon of stressed
asets, Rather, clause 18(c} of the Trust Deed categdﬁcai!ﬁ mentions that all costs of
'aﬁmir‘i?étering ihe Trust have fo be bome by IDBI. Thus, this amount shouid alsn have
been transfoired to the GO, By not doing so, fhe burden of the GOI has gone up to that
_extent as the full recovery of the stressed assefs is unlikely, yet the GO! will have to

redeem the outstanding special securities in 2024,

.26, - Ministry in its reply informed Audit that since clause 18{c) of the Trust Deed
;imvided'that DBl shall meet the expenses of administering the Trust, it had boen

decided {o direct the bank to return the amourt to SASF.

27.  'On the above issue, the then DMD, IDBI Bank dusing the course of ewdence
before the Commillee held on 17 July 2015 suhmilted as under ;-

| “One point has been made that the administrative costs which were suppnsed ip

he bogne_by IDBI, they have been reimbursed by SASF to IDBI Bank. We are

witling {o pay them back., We would do that shortly. You have asked by when

they will be paid. They will be paid within the next few days.”

28.  On the issue raised in the C&AG Repor on expenditure incurred on Trust _
Administration and the Minisiw's take on the present status and [ikely date by which
IDBT would return the amount to SASFE, the Ministry of Finance {Department of Financial
Serwces (DFS})in their post-evidence reply submitted as follows:-
" DFS has instructed IDBI vide otter No.8/8/2004-iF-1 (BOA) dated 20.08.2014
to return Rs..72.86 crore io SASF as this is a part of the expenses to be bome by

' IDBI Bank. However, IDBI has not yet refurred the amount™ -
_29. The Department of Financial -Services in their Background note placed fur i
perusal of the Cummrﬁees sifiing held on 12 July, 2016 submrfteﬁ that IDBI Bark has

~_ deposited T 72.86 crore on B July 2016,

_ 3{}:_ The Secfefaw, De;ﬁ-artment of Financial Services during the sifting of the
7. Committee held on 12 July, 2016 stated that -
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“As far as ¥ 72.86 crore which was cost of adiministering the Trust has been
_ paid, | am informed by IDBI akeady. Since the MU is herg, he would also

confirrmn the point thal | have just 'n‘gade."
VI.  Exchange of Assets and Surrender of Sccurifies

3-1. Belween September 2004 and May . 2005, DBl by exetuling six
iransferfassignmentﬁréns{er of moligage deeds, assigned 636 stressed gssets with net
loan outstanding of T 9,004 crore to SASE. However, [DBI Bank submitted (February
2606 f ﬁpril 2006} proposals o GO| for éx’chénge of turnaround cases for other stressed
asseis. Exc:ﬁar{ge of tases was not permissible as the objective of formation of SASF
was 1o fake over the NPAs / polential NPAs e;&isting as on 31 March 2004 only. Thus,
_ no subseguent exchange was permissible. The GOl infinated (May 2008) IDBl Bank
- that the Stressed Assets Stabliisation Fupd in exisience was cr{:::ated for & speciic

purpose, Le. ﬁfﬂ; stressed assets for that point of tlme and it would not be pmper i

-extend the SCOpe and Iafe nf BASF

32, Despite this, the Board of IDBI Bank decided {Jure 2008) and Board of Trustees
" approved {24 June 2_1’.)&6} exchange. of eight turnaround cases (Asian Peroxide Limite&;
Pabhol Pawer Company; Indian Seamieés Steels and Alioys Limited; Pioneer
Distilleries Limited; STl India Limited,; Sujana Metal Products Limited: Sujana Universal
Ulndustries  Limited _and  Ventura Textles Corporation Limited) with NLO of
Rs 1,522.29 crore for three fresh. casés {SJK Steels Plant Limited; SPiC Petrochemicals
Lid; and Shri Vishnuprlya industries Ltd) The transfer desd was Executeﬁ {28 June
' 2006} between DB Bank and SASF for exchange of cases. '

w330 Audit noficed that in eight cases, _wh]ch were trahsfarred to IDB} in 2008, against
a {otal NLO of T 1,522.29 crore, the reccwery made was T 1 559 crore. On the other
hand, only T 360.32 crore mu\d be recovered from the three exchanged cases. This

imadmitssible exchange whicit was noi approved by the Gnvernmen_t of 1ndia, beneffitied
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IDBL. Cn the assets transforred 1o IDBI, the recovery was even more than the NLO. On

the assets received by the Tiust in exchange, the recovery was minimal.

34.  The Ministry in their reply to the Audit stated that even though the exchange of
assets was not in fine with the objective and scope of formation of SASF which was
reiterated by the Government of India when the proposal of exchapge of assets was
received from IDBI in May 2DD6: the Bank took a business decision in the inferest of the-
Bank and fo save some stressed assets in which there was a ife for revival However
since the GO did not agree with the proposal of the Bank for the exchange of assefs,
‘the observations of the Audit was accepted by the Ministry and 1DB1 Bank was being
directed fo take all remedial measures including ngéeasaw sieps such as obtaining
approvals from various regulatory authorities, Board, ‘GGVEmmam ete., ¥ any , and .
compleie thé process in the next three to five years starting from fingncial year 2014-15
to restore the position prier to exchange of assefs in 2006-07, as- far as possible and
consequently réﬂEBming of special securities held by the Bank worth the value of assets
taken over by the Bank since SASF at this junclure cannot take back these assets being
refinanced by IDBI and their original vaiug and riature altered. Further, the Bank was
also being directed 1o take back the thres assets which have been given 1o SASF in

exchange.

35, The then DOMD, DBl Bank during the oral eviﬂenée tendered-- before the
- Comrmitlee on 17 July 2015 submitted as under on'the above issue:-

“The exchange of assets which happensd in 2006, | would like to submit that this

- exchange of assets was bas.ic:ai}y _tr}gge;ed and ]nitiaiéd. by the Goverriment of

India's directive to rehabilitate Ratnagifl Gas and Power Private limited (RGPPE)

which was known as Dabhol Power Plant at that point of time. The T 6,004

crore of net assets which were transferred to SASF also included Dabh ol power

EDFI:I’-I#;:{I'I},-L it needed for its T‘EU-F"L;"E[L additional assistance and conttnuing working

~ capital. That could nof have been done by SASF bocause it was not SASF's _

. ma’nﬂate, Théreforf:,'ihis proposal was mooted that Ehi.s be faken out of SASF,

brought into IDBY's main books and, siice 1DBI was the load instiufion, together
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with other padicipants, efforts be made to revive i That account fs stil

* - continuing with us. We have pumped in additional money into that together with

other lenders also. The banks have been trying to I!'Ef"u’_i-".fe _this.'pia'n't again with the

help of the Gwem_mér:t and various other stakeholders so that the né{ stock of

assets Temains intact at the same level as was originally planned with SASF, in

" lieu of RGPPL and one or two more aései_s, the assets were transferred héck o

| Sf'-.SF also. That was the basic intent. Those, assets thén have been deall with

respectively and with 1DBl and SASF in normal.course, recovery methods have '

been pursuad. Par recovery has hap;ﬁ&hﬁd. In some cases, FeCovery Process is
- Dn_' : ’ . : :

. 3B. The Secreta'ry, OFS during the same sifting of 1ﬁe-Cemmittee subinitted as

under- _ ._ _ ' k

"Regarding Ratnagiri project, | would say that perhaps the then Government had

' ciec'rdéd-'lhcugh the gcw-emment had not formally approved the exchange of

assels between the SASFE and IDBL But | was fold the reason for diving the

Ratnagin asset back was it was not & _ju'nk value asset; it was possible to be

rehabiftated by some subpnrt and the Government wanted 1o suppod it by giving

o

some additional package or restructunng. That 1s why it was given back to 1DBL

The discussions are gtﬁr:g on for the revival of this projecl; even the hon.
KMembers Know about it. | ' - '

“ ..+ Therewasa ﬁ'aé&’ting at the highest level on the project. All the banks were there;

e - alf the Ministries 'u';;rere there; the Maharashtra Government was also there. We

| are trying fo sort out and see thatinstead of an NPA it becomes an operational

Tea . asset; only if this asset alena can give us 'éil -the Ipsses. If after five YESrs we arc
able o recover this one asset also, it can make good all the ofher losses. . .

“In respect of those projects which aré exbhanged because the Governm ent- has

not approved the excha'ng'e' of projects, the Government can also take a view tha.t

) whaiéuer is the recovery out of those projects that will cotne back to SASFE. We
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i4
can atso take that view. One of those projects is the Ratnagin project. |t if earns

some money, thatcan come back to SASE and after that could be replaced.

. - A I ok R

On being asked hnw-woufd the |DBI justfy the Toss incurred by SASF fo the fune

of T 87583 crore due to inadmissible exchange / transfer of cases in, 2006 in wolatmn of

GOl orders the Ministry i i their reply stated as under - '

38;

“IDB! Bank has advised that an EGOM was set up by Gol in October, 2'[}14 fo
facilitate early reéo!uiion of issues refated to the Dabhol Power Cempan.y or
Ratnagii Gas and Power Pyl Ltd. (RGPPL). A restructuring framework was
ﬂeve'lnped and approved by EGOM which was to be implemented by ali the

" stakeholders. The restructuring was not possible with accournt remaining with

SASF as it had no mandate or cépacﬁy to provide the required additional funds

or to carry out day-fo-day monitoring of the operation of the accounts. The

transfer of equivalent amount of stressed assets to SASF was done fo bring

about parity in the exchange.

Transter of asssts back fo IDBI Bank now for reclifying inadmissible transter may
lead to borrowers raising legal objections- regarding validity of action taken by
SASF so far. This will delay the recovery and jeopardize the recovery prospecls

which are already weak.”

On being asked furdher why the Ministry did not 1ake immediafe action at the time

» wher SASF and DB exchanged assets in violation of the GO orders the reply

- ﬁ.:mrshed by the Mirisiry is as under -

i

. “The exchange of assets tDDk place in 2008 and the Ministry came to know about

1t from the GAG Report Dnly

The Mmistw in their background note for the miﬂng -of the Comm:ttee an 12 July

2&15 stated az untier -

g T R
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“tn continuation of CAG audil, the Depariment direcied 108! Bank on 17.04.2014
that it shali surrender the SEEUFJ'ﬁE:S.WDrIJ[h T 1,137.13 vrore {Rs. 1,064.27 crore
+ ¥ 72.86 crore) over a period of thyee vears staring from FY15, No insfruclions
have been issued  fo the contrary since then, 1DBI Bank has deposited € 72.86
_GITIE O ath .J_uly,.r 2#]15_" . -

40 Sﬁbseqpenﬂy,.duﬂng the siling of the. Commiitce held on 12 July 2016, the

- - Secre{afy', DFS submitted as under :- -

| “Third point is that the transfer deals actually have complete information about
the specific -non-performing assets which have been transferred. Once the
“transter deeds héve been signed and executed, consequent upon the IE,)CEEUT-PDE'I
of the Trust Deed, it s not open {o flip that assels around exchanging e'lgjhi
assets or anything like that The first point is that we stand by afl those
commitmeénts have been made and those commitments are meant o be
hr:-nc-:ure‘t'd and wili be honoured. -

- Becondly, remaining amount of ¥ 1064 27; ciore which has been ideptified by
CAG Office as amount which is due, it has become due on a-ccimnt_ of the
ihcorrect flipping of Assets which Is not supported by any legal documeht and we
gtand by the commitment that has been made earlier that this amount has to be
paid by iDBL. | have had a discussion with MD, IDB! before coming inte this
meeting, and he has confirmed that this amount will be paiti.- He wili confirm this

in his own words shorily.”

‘ 41, The MD &CEO, IDBI Bank during-the above mentioned sitting submitted to the

" Commiflee as under :-

' I confirm that ¥ 72.86 crore has been 'paid -by IDB! fo SESF towards
expenditures. | alse confim that the amount which has been pointed out by CAG
about ¥ 1,064.27 crore ouf of the exchange of assets, the _Government'_has

actually asked us to refund. We would be doing it shorlly, We confirm thaf -yes,



16

wie would execute that, In case of fulure alse, out of shor recoveries, efe. wolld

be bome by IDBL”

42.  The MD &CEO, 1DBI Bank vide letter dated 14 March 2017 addressed {0 the

| Chaifperson, Public Accounts Commitiee (2016-17) infer-alia requested as under-

o wwey b in this regard, éonsideringl ihk weak financial
position: of the Bank, we made representations to the Government Df India {Gol),
Ministry of Finance {Mof) for .pemfllﬁing us lo suriender Securitiés worth
Rs.1064.72 crore over a period of three years. The Bank thereln had proposed
to provide for the same evenly over eleven gquariers beginning with the guartcr
ended September 30, 2016. Accordingly, the Bank has already made provision

of ¥ 183.50 crore in the two quarters upto December 31, 2016,

it +hAA LI g

In this connection, we subrmit our request to permit Bank to surrender securities
worthaZ 1064.72 crore over a period of three years. Bapk has already provided -
to swrrender securities worth ¥ 198.50 cfore . over last two quarters. The
remaining securiies worth T 870,77 ¢rore also would be provided for Bank in

foliowing nine quarters. Since the financial position of the Bank at present is

weak, this request is submitted humbly for your kind consideration

VIl © Deficiencies in obtaining of Personal Guarantees

43, . pudit examined 85 cases on a stratffied randorm sampling basis, the summary of

whibﬁ is giv-en below: !

_ - . y Rs.zin'r;mre
[Parficulars — TNo.  of[NLO Amount |
T cases recpvererd

| Settled cases - 24 [ 139101 96716
'_Resoived casgs 1 15 - - 2326.60 '685.{).?2

" .| Unresolved cascs . 38 1935.97 208.56
TOTAL TR | 565358 | 1,861.75 |

I S - i
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44, Out of 88 cases tes! checked by the audi, in respect of eighl cascs with NLO of
"Rs 1,{)6'].85 Crore, o personal guaranlees were obtai.ned by DB at the time of foan -
disbursement. In respett of the remaining 80 casés, the Trust could pmduce'ﬁopies of
pen;.cnai guarantees for 53 cases anly. SEruﬂny of 53 i::ersona!_ guarantees rovealed
that only in the following six cases property detatls were available, In the remaining 47
Cases no pr&éer&y details wefe available. Thus, abtaining personal guarantees became
a fruilless exercise. As stbsequent events indicaled, the personal guarantees did not
“help at all in recovering dues. Only in one case, ¥ 4.99 crore could be recovered from

Delta lnnovative Enterprises Limited by invoking guarantees. '

. Though the Personal Guarantees (PGs) contained various clauses

including obligation to repay the dues by the guarantor on demand made by the

iendors due o default of the borrowers and fixed the liabilify of the guarantors up

1o the full valie of the loan, the same was ot backed up by property details like
Incaﬂnﬁ, I'-:.raiue, efc. Thus, IDB!.had e means 1 judge the capability and

cnmpe’rerif:e of g'uarantc-rs; to give such guarantees in the absence of these

detals. PG can be €aid*to be compieie only after disclosure by the guarantor

about propeity déscriptign and their values, proof of their ownership and

undertaking not to dispose of the propertiés wr’thnﬁt consent of the lendors.

. | Only in one case relating to Mfs. Delia innovative Enterprises Limited,

SASF could recover T 4.99 c:rDre-by ir‘l‘-u"Dk]E‘ig the P-G. | |
» There was no system of D.i}tairiiﬂg-i. coples of annual Income Tax retum and

property detsils from the guaraniors.

45.  Above posifion indicated that obtaining of personal guaraniees became a
meaningiess.éxercisé in the absence of the properly and income detsils of the
guaraniors.  Initially IDBI and subserquentiy the SASF Trust falled fo demonstrate
‘Tequired due difigence. C-;nly T 4.99 crore could be racovered by invoKing PG. Thus,
~ according fo Audit, an important instrument of PG for safeguarding the financial
-interests. WES rehd?red inefleciive. Fﬁ'rther', kad IDBYSASF gathered these 'd'etai}:-:, they
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would have been in a betler position to furher mprove {he setllement ferms during

negoiiations with the borrowers. This could have increasaed the guantum of recovery.

48, In reply to the Audit, the Trust st:ated {August 2013} that:

. At tho time of creation of QUaranteé1 detads of assels of guarantors were -
not obtained as per the practice prevalent in DBl and since all the accounts
écquired by SASF were from DB, this lacuna persisted in the systemn.

‘- Whiie coﬁsideﬂng sefflement of accounts and release of personal
guarantée by SAGFE, cenified net WG:!‘th cerdficate of guaraniors was being
obtained. _ : _ '

. '. In crder to have a full picture of the means of the guarantors vis-a-vis
jseitlément, the Trust revised the pelicy and would be obtaining .Enmmﬂ 1ax
refurns, affidavit of assets filed by the guarantors in the Courts / DRTs besides
net worth cerifficate by a Charered Accountant, o amve at the value of

" guararitess.

47, As per Audit; the fact remains that the new policy would be applitable only for the
cases which are yot {o be settled. For the cases aleady setiled, the Trust lost the
opportunity for a better setfiement. The Ministry i its_reply 1o the Audit staled thal the

SASFE had taken various steps fo mifigate the flaw relaling to personat guarantees.

~48.  On being asked on ihe issue of Personal Guaraniee, whether obtained or not
_ Obtained without properiy/income details of the guaranior during loan disbursemant and
what has beeﬁ the practice and discretioﬁ to wave-off the persnnai guarantees, the then
. DD, IDB! apprised the Committee. during the sitting held on"17 JL‘IE{.‘ 2315 as {oiiaws:'_

- “One _mrant]qn was made about personal gﬁaraniee not having been obtained in
some cases., and in some cases where personal guarantee is there, defalls arg
not being available. | would be frank to admit that in the ers.tu.rﬁilé development
financing era m the DFI, 'ni_a!i cases the personal guarantee was not insisted

' upon and where if was taken —~ because the main purpose was o deﬁe}op

"



w

49,

B0,

ig

indusiry and it was alf sizes of industry - many psople were not wiling fo come

forward to set up projects if personal guaraniee was insisted upon. So, in the

intgrest of setting up those projecis, it was not insisted vpon i ak cases '

otherwise the project was viable and support-worthy and where the people were
really very shy fo give their details. So, we actually used that instrument as a
meret pressure on the entrepreneur to keep the unit going viable and to repay the
rne-rrer»r o us. So, | weuid admit that the policy at that point of fme did not

envisage getling afl the deterie or geﬁlng personal guarantee in all the CASes,

P 1 wAEE . *hdw

The DMD, 1DBI further stated that :

"Sir, If | may clarify, and | should not be mistnderstood. The obtaining of personal
geerentee is not mandaiory. )t is not a poliey' to obtain personal quarantee in -
-each case, but in each case when a banker negotiaies a security package,
perser:el guarantee is an essential part. We discuss with each and every itlem of

secuwity, and personal guarantee s definitely _d]eeueeed. Now when you are .

Cagdfiially setfing up a new project, we, as bankers, are also interested in’

promoting those projedts, in assisting and supporting those projects. If the project
is oiherwise viable, it is going to catalyse investment in the country, whether it is
middie level project, Eerge project or smali project, # s going to prompie
ernp]se}'meht, it is bringing in some capital from ouiside or ¥ i being inveeted by
entrepreneur, on overall consideration, if a promoter fnsists thal he is not in a
pee‘it'l:en to grve personal guarentee, we, many times Iat it go. This discretion is
with the sanctioning authority, whether the sanclioning authority is the
management committee or the Board. Whosoever is the sanctioning authority, i

decides on what terms the Ioan is {0 be sanctioned *

When asked about the guidelines of Reserve Bank of India on obtaining personal

guarantees, the Committee were apprised the following:
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“Sir, In the case of normal iending which banks do, it Is & commercial decision
_ﬁnd t-he RB! has ho specific guidelines as far '.ﬁs_persona[ guarantees on general
lending goes. But the moment, an account shows a sign of stress and when
bomowers do come for restructuring or aﬁy other request, it has become

mandatory to obiain parsonal guaféntee at that stage.”.

51, On being __askéd io provide details of the procedurs for ascg_rtaini_ng net warth

. fincome of promoters of 'ﬁrms‘ who gave persr:mai guarantees at the me of giving loan

and whether the Ministry agree that due fo loopholes in the said procedure, comp!ete
recovery of dues could not be made by BASF, the Ministry in thelr reply stated as
under:- _
“There is no specffic procedure'Iin this regard. However, aié a step towards
generat prudence, the details of all movable and linmovable assets along with

the défaiis of flabilties, if any, of a borrower/guarantor are noled by the lender, in

order fo arrive at the net worth. The details of the assets are verified to the extent

possible. Value of unverified assets s excluded from net worth. Absence-of such

" information makes i difficult to assess possible extent of recovery from the

Borrower f Guarantor.”
VIIl. Recovery of Stressed Assets specially NLO cases with more than 25 crore

52, As per Audd, at the time of transier of the cases 1o SASF by IDBI, the cases were

classified as normal cases, suit filed cases and decree cases. Over a period of § years,

" the Trust was able fo seftle 319 cases, resolve 109 cases and there were 211

unresolyved cases.

o3, ?uriher Audit analysis in their Report indicated that out of 57 cases with NLO of

‘more than T 25 crore, 19 cases were seftled, nine cases were resolved and 24 cases |

Tramained unresalved Fuﬁher' out of the 318 setiled céses 300 cases were with NLO

less than ¥ 25 crore indicating that the Trust was able to settle small cases and a large

number of big cases remained Linsettied. Further in the unresolved category, in 79

e B ————— - T s i e e T - ————— -
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cases with NLO of ¥ 825.32 crore, he Trust could ot recover any amount and from the
balance 132 cases R could recover obly ¥ 306.70 crore against NLO of T 2,380.37

Crore,

64, The Ministry in their Background Note submitted for the Comimittee’s sitfing on 12
July 2016 stated that during the period from Oclober 2004 fo March 31, 2ﬁ14, 319

ascolnis have been sefiled out of fotal 631 accéunis. Further, during the period Aprll 1.

2014 to March 31, 2016, 13 cases were settied. The Trust has been able 1o settle these
accouits by way of $eﬁlementfassignm6r{t of duesfeale of assetz. The remaining

accounts consist of chronic NPAs for more than at least a decade and ére under vanious

- stages of ftigation in Courts / Debt Recovery Tribunals.

IX.  Setflement below NLO

%

5. As pér Audit, the recovery policy stipulated that valuation of the secured assets

~ of the barrower should be carried out by a valuer engaged by SASF [ other secured

lender/Court.  The policy also provided that valtie of security including coliaterals
avéi]ab_le {on pro rata basis) as atso amount of statufory liabiliites and workers' dues
shall form the basis for sefflement amounl. Fresh valuation could be sought If

croumstances such as vintage of existing valuation, volatility of ‘asset value, efc. so

_ warranfed. ‘Where ihe value of securfies was sufficient to cover the dues, the

endeavolr was fo recover the maximum amount.

586. -Du’g of the- 34 settled cases examined by the audit, i 13, cases the settied

-amount was more than the NLO by T 163.62 ciore and in 21 cases the settied amount _

ﬁfas lower by < H87.47 ciore as compared 1o NLO of € 1,144.64 crore as shown bealow:
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o Rs. in crore
Particulars | No. of | NLO _ Amount Settlement | Total Excess |
Caseés : recovered |by way of | setilement | (+) N
| upto 31 |shares |{4+5 - |additional
March . efc. {-)-
2Dﬁ3 : | . § recovery
( (6-3)

1 2 | 3 4 5 — 6 7
[Recovery .| 13 | 24637 | 40846 | 060 | 41000 | (+)16363
more  than |-

NLO | _ “
Recovery | 21 | 114464 | 54083 | 16.48 | 65717 | (-} 58747
less  than '

NLO A

%Tnia] | 34 | 1391.04 | 950.09 17.08 967.17 | (-}423.84 |

.57, Substantial shor recovery (below NLO) ccourred on large NLO accounts such as
‘Mideast Integrated, Krishna Filamens, Pasupati Spinning and Weaving Mills, I.G.-

" Petiochemicals. and Shree Rama Muliifech 1id. The perscnal guarantees of sotne of
the promcﬂeré of these firms were available with the Trust Hmm-reuer, the Trust did not
make efforts to ascertain the net worth / income of the promoters before arriving at the
setfernent amount.  Such settiements befow NLO, without due regard to the fi nanc:al )
capamw of the pmmmers can be said 1o have ac.tuaﬂy benef ted the prom{}te{s

58 Ou of the 21 cases, in 20 cases {except in the case of Krishna Vinyl Limited)

. persanai guarantees were taken from the promoters f borrowers. However, no property

detalls were availabie on records i'_'tf the Trust The Trust alsp dld not collect thae thcame

tax 1 returns from the guarantors.
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58 The Ministry, while replying 1o the Audit, stated that the SASF had accepted the
viotation of policy in certain cazes. However, since scitierment had been sanctioned and
~amount received, there was ho way to improve the seillement amount futher. The

SASF, the Ministry assured in its reply, had noted the observations for compliance i

future.

- B0, As per Audit, out of 15 resolved cases selecied by avdit for examtna'ﬁcm,_ im i
cases the setllement amount / amount recovered was below the NLO amount,
aég;regaﬁng to shor recovery of T 1,580.48 crore. Out of ‘i[l‘cases. in one case (S

- Industries Limited) vafuation of assets was not done and mnsequeﬁ_ﬂy the share of the
Trust was also nol avaiiable. In the case of SJK Steels Plant Limited pro-rata share of
the Trust was not available. Since the policy provided that vafue of security Inchuding
collalerals available {on pro-rala basis) as also amount of statutory liabilities and
workers' dues was the baéis for setﬂem.ent amaodnt, it was essential to cérryr out
valuation to Khow the potentiat for recovery. The stes! sector-companies are the major
defaulters and the Trust has taken substantial hit. For instance, in respect of Malavika
Steel Limited ‘and Usha lspat bimited promoted by Shri Vinay Rai and Shri Anil Rai of

" Usha Grbup, the s._eﬁ!ement amount is only ¥ 41.78 crore (7.03 per cend} and T 48,07

. crore (14.94 per cenf) as- anainst the NLO of T 594,5_4 crore and ¥ 321.80 crore
respectively.” The Trust, in spite of having personal guaraniees from the promoters of
variotis borrowing companies did not iry o ascertain the net worth of the promoters so

as to realise oplimum sum.

- 61.  Out of 1D céses discussed by the Audit in their Report at para 6.3, in one case
“viz. SIV Industries Limited no personal guarantees were oblained. Out of the remaining
nine cas;es, only in one case (SJK Steels Plant Limited) personal guarantees with
" property defails were avalable. In the remaining eight cases, though personal
guarantees w:ere obiained, property detalls were: not available on the records Df. the

Trust. The Trust also did hot coliect the income tax returns from the quarantors.
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62, The Ministry in iis reply fo the Audit have stated that the SASF had submitted

that remediai measures were being taken wherever possible.

83.  Further out of 3% unresolved cases selected by audit for examination, in thies
cases {Triveni Glass Limited, Ag Foods Limited and Diynamic .LDQESﬁCS Limited), the
Trust recovered T 58.21 crore against NLO of T 47 28 ctore. Inthe re'ma]nirgg 36 cases
the Trust could recover only T 150.54 crore against NLO of T 1,388_59 crorg, The shor

recovery in these cases was ¥ 1,738.14 crore.

G4, At the time of tran.sfe_r of these 39 cases o SASF, in four cases decree was
awarded and in 13 cases suits 1..ﬂ.rer»a fiied. Qut of 13 suils filed cases, only in two cases
setlement could be reached {one through OTS and other through sale of asset by-
court) and the remaining 11 cases were still pending with the Courts f Tribunals. Outof
the balance 22 cases which were not under 'suit filed' or ‘decreed’ category at the time
of transfer, Sine cases are pending with Debt Recovery Tribunals / High Courts, Aine
casss have been referred io BIFR, in two pases SARFAESI Act initiated and i one
case SFC Act invoked. In the remat.ning ong casa, though cﬁmpfomise setflernent was

approved, the same was not complied with by the bomowers,

G5, The SASF's web-portal inter-afia has stated as under-
" SASF has adopted a three pronged resoiution strategy:

«  [Debt Restructuring n respeci of units, which are peientially wable under
and outside COR mechanism.
. Compromise sefifemant viz. One tumeﬁnegoﬂated seitlemant of dues
 where units have lost viability.
+ legal measwes Dy way of filing recovery . ‘sui agamst ihe
promioterfeompanies in DRT and taking over the units under the prDUiSEDns .
of SARFAESI| Act 2002,
A {ast tract system for resuiuhﬂn of assets has been putin ptace by

SASF b
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X:  Organisational sct-up and Availability of Staff at SASF

B6.  SASFis meneged by a Board of Trustces {BD‘E} appemted by the G{wemmeni
“of India. The Board consists of one Lhajrpemen phe Executive Trustee and fhree

- members. From 1 Jenuar‘; 2013 onwards theé posts of Chairperson and Execufive

Trustee have been merged. The Board of Trusiees is assisted by one Chief General

Manager, one Genetal Managei and 22 other officials.

&7 Af.jdif observed that from inception of the T ust fill December 2012, the posts of

Chairman and Executive Trustee of the Trust were held by Chairman and Managing
Director and Executive Trustee respectivety of IDBI Bank Limited. _In addition, Deputy
Managing Director of IDBI Bank Limited was the alternate Chairman and Trustee of the
BOT from ¢ June 2011 fo 31 December 2012, Thus for all practical purposes, the BOT
of SASF in one way or the olher was related to IDBI and that reflecied a “revolving door”

-policy, Encidenteiiy, 'rt_wee.a]'ee noticed that Shri Shaifesh Haribhaidi, pariner of Mfs._ :

Haribhakti & Co., Chardered Accountants, who verified / cedified the stressed assets
and leen de_cumente of IDB] befere trenefer 1o the Trust was elee a Trustee of the BDT
of SASF fram 27 Dcotober 2004 10 8 June 2011,

68." As per Clause 1B{a} of the Trust Deed, IDB! at the recgueet of SASF would make
available adeguate number of staff with requisite skill for administering the Trust
fowards the fulfilment of the purpose for which it was created. The salary and other

perguisites were borme -by IBEL

B2.  In this regard, Audit observed that:

+ The Trust {2[]{)4}'1135 not imade any need based assessment of the employee

requirements.
« Number of officials deployed was 50 in 2005 which came down to 24 in 2013.

s The Trust made pfopeeele [Juiy 2012, Ociober 2012, March 2013 and Apiil

2013) for additional manpower on ad-hoc basis. The specific pumber of staff
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reguiremnent was nol mentioned In the propiosals sent. There was no writlen
proposal prior to Ju’iyf 2012, o

+« During 2005 to 2(}13,. 121_¢mplc§ees of the parent body DBl were depuied at )
somea point of fime c:rlthe other to serve the Trust.

» 62 out of the 121 (51 per cent} employees had worked for less than two years
with SASF and out of the 62 employees, 25 had worked Tor less than one year.

= Only 16 oul of 121 ernp!oyées passéssed [ECOVEDY expenence,
» -Staff deputed to SASF inciuded four officials against whom there were

d]scip]tnafy LASES.

70. As per Audit, as H-'te recovery process of SASFE also involves negotiations and
setlerment of siressed assets, there was scope for r:iiécreﬂah. Further, these being
étresaed and difficult loans, staff with recovery experience needed 1o be deployed by
D8I to the ;Frust, However, only -16 out of 121 employees possessed ihe [ecovary

experience,

1. ."]t was noticed in audit tha-t e#en though the'Trus-i was expected to perform the

“onerous task of recovering doubtiul :debts of ¥ 8000 crore, there was hever any formal
manpower planning and dep]byment. Apar from absence of stability of tenure of
| personnel, manpower management was mﬁst]y done on an informal basis, drawing
personnel from IDBI © an ad_ hos mannet. Accnrding_ to the Audit, it could be said
. Judging from tﬁt_a managen-’tent structure that the Trust acted almost as an extension of
DB

727 - The Twst stated {(August 2013} {o the Audit that they had taken up the mattet
with Ministry of Finance, Government of India as well as with 1DBI Bank Limited and

IDBI Bank Limited had already posted seven officers.

73 When e.nquired'about why_the manp{:rwer réquirement.. of SASF was not
scientifically assessed and adequate manpower deployed, the Ministry in their reply

(December 2014) replied as under:-




74,

. Of proper assessment, 4

AT

* The staff requitement at SASF had been assessed scieniffically taking info

" account the numnber of cases handied by SASE at various levels Le., resc_:h%ed,

_unresolved “and chronic NPA cases. Also HRD Adminisfraiian.- Legal

Supef‘uisicn; Statutory Matters, Accounts, MIS and Ccrordinaﬁnn'wmk,_ ete. was
also laken into account for assessment of staff requirement by IDBL  SASF is
currently posted with 1 CGM, 1 GM, and 5. DGMs, El AGMs, B Managers and 4 -

CAMs. As such, adequate manpower fas been posted fo SASF at varmus levels

L]

On being asked whether a neutral management with recovery expenence would..

. have done a better job, the M:nlsir}* while fumtshmg yearuwme recovery by SASF inter-

alia has s’taied that -

75.

“The general management of affais and business of the SASF Trustis vested

with the Board of Trustees which consists of three eminent professionals and two

_repres%ntatwes of IDBL IDBl is in cc:-rporate lending and has had long experence

in both rehabilitation and recovery. Further, the assets transferred to SASF were
earfier deall by DBl and krowledge of industry™in gensfal, of the asset

speciiically and confinuity of management is essential for recovery of éur_:h

stressed assets.”

Further, on being asked if the Nianagement of DBl were competent {0 look after .

_the NPAs then wiy was SASF created, the: Ministry replies to this as under:-

78,

"Initially H was thuu'ght tﬁat__ the full amount may be reaglized { a separale
organisation :ionks after recoveries as [DBI Bank manégément would he bﬁsy in
running of the Bank. Huwever p::rst C&AG Audit, a u:-ns:dered view has been
taken that as lusses are tc be homea: by {08! Bank, they may look after SASF.”

On being asked what do the Mlnistry’.th'lnk on the aspect that an Enﬂependent

team _’sraiqéd in reafization of NPAs wouid have been a better choice for taking care of

the interests of the Government instead of the staff of [DB] Bank and did the SASF.
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provided any fraining o the staff provided by the IDB! Bank, the Ministry replied as
under - _ ' |
"Ab the time of formation of SASF, it was considered that 1DBI was betfer placed
in terms of skiil seis, _expérience and vnderstanding the infricacies invelved in
lending, restructuing and recovering from - industrial units/fsick - COMpanies.
Therefore the services of deputed staff of IDB! was being utllized for recovery of
SASF accounts.”
77! On being further asked as to why was SASF repeatediy making staff proposals
when DBl Bank had provided the staff scientifically and further why the details of
recovery experiences of 67 officers not provided to the audi, the Ministry in iheir repl_'_n,r
have submitted a-s under:-
"SASF has informed that |DBI has been providing sufficlent staff to SASF since
beginning. The requests for staff are sent from time to time for replenishment
upon ‘retfrement, repatriation ete. The service records of alt IDB] staff wofking_

with SASF werefare avallable for audif.”

78. Further on being posed with the query as to why did not SASF instead of 1DBI
Bank interview the candidates as per their requirements, the Ministry in their reply
fumishead as under:- _ )

* The responsibility of providing staff of SASF was given {o DB Bank and if was
not specified iIn the arangement that SASF would inferview the candidates.
Accur-:ﬁngly, priof to- the modification in Deputation Pelicy of the Bank in Sept -
2041, officers were directly posted to SASF by the Bank afier seeing reqguisite

qualification and experience required by an officer for deputing to SASF.”

)(] |DBI Eénk’s rising Non-Performing Assets {NPAS}

; 79, - On being asked ihé veracily of [DB} Bank's surge In bad loans and eihé} related

issues, the Reserve Bank of india imer-alia stated as under:-



P

‘It is & fact that DB Bank Lid. has been placed under Prompt Comective -
Action (PCA) on the basis of #ts financial position as on December 31, 2016,
PCA was inifiated for IDBI Bank Lid. in view of breach of two thresholds
| ramely higﬁ Net NPA and negative Return on ﬁhqseté {;Rc;A} as on Becember 37,
- 2018, as per the revised fr}amev;rt}ak on PCA and based on the analysis that bank |
 was hot fikety i_r:: iiﬁpmve the position in March 2017 as well. The Net NPA at the
end of December 2016 at 20048 crore cc:ns_ﬁt:ﬂed 9.61% of the net advances

and was In the second threshold of the PCA framework.  As pel the audi

" - financial puiﬁiiahed by DBl Banik [td. G::'cuss NPA and Nel NPA of the bank has

been reporied -at 44752 crore (21.25%) and T25206 corore (13.21%)
respectively, a5 on March 31, 2017 compared ‘tq Gross NPA of T24B75 crore
{10.98%) and Net NPA of 714643 crore (6.78%) as on March 31, 2016, Furlher,
the Common Equity Tier 1 (CET1) at ihe.enﬁ of December 2016 was at 7.42%
| and as per ifie published financials of the bank as on March 31, 2017, the CET 1
' at 5.64% Is breaching the thresholds set for CET 1 also. The bank has incurred
losses at the end of the FY 2015-16 and 2016-17."

*EtihkEieikik
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_ PART I
. OBSERVATIONS AND RECOMMENDATIONS

INTRCDUCTION
The Report No,5 of 2014 of the C&AG contains the resulis of audit of Stressed

. Assets Stablisation Fund {SASF), a Trust created by the Gaovernment of India

. {Gol). {5 acquire by transfer the Stressed Assets of Industrial Development Bank

of India (IDBl} and for managing th'ése-_assets with a view to recuvering' the
amnunts. due op thesc asseis. As uf March 2004, IDBl accumulated Non-
Perﬁ:lrﬁ'lin!;_i Assets (NPA} stood approximately at ¥ 8000 crore. The iDBI ceased to
exist with effect from 1 October, 2004 and in its place IDB! Bank came into being’
as an entity registered under the Companies A.ct, 1986, The Government, a5
settlor, set up a special purpose ire_hic!e in the form of a Trust and crealed the
SASF for Sigessed Asseis of IDB] in Seplember 20[14. The Government invested ¥
9,000 crore in SASF in the form of Nonnterest bearing Gwerﬁmeni of india IDBi
Special Securifies 2004 redeemable in 20 ycars. SASF assigned these Special
Securities of T 9,000 crore 1o IDB! Bank, which in furn transferred NPAs with Net
Loan Outstanding (NLO) of 8,000 crore fo SASF. In terms of fhe provisions of
the Trust Deed, SASF is required io remil the amounts recovered out of the

Stressed and Non-Performing Assets to the Gol, and Gol at the end of February {

“March every year to pay IDBI Bank the amount received from SASF against

surlrender (for redemption} of Special Securities of equivalent amount. SASF
since October 2004 ti#l Financial Year 2015-16_has recovered and remitted to the
Gol ¥ 4,514 crore for redemption of the sﬁeciai _sa_c_uriﬁes_'gnd__the ‘halance
'sec:-;ritiﬂs that are yet to he redeemed are T 4,486 crore {as on Mﬂl:[:h 3-1_,. 201¢&). -

. The Commitiee note that avdit of SASF was centrusted to the CAG of India

by the Ministry.of Finance in May, 2013 almost eight years after the seffing up of

~ the Trust. Audit has p-ainted out a number of deficiencies in manﬁging the Trust

including detay in entrusiing the Audii of SASF to C&AG,; inadmissible exchange |

“of cases betwesen SASF and 1DBl and ineffective personal guarantees owing fo -
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absence of income and proparty details, not ascertaining the net worthf income of
thc promofers for 'sef:ﬂing the agcounts and short recoveries etc.. The -
examination of the subject by the Committes bmught out several shultcommgs

which have been dealt with in the succeeding paragraphs

2. Expeditious recovery of Net Loan Outstanding [NLD}:

' The Committee note that SASF was created as a special purpose vehicle to
ac:qu:re the'stressed assets of IDBI Bank and recover the NLO dues against these
assets, Atfirst, 636 Non Performing Asseis (NPAY strcssed. loan assets with a net
loan outstanding (NLO) of T 9,004 crore of 1DBI Bank was transferfec_:l to SASF.
_Thé Governmetrit then provided T 8,000 crore to SASF which in turn 1.n.'l.#as mvested
in ‘Government securities, redeemable in 20 years and pledged back the
sn';r:.urities with 1DBL In this regard Government set-:urities amnﬂnﬁng fo only ©
4514 crore i:ave been redeemed {FY 2ﬁ15~1 B) against a baianne of ¥ 448% crore.
Further noting that the bulk of recovery {? 2508.22 crore) was effecied in the m:t:aI
perlnd .of the Trust i.e. during 2005-D6, 2006-07 and 2007-08 {WIth highest
:ret;p\.rery of ¥ 92768 crore in 2006-07) and the .recﬂvery amount thereafter
declinéd' significantly since then indicate that the cases .left now are more

'__c_c_-mplex _an-:i difficult. The Gnmﬂiittee are of the opiniﬂﬁ that with the declining
[;acn,_ the prc!sl}ect.fnr recovery of remaining NLOs seems fo be bleak. The
- L‘.-crminiﬁee, thercfore; recommend thﬁt SASF make zll-out efforls on cases
perding recovery, Engﬁge spocialized and experienced pr&fessionalsfsiaff to
' “facilitate expéditious settiement of all NLO cases within the maturity term of the
_.__G_-:wernnj:ent_ securifies. More impnrtahﬁy, the Government needs to monitor the
__pl;D-grESS made by SASF and speed-frack the retiuvery of balance NLO and make

| tlmehr' mteruenhnn for any lapses noficed in the process. The Committee further

_ __recnmmend that the Ministry may form a high leve! Monitoring Cell which ma‘f be

s entrusted with the responsibility to review on monthly, quarterly and annual_basls

__évgry aspect refated io SASF towards meeting its stated objective.
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" .-."5 . "
3.  Delay in enirusfing Audit of SASF accounts fo C&AG:

_ The Commitiee note that the Trust had requested C&AG in June 2005 to
appoint an auditor in puréuanc_e of the i-jruvisiuns of the Trust Deed. Since the
provisions of CE;A-G_‘s Dufies, Fr}wefs and Conditions of Service (PFC) Act 15971
stipuiate that the C&AG would undertake alidit .nnly'aﬂer receipt of a formal
]:;ri:-pcsal from the Ministry, SASF was advised to_ forward a proposal thrbugh the
é‘d‘iinistryr and the audit of SASF was enfrusted to CAG by the Ministry, for the
ﬁer_iﬂd Eﬂ.ﬂdrﬂé .tn 2013-14, oniy in May 2013, that {oo, after the intervention of the

 Mumbai High Court in February 201 3 Moreover, subsequent Audit of the SAéF
from 2014-15 onwards was-not enfrusted fo C&AG despite their taking up the
maiter ﬁith the M'inis’tr},r in January, 2014, February, 201%, May 2015 and February,
2ﬂ‘lE. The Committee are aghést to obscrve that in spite of the request from the -
Trust in...!une, 2005, the Ministry deliberately did not pay any atiention to make a
formal requgst'to the C&AG for the audit of SASF. The Ministry arose from its

" pretentious slumber after long eight years in 20113, enly ﬁrhen the Mumbal High
Court directed them fo do so. The conscious atfifude of the Minisiry is vividly
ﬂear from the fact that they ignored simii-ar requests o_f the C&AG repcatedly in
January, 2014, February, 2015, May, 2015 and February, 2016 o enfrust the audit
of BASF, The Committee fock scrious note of the lackadaisical attitude of the
Miniétry during the evidence and now as per the Ministry’s submission the audit

__af SASF for the pericd of -201 3-1-8 has been entrusted to ‘the CE&AG. The
Cotnmittee are of the cﬁnsideredfvieﬁ that the conspicucus delay to entrust -
jﬁnﬁely Augiit'uf SASF to the C&AG directly puts responsibility of the Iapsés made

" by SASF during these years on the Ministry...fhe Commitiee  desire that the

';'Min'istr},r may a_scertain the reasons for the déﬁberate delays, c;n both oceasions,
in ‘entrusting the Audit of SASF fo C&AG and fix responsibility on erring"ﬂfﬁcia.ls

| "_in both the cases. The Committee also nofe that Clausc 1?{Ia]_nf thﬁ Trust Deed

-~states that "the accounts of the fund shall be mainfained. and audifed by the
CRAG of India". The Committee note from the C&AG’s observation in this reg;":trd

©that the provision of maintenance of accounts by the C&AG has been mistakenly
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placed as the C&AG only audits the accounts prepared by the Exccutive. The
GCommittee desire thatf necessary amendments may be incorporaied in the Trust
L;!eed and may clearly provide for vivid and concise .prﬂvis'it_:ms in the clause so
‘that no further mis-interpretation may be read in future, The Committee further
desire that the Ministry'r in arder fo secure the interests of the Government take
prompi and timely action in entrusting the audit to the C&AG, taking remecliél
action on their observations and apprise the pﬂsitinn"within six months pf the

presentation of this Report,

-4, Expenditure incurred on Trust administration

The Commitiee note that as per Clause 18C of the Trust Deéd, al] the costs
of adminisiering the Trust are to be borne by the IDBI. However, the expenditure
of T 72.86 crare for the period from 2004-05 to 2D11~1_2 pertaining o safeguarding
the borrowers assets was reimbursed to IDBI from the recoveries made from the
_.borrowers. The Commitice are of the view fhat had the Trust bkeen not

_established, the expenditure on safeguarding the asset would have be.en_ borne
by ﬂge [DB! and morécver, therse iz no provision in the Trusi Deed o recover stzch
a-mnﬁnt frem the realizaﬁnn of stressed assets. The Committee pbserve that the
. Clause 18{c} of the Trust Deed cafegorically mentions that all costs of
. administeting the Trust have fo be borne by IDBl or its successors. The
Committee further find that the Ministry had accepted the audit finding and
. issued direction to IDBI in August 2014 itself to return the amount tﬂ._SASF.
However, IDEI only agreed o reimburse the am:ﬁ_unt oniy ‘when the matfer was.
raised 'i:iuring the evidence of the Compittee held on 17.7.2015 and ﬁnall_}r
l‘&_im_hurseﬂ fhe amount on 8.7.2016. The Commiftee are dismayed to nofe that
i__ijBl-toDk almo_st two years after the Ministrf‘;s directive and one year after their
r:m;n_lt:um'mitment to the Cnmmiﬁee. for reimbarsing T 72.86 crore just before the
second evidence was to be taken.by the Commitiee. The Committee fool that [DBI
hal:l detiberately ignored the explicit -pmvisjnnh in the Trust Deed for beariﬁg the
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cost of administering the Trust. I is further surprising that, the Ministry also fook
more than .'IG_-year_s_iﬁ deciding that IDBI Bank has to bear ali the expenses
inciirred on acministering the Trust. The Committee view with disappointment the
"_a-péthy-crf the 'Ministry, SASF and the IDB! _Eaﬁk_ towards fhe interests of the
'_Gwefn_ment af India and ﬁarnésﬂy-desir& that the Ministry be prompt in ifs
apprua_mh and clear instructions be issued o the |DBI Bank that all the E)-(-pE:HSES_

incurred on safeguarding borrowers assats niay be borne by the Bank,

¥

5. Inadmissible Exchange of Assets and surrendering of securities

for the fosses on Exchanged cases:

The Gln:}mmii'tee note that between Scptember 2004 and May 2005, 1DEL, by
cxecuting six 'transfer!assignmentftransf&r of mortgage deeds, assigned 636
stressed assets with NLO of 72004 crore to SASF. 1DB! Bank submitied {February
2006/April 2008) proposals to Got for exchange of turnaround cases jor other
stressed assets. Exchange of cases was not permissible as the objective of
formatiorn of SASF was to take over the NPAs/potential NPAs nxisfing as on
March 2004 only. The Gol intimafed {May 2008} IDB! Eank that the Stressed
Assets Stabilisation Fund was created for a specific purpose, i.e, for stressed
assets for that point of time and it would not be proper to exiend the scope and
life of SASF, Despite this, the Board of IDBI Bank decided (June 2006) and Board

“of Trustees approved (24 June 2008) Exr::ha-*nge- of eight turnaround cases with
NLO of ¥1522 crore for three fresh cases with NLO of ¥1335.29 crore. The transfer
deed was executed between IDBI Bank and SASF for exchange of cases. Audit
noticed that in cight cases, which were transferred to IDBI in 2006, against a fotal

~ NLO of 1522.28 crore, the recovery made was T1659 crore. On the ut_her-hand,
the posifion of the three cases transferred to the Trust against a total NLG of

. ?ﬁ 335.28 crore, the rccovery made Wa'.s just 736032 crore. ~ Thus, this
inadmissible exchange which was not approved by the Government of India,

benefitted IDBL. On the assets transferred to 2B, the recovery was even more
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than the NLO and on the asseis received by the Trust in exchange, the recovery

was minimal.

The Mimsiry’ in their repl'g,r to the Audit observafion have stated that the-

exchange of ‘assets was not in line with the objective and scope of fnrmatmn of .

SASF and the Bank took a business decision in the interest of the Bank to save
some stressed assets in which thers was a scope for revival . The Cunim'i-ttee
. note from the submission made by the IDBI Bank that Ratnagiri Gas & Power Pvt.

: Ltd. [RGPPL} was set up to take G_‘UEJ; and ré*ufive_ the assets of Dabhel Power
- Company Project on the direction cﬂ" Government of India. Further, the Ninisfry
:-submitted_ﬂ'\at the restructuring would not have been pnssibl-e with account
remaining with SASF as it had no mandate or capacity to provide additional funds
io carﬁf out day-fo-day monitoring of the operation of the accounis. The fransfer
of equivalent am-nunt of stresscd assets o SASF was done f© bring about parity
of exchange. The Committes are dismayed to know that the Binistry did not take
| immediato af‘:p'r'upriate action at the fime when SASF and. IDB! exchanged assets
“in violation of the Gol orders. The Committee note from the reply of Ministry o
“their sﬁeciﬁc queﬁr regarding the éxchange of assets that Ministry came fo know
about exchange of Assets only from thn;-.. C&AG Report (i.e., exacily § years from
the date of execution of transfer deed in June 2006 and the CEAG Repm‘f cn the

subject tabled in July 2014}. However, the Ministry in their written submission in

- the same document has justificd the exchange stating that SASF did not have
mandate other than recovering the amounts due on the assets. The Committes
are shocked to note the confusing statements made by the Ministry on the issue

_of inadmissible éxchange. The Gommittee while taking seribus view of the

' decis".in_:-r_! of IDBI Bank and SASF 1o execute the fransfer decd in-tiuntra'-.rnﬂtion of
the Minisfry's direction feel that the lackadaisical approach of the Mnistry to

-mc_ml"tcnr_ t_hé prﬂgfess made by the SASF and failure ic follow-up on ils own

* direction resulted in loss 1o thé SASF, The Committee are of the view that SASF

should ;i]ave insisted on redeeming equal amount of bonds in- exchange of

stressed assets in case of F{C;F’PL, WI;xich was restru;tu reél.. The Cummiﬁee also

took serious nole of the inadmissible exchange. The MD &CEO, IDBI during the

ks



36

$ittihg of the Commities ﬁe[d on 12 July, 2016 commifted thai securilies worth
F1064,27 crore would be surrendered to the Gol. The Commiitee find that the IDEI
Eai-"_!k has provided to syr;encier securities. worth < 198.50 crore in last two
qu'-arﬁters _uj:_ntn December M, 2016 an-d has assured that®the remaining secorities
'fmrth 3870.77 crore wouid be provided in the following 3 quarters. The Commities
- are n_:lisméyed to note that despite repeated requests made by the Commities
Sccretariat to provide specific information and their views of the matter of
strrender of securities, the Minisfry has failed fo respond. This shows the utter
non-serious attitude of the hffinisiry towards managing the affairs of SASF with
due di[igénce. and promptness. b view of lack of ény’ inpuis from ?he Ministry on
th.;a matter, the Committee are of the considered view that the above request of
iDBI Bank for surrender of securities in installments rna-y be considered b};r the
Ministry after rewewmg the financial position of the IDBI Bank and the Committee
_may be-apprised of the same at the earliest The Commiitee desire the Minisiry fo
initiate an ingependent investigation into the matter and fake penal action against
the officials of the Ministryf! IDBI Eénlﬂ’ SASF responsibie for taking action in
vialaﬁpn of the direcfions of Gol resulfing in huge financial losses to the
exchequer. The Committee further reprimand the Ministry towards thelr non-
- serious attitude in non-furnishing of desired information fo the Committee and
dtgsire that recurrence of such instances be sfrictly avoided and fix the

responsibility against ti_':é concerned officials in tha mafier.

:
w

B. Need for transparent guidelines on ubtaining‘ of Personal

Guarantees for loans:

The Commitiee note that no personal guar;mtees were phtained by DBl in
clght cases, In 27 cases, copies of persnna! guarantee were not produced and in
47 cases property detat!s were not avaalah!e agamst the loans. Further, there was
no s}.rstem of ebiaining cnptes of the Inc:ﬂme-tax returns and proper’f}r details of

the guarantnrs The Commitiee further note that there was no mec:hamsm o

-

L2
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check the. capahility and cbmpeience of the guarantors {o give such guarantee in
the absence of relevant details or dncumentﬁ The Committee feel that in absence
of the property and income- details of the guaran’mrs fhe personal gualantee
obtained are of no use whlc:h is evident from the failure of the Trust in enfﬂrcmg

these guarantees while making recoveries. The Committee further note that no

" specific guidelines were issued by the Trust for freatment of persnnai guarantees.

-~ In many cases, the Trust did not coliect the details of assets of the guarantors or

copies of their income-tax refurns. The Committec observe that obtaining
personal guarantee is not mandatory and RBI have ;m specific guidelines as far

as personal guarantees on general lending s concerned as it s individual Bank's

‘commercial decision. The Commities further upnderstand from the submission

made during the evidence by the representative of the IDBI Bank that the policy at
that fime did not envisage getiing all the details or getting personal guarantes in

all the cases, The Commitiee are of the considered opinion that the instrument of

" personal gugrantee is an effective tool to prevent loans from hecoming NPAstbad

loans as it avts as a deferrent for those taking advanﬁge of limited liakility
entifics. The Committee exhort that IDB! should have inifially taken adequate

precautionary measures to safeguard its interesis for recovery of ioans thereby

protecting the commercial interest of the Bank, The Commitiee are of the opinion
that had the SASF not failed in obfaining details of assets of guarantors, net

worth of the bbrrowers, Income Tax returns, affidavit of assets filed by the

guarantors in the Courts f DRTs besides net worth cerfificate by a Chartered

Accountant and {iability statements, maximum recovery would have been assured

- without any cnmp-Iexities. The Gommittee nofe that the Trust has revised the

policy and stipulated the reguirement for furnishing full details of the means of

guarantors and desire that dlsmpilnary action be taken against officiats

rcspnns:bie for lack of seriousness in EDHE{:fIng the requlred collaterals and

guarantees while sanctlunlng '1he Euans resu!tmg in huige Joss 1o the excheguer.

]
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7. Recovery r;ﬁ NLO cases with mote than 325 crore:

The Commiitee note that during .fhEEpEfi;:}d from 1 October 2004 to 31
itarch, 2‘314 ouf of the tntal 521 céses 319 aﬁnnuﬁts were éetﬁed, P01, caséﬁ.
resolved and 211 cases were unresolved. Subsequently, as per ithe information
réceived from ‘Ihe Mlnistry, durlng the period from 1 April 2014 to 31 March 2016,
13 more cases were resolved and the Trust has been able to “settle these
accounts by way of seﬁfemer_‘u_ﬂassignment of duesfsale of assets. Further, Audlt
anajysis indicated that out of 52 ﬂg-ses with NLO of more than T 25 crore, 18 cases
were scftied, nine cases were resolved and 24 cases remained unresolved.

Further, out of the 319 softied cases, 300 cases werc with NLC less than T 25

. erore indicaiing that the Trust was able to settle small cases and a farge number

of big cases remained unsetfled. The Commitiee also ohserve that in 78

unresalved cases, SASF have failed to recover any amount. The Commitice have

serious doubt that full recovery of stressed assets Is uﬁiike!],r as the remaining

‘ .
~ accounts consist of chronic NPAs for morg than at least a decade and are Lmder

various stages of i:tigatmn in CourtsfDebi Recovery Trlhunals The Comirnittesg,

_therefcre :mpress upcn the Minisiry ioc revisit these cases and make pmper

valuation of the assets and explore alf possibilities for maximum recovery of

NLO,

8. -Settl.emen_t below NLO and need.for proper valuation of assets,

-securities and [iabilities:

" The Committee observe that as per the recovery policy, valuation of the

secured assets of the borrower should be carried out by a vahuer engaged by
SASF / other secured lenderfCourt. . The policy also provided that value of
sec:_urity- inciuding -collaterals avaliable {on pro rata basis) and also amount of -

statutory liabilities and workers’ dues shall form the basis for sefflement amount.

‘Fresh valuation could be sought if circumstances such as vintage ‘of existing

valuation, volatility of assect value, efc. so warranted. Where the value of

secirifies was sufficient to cover the ducs, the endeavour should be to recover
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the maximum amm-mt. The Commiltee while taking note of the 21 ssitled cases
examined by Audit where seftiement amount was lower by ?EB?.dT.crnre as
-c'nmparpd to NLO r;af ¥1144.64 crore; observe that subsfantial short recovery
- {below NLO} occurred on Iarg’é NLO accounts. Although, personal gﬁarantecs of
some of the promoters of the fi.rms were available with thé Trust, the Trust did not
make effczrts to ascertain the net worthfincome of the promofers before arriving at
‘the setfiement amount. Thus such setflements below NLO, without assessing
the financial capability of the promoters, actuali‘y benefitted the prnmoters At the
same time in 20 cut of the 21 setﬂcd cases, personal guarantees were taken from
the promotersfborrowers, however, _rmr properiy details were available on record
of the Trust. The Cﬂmmitté_e are dismayed fo note that in such cases the Tfus‘t

also did not bother fo collect the income tax returns from the guarantors_

In 15 resolved cases selected by Auldit for exain]ﬁatian, in 10 cases the
sstflement amuunﬂamount received was below the NILO amount, aggregafing to
short recovety af?’lﬁﬁn 49 crore as compared fo NLO of <2171 82 crore. In these
10 cascs, only in one case persohal guarantees -with property detfails were
““avdilable and in another one case no personal guaranices were obtained.

Further, in the 'remaining eight cases, though persnnal- guarantecs wen:-:- obtained,
pmpert_y' details were not available on the records of the Trust The Trust also did
" not collect the income tax -returns_ froh the guarantors. It is particularly noticed
- that in this category, the siesl sector cnmﬁani% are the major defaulters and the
‘Trust has taken a substantial hit In respect of Malyika Stee] Lid, and Usha tspat
i 1d. the settiement amouni is only T41.78 crore and T48.07 cmre as against the
NLO of T594.54 crore and T321.80 crore respectively, Jtis really surprising that in
both fhe casés the Trust, inspite of having pcrsuﬁal guaraniees from the
promoters of var:mm borrnwmg compames du:I not try te ascerta:n the net worth

of the pmmcters to realize opfimum amount.

.. In 36 out of the 35 unresclved cases selected by Audit ftJr examination, ithe
" Trust could recover only T150.54 crore agamst NLO of T1888.63 crure The short.

-I-recﬂvery in these cases was to the fune of ¥1738.14 crore. The Audit analysis of
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the shortlisted 39 cases reveal that In 11 cases percenal guarantees were taken
from the promotiers/borrowers and only in four cases property details wete:
avaitable and the Trust also did not collect the income tax returns from the
" guarantors, Further, the Eumm_.itiee note that most of these cases may be sub
jfudice, referred to E.I_FR'c-r initiatedfinvoked under SARFAES] Act! STC Act.

The Commitiec, -while lopking af the cases take note of the fact that there
are substantial number of cases where rec.we_r\_.r'has been made below NLO. The
Co-mmi.ﬂee express strong displeasure and direct the Mini;.stry to. look into all
such cases where setflement l]F:fEIDW NLOs have been approved and fix
responsibility of the officers responsible for the same. The Committee also desire
1o knéw whather the Trust's guidelines were in consonance of Gol/RB! guidelines
[aid from tlme to time and whcther any provision for seﬁinmnﬂ‘t below NLO was-
placed hn:_:fnre and overseen by the Ministry. The Commitiee desire ihat tha
Miristry may Investigate and ascerfain whether Trust Dfﬁ::ia'ls,-invcﬁve-_d in the
. cases, settldy U;Fith-:)ut determining the value of assets, are in connivance with the

borrowersf promoters and if so, take stringent action against the erring officials.
_The Committee Further desire that CBI enquiry may hé instituted to go into the
entire gamut of cvents with -a view to unearth criména]ity in the lapses on the part

of the officials where short recovery was accepted.

The Committee further recommend that since the remaining cases are
‘more complicated in nature, the Miniﬁﬁy may, under its acgis, directly oversee
: -the progress made in those cases by forming a Coordination Committee. The new
appr;:in‘_ﬁnent’s to the Trust alsd may be made only after ascartaining their past
rél.‘fnrd and that the official has nn.ﬁﬁiiiatipn with the borrowers. The Commitiee
“further recommend that aiﬂmugh the focus should cnﬂmly remain towards full

retﬂver}.r from every asset, considered view inay be taken in genuine cases, The'

. i’.‘.nmmlttee further desire that .the SASF’s stated three pmnged resolution

; -strategy of Debt Restructunng, Compromise seftiement and Legal measures

along-w;th fast-track sysiem snay be tm‘leh_.lr momtnreﬁ and reviewed by the

' Mlnlstr}'
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9.  Qrganisafional set-up, Manpower plaﬁning and deployment of

. staff in SASF:

The Committee note that SASF is managed by a Board of Trustees {BOT)

a[ppﬂin‘ted by the Central Government. The Board has one Chairperseon, one

' _Exécuﬁ'-.re Trustee and three Members. Since "i.danuary 2013, the posts of

.Chalrperson ang Executive Trustec were merged. The Board of Trustees js aiso

assisied iy one Chief Genera! Manager, one Gencral Manager and 22 officiais. It
is seen that from {he inception of the Trust tili [f!ec__ember 2012, the posts of

-Chairman and Executive Trustee of the Trust were held by Chairman and

_Mahaging Director and Execufive Trustee respectively of IDBl Bank
Limited. Besides, Deputy Managing Direcfor of IDBI Bank Limited was the

Aiternaie Chairman and Trustce of the Board of Directors from June 2011 and

December 2012, it is, thus, evident that for all purposes, the Board of Trustees of

_SASF, in oné *u;«féy or the other, was related to IDBI which reflecied a "revolving

doof” policy. The Commitiee is also surprised to observe that a pariner of the
Chartered Accountants firm, ‘who certified  the _stresseﬂ assets and loan
documents of DB} before transfer fo the Trust, was aiso the Trustee of Board of

Trustees of SASF from Qctober 2004 to June 2011,

The Committee note from the reply of the Ministry that the BOT enfrusted
with general man;agg::ment of affairs and business had 3 eminent professionals -
and 2 representatives of IDBL. According fo the Ministry, since IDBIl had long
experience in - both rehabilitation and recovery and the stressed assefs
transfesred fo SASF were sarlier dealt with by IDBI it was feif that confinuity of
management is essential for recmrery of such stressed assets having long
expermnce in both |ehab|htattc:~n and recovery. - The Ministry in their further -
submtssmn have stated that mltla!iy it was ’ihnught that the full amount may be

reahzed if separate.nrgamzatlcrn_lans after recoveries as IDBI Bank management

ﬁ,rquld be busy in running of the Bank. However, pt-msf C&AG Audii, a considered
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view has been takeh by the Ministry that as lossas aro to be Borne by IDBI Bank,
they may look after SASF.

The Commiﬁee-are af.the considered view that the IDB1 has an mrer-riding'

presence in management of SASF and that a neutral and professionally managed

SASF would have been able to achieve better results. rurther, the. powers
delegated to the Committee of Officers (CQOY), Ek_et:ufive Commiitee (EC), Board
of Trustees (BOT} and S-::rceniﬁg Commitiee {3C) ﬁ:ay’ be thoroughly revamped

- by the Ministry keeping in mind that the cases Icff with recovery are more

complex and tricky and need fo be dealt with more focused attention. Also,

before appointing a partner of the Chartered Accountants Firm which vetified and

ceriified the stressed assets, as Trustee of SASF, the Ministry may look into the
issue of conflict of interest, any financial eonsequences considering their earlier
-imrul'-.re_-mcnt with I1DBl, complicity in- its appointment and take appropriate

disciplinary action against the responsible officials of the Ministry/iDBI.
L

The Committee further note that the Trust did not make any realistic and

scientific assessment of reguirement of manpower for its functions. The number

of officials deployed was 50 in 2005 and came down to 24 in 2013. The Trust.

made proposals during different periods for additional manpower on ad-hoc¢
hasis, though there was no written proposal. During 2005 to 201 3, 121 officials of
the parent body, !DB'I, were deputed af some point of time ot other o serve the
Trust. 62 out of 121 employees worked in less than two years with

SASF, Similarly, out of 62 officials, 25 worked for less than one

-year. Intersstingly, only 16 out of 121 officials possessed recovery experience

and four officials who have been deputed by IDB! were facing disciplinary

proceodings.

_THi_a'Ministry submitted that the SASF had scientifically assessed the staff

f‘equ‘irémen't at SASF taking info account ihe number of cases handied at various

iévels i.e., resofved, unresolved and chronic NPA cases. “The response of the

Ministry needs fo be seen in the light of frequeni proposals for manpower

requirement inﬁicaﬁng that the assessment was Inadeguate and unscientific and -

—— W, s L ST ettt e — —T - — e T AT . " "
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thére were ne wriiien proposals prior io July 2012 iﬁd}cating that the proposails

made by SASF were on ad-hoc basis.

The Committee further deplore the épp'ﬂint_ment' ;:;f staff who were
inexperienced and uhtra_ined in corporate banking and recovery of stressed - -
assets. The Compmittec also note that the interviews for deputation in SASF were
conductod by the IDRI and not by the SASF. The response of the Ministry-tliat the

responsibility of providing staff to SASF was given to IDBI Bank and it was not
speciﬁedl'tn_ the arrangement that SASF would interview the candidates. Further,
the officers were directly’ posted in SASF by the Bank after sesing rcquisi-te
ql:ia]iﬁ—:.-‘:atiﬂn and experience reguired by an officer for deputing io SASF. The
Commitice are of the-firm view that the staff with SASF were not scientificalty
placed as frequent staff proposals were made. The Committee are of the view that
an independent feam frained in reail'z.aﬁc-n of NPAs would have been a betfer
“chojce for taking care of the interests of the Government. The Committes feel
that the hnn*re:élisaﬁqr-i of balance NPAs rﬁay be seen as nnn;ljerformance of
"SASE owing to the femporary organizational set-up and inadéquéi& manpower
“deployment at the SAS‘F-‘."ThE Commitiee opine that the rer::wéries are majorly
de:pnndént on the efficiency of the officials depioyed for recoveries and therefore
incentives should be given for good performances. The C‘.an-ﬁmittée desire that the
exisfing manpuﬁer deployment may be reviewed in a scienfific manner and sizff
with dynamic Exper-ie_nce and expert-ise in recovery of unresoived and chronic
NPAs be placedfengaged at the disposal of SASF for. optimum recovery of
balance NPAs. ' '

10. IDBI Bank’s rising Non-Performing Assefs (NPAs)

‘The Committee -nnfe-that the RBI has placed IDBI Bank un.der Prompt
- Corrective Action {PCA}; on the basis of the IDBI Eénk‘s financial pﬂsitiﬁr{ as on
December. 31, 2018, The Commitiee further nofe fhat as on December 2016 the
Net NPA at 220949 constitute 8,61. per cent of the net advance of IDB] Bank.
Further the increasing Gross NPA and Net NPA of 1DBI Bank at 44752 crore
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{£1.25 per cenf) and T25206 crore {13.21 per cani) re‘specﬁveiy as on Mareh 2817

‘as compared o Gross NPA of T24875 crore {10.98 per cent) and Net NPA of

T14643 {6.73 per cent) as on March 2016, are indced alarming. The Commitiee aré

shocked to note that in less than 20 years aﬁé:r the' Government clearcd the

. Balance -_Shéet of IDBI, it has again fallen into the debt trap of NPA. The

Committee are of the considered opinion that the huge NPAs of the Public Sccior
Banks point towards their fauity lending policies. The Committee nlase:_;ve that the
creation of SASF, mergers, capital infusions are not abie 1o address the problem
of risfng NPAS and now th-e Government would have to think'innwatix}ely- for a
Iﬁng- term solution. The Cumrr;ittee, therefore, desire that after anal‘fzing the
sectors where NPAs are rampant, insurance of the loans may be made mandatory
for those sectors -and since personal guarantees and securities are also not
yielding desired reéuits professional bodies may be éng.—aged for underwtiting the
loans and the collaterals should be mandatorily insured. The Commitiee while

- acknowledoing that this will increase the cost of loans, desire that incenﬂ}res may

ba nffer,;d, at the time of payment of last instaliment, for the borrowers who pay
off their loans fimely. The Committee exhort that exemplary punishments should
ke awarded to the officials who work in tandem with big corporate and siphon off

the money of public exchequer without adequafe collaterals or personal

gﬁarantees._
NEW DELHI: o © SHRI MALLIKARJUN KHARGE
29 May, 2017 o . 3 _ . Chairperson,

8 Jyaistha, 1939 (Saka} - _ Pubiic Accounts Commitice.
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EﬁEsENT

Prof. K. V. Thomas
MEMBERS

LOK SABHA

Shri Gajanan Kirtikar
Shii Bhartruhari Mahtab

- ohri Dushyant Singh

Shii Jgnardan Singh Sigriwal
Dr. Kigt Somalya

. Shri Anurag Thakur

Dr. P. Venugopal
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Shri Vijay Goel

Shri Bhubaneswar Ka]ita
Shri Bukhendu Sekhar Roy

LOK SABHA SECRETARIAT
Shr A K. Singh

. SmtApia B. Panda -
- Shi T ;]aya umar |

Pdrhamem House Annexe, Now Delht,

Chairperson
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- Director
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- REPRESENTATIVES FROM THE GFFICE OF THE E:DEL'TF“T;HGLE;ER ARD
- AURITOR GENERAL OF INDIA '

1. 'Shr P. Mukherjee - Dy.CAG
2. Shr F‘_.K. ivitshra - biector Ganeral {Commercial) -
3. Mz, Shubha Kumar : - Director General (RC)
~ 4. Shri AM. Bajgj _ : - Principal Director (ESM)
5. Ms. Roop Rashi - Member Audit Board

' REPRESENTATIVES OF THE MINISTRY OF FINANCE (DEPARTMENT OF |
FINANCIAL SERVICES)

1. Dr. Hasmukh Adhia - Sec:retéry, Department of Financial Services
2. Smt Snehilata Srivastava - AS, Department of Financial Services
3 Mt'_;thd. Mustafa - - J5, Departrment-of .Fin_anciathewices
4 Bhr-i Rajesh Aggarwal o J.S. Department of %in;ncial Senaces

REPRESENTATIVES OF VARIOUS BANKS
1.  ShriB. P. Sharma - MB&CEQ, Bank of India

2. Shri Ranjan Bhawan - MD&CED, Bank of Barada

| 3. Smt Arundhafi -Bhaﬁachama Chaimman, State Bank of India

4. Shii Gauri Shankar - MO, Punjab Nationai Bank

5. ShiiBK Batra - DMD, IDB

B. Smt Meena Hemchandra ED, Reserve Bank of India

7. . Snri S.C. Mishra - CGM, Reserve Bank of India

-2 At the ouiset, the Hon'ble Chairperson we!ﬁomed the members of the Committes
foliowed by a briefing by the C&AG officials to the members of the Committes on the
subject 'Stressed Assets Stabilizafion Fund (SASF) regarding iDBI Bank and Non



Performing Assets in other Banks' based on Audit Hﬂprﬁ Mo, 2 of 2014 and issues

invalved therein.

3. Alfter the bricfing, the witnesses vere called in. The Hon'ble Chairperson welcomedd

the n::pr_esentativés' of the Ministiy of Finance (Department of Financial Services), ihe 1061
Bank, State Bank of india, Punjab National Bank, Bank of India and Bank of Baroda and

made the following observations:

N

(i)

{v)

{v)
(vi)
(vii)

{viii}

Rty

. ”{xi}.

(i)

()

Revolving door policy adapled in the SASF as Board of Trustees of SASF '
was felated to the 108! in ahe way or another.

Non assessment of manpower requiremnents, deployment of staff on adhoc

- basis majority of whorn did not have recovery experience and depliation of

officials facing disciplinary proceedings.

No formal manpower planning and deploviment of officials of - 1DBI
responsible for the NPAs.

Gross | neghigence - while invoking personal guaraniees given by the
promoters/ borrowers and non collection of the supporting documents such
(asincomne tax returmns at the time of accepting personal guarantees.

Action taken by the 1DB! against officidls responsible for n{:-i obtaining

) persona! guarantees ai the time of loan dtsbursemen'l

" Norms applied by various Public Sector Banks for obtaining and invoking

personal guaraniees.

Present status of the relmbursement of the administrative expenses and the
ikkely date by which the IDBI would reimburse the expenses.

Indirectly enriching the DBl Bank through exchange of eight tum around-
cases for three fresh cases in viclation of both the Trust deed and

Government’s orders eventually resuitmg ina 1055 of ¥ 873.68 crores to the

SASF.

Fresent =status and clarifi caf.iun whelﬁer the I.DBE 'Has- téken back the three
exchanged assets which wefe given by tham to the SASF in exchange.

Substantial short recwery on large NLO accounts as the net worth of ihe

prompisrsf bomowers was not asceriaingd.

Retention nf < 66. [}4 Crores I::y IFCI witht}ut an},f Justlf natmn thereb}.f putt:ng
SASF at lnss - .

™o ac:tjun hy the Trust against ARCIL for non paymsnt nf batance amount to

the tunie of T.5.38 crores.
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X} inordinate delay i zuctioning of the property by S.‘—'*.S_-F_

{xiv} Allegation by Debt Recovery Tribunal that the Trust was not pursuing the
) recovery proceedings with required seriousness and was entaifing a notional
lass of ?‘ 30 Eakhs every month on account of inferest.

T {xv) Clarification  whether the !oc}phﬂies in - voking personat guaranlees
© valuation of assets , ascertainment of net WDrEh of promaiers -efc can be
olugged at this sige. :

(evi) | Discreel investigation by the approptiate authorities for ascertaining motive
of officers in pmt_ecﬁrg the interests of the promoters. -
(ewdiy C investigation by the CVO of the anistry fo rule out the pﬂssibi.lit}-‘ of the
officers working in connivance with the promofers.
4 i wakk i E s dhdd : . Bl
5 - " Wl ’ o R i ks
6.  Thereafter, the Secretary, Department of Financial Services, introduced himself and

his colleag(ss and briefed the Committee about the efforts made by them on the issue.
The members then sought clarification from the representatives of the Ministry and various
Banks on some important aspects of ﬂ‘lé.-issua including invoking persenal guarantees,
lack of recovery experiehce in the employees, RBI guidelines i respect of personal
gu’érantees, practices foflowad by other Barnks, discretion of the banks in obtaining
personal guarantees, officials responsible for waiving off the personal guaraniees,
incorrect appraisal of the fsted companies, presént status of exchanged asssts
particularly Rainagin project, recovery percentage of oiher asset management companies,
. increase in GNPA rafio of the PSBs, potential stress in banking sector, weakened core

operations of the bapks and treatment of williul defaulters.

7. The officials of the 1DBI Bank gave clarification on few of the points raised by the
- members and stated that the IDBI would be 'reimbursing the administrative expenses
. Mthin next few days, the IFC! is being ;ﬁursuerj to reimburse the cosis and that the
exchange of assets was triggered by the Government of India's directive {o rehabilitate
- Ratnagiri Gas and Power Private Limiied. The CMD, State Bank of India discussad at
 length the reasons for the increase in the MPAs of the PE:}ESS. The Secretary stated that the
Ministry has not yet taken a view on the IDBI's contention that as per the agreement the

gap in recovery would nof be faken by the 1DBI.

o

¥



8. The Hon'hie Chairperson then thanked the representatives of the Ministry and the
Banks for the free and frank discussion and és_ked themn to fumish replies to the
questionnaire that im_rcrukd_be sent to them shortly. '

The witnesses then withdrew,

A copy of the verbatim proceedings of the Sitting was kept on record

otk

The Commitiee then adjourned.

L
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MINUTES OF THE SEVENTH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE (2016-17) HELD ON 12 JULY, 2016. -

The Public Accounts Commitiee sat on Tuesday, the 12 July, 2016 from 1630
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She T. Jaﬁfakumar

‘Smt Bharti Tuteja

- Additionat Secrelary
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- Birector

- Depuly Secretary

REPRESENTATIVES FROM THE OFFICE OF THE COMPTROLLER AND
AUDITOR GENERAL OF INDIA '

1.
2.

3
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Shri H.Pradeep Rao -

Shii V. Kurient -
Smt Parma Sen -
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Dy. CEAG cum Chawman {Comenarcial)

Direcior General {Commaercial)
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-REPRESENTATIVES FROM MINISTRY OF FEINANCE (BEPT OF
'FINANCIAL SERVICES) AND 1DBI Bank -

1.

2.

Smt, Anjuly Chib Duggal -

Shii Girish Chandra Musmu

Mohammad Mustata -

" Shi Kishor Kharat -

Shil Adoke Sengupta

Secretary, DES

AS-

Jo

MD&CED, IDB Bank

-CGM, 1DBI Bank.

. Al ihe outset, the Hon'ble Chairperson welcomed the Members, the Comptrolier

- and Auﬂitc:r'Genéral of indiz, the Secretary, Minisiy of Finanae.(Departmént of Financial

" Services), the MD&GEO, DB! Bank and other representatives of the Ministry"and IDB



II‘Tl |

Eﬁnk io the siiting of the Cmmmiitée, apptising thai the siiting has boen convened o hear
the views of the Ministry of Finatce and (DBt Bank suhs.equen_t to their furnishing of the
action taken repiies on the points raised I:-:ry-.ur the Commitiee in its s:rﬁing of 17 Jﬁiy, 20154
on t‘r_we subject “Stressed Assefs Stabilisation Fund {SP;SF}" based on C&AG Report No.
5 of 2014, in the opening remarks, drawing the- attention of the Secretary, Department
of Financial Sewice_s .(DFS} and 1DBI Bank iﬂ the Avdit -s-crutiny of the subject, the
Chairperson highlighted glar_ing i_ssues whichr inler-afia revealed number of deficiencies in
the functioting of the Bank including {i}; INCoNYruous .pl‘D\"iS.fC.ﬁn bf maintaining of accounts
by C&AG despite if baing r-e_lieved of the fUn::ti{mﬁ of compilation of accounts since 1976;
(i} the Mumbai High Courl’s intervention in May, 2013 on the delay of eight years o
entrust the audit of SASF to CBAG and on subsequent delay in forwarding formal

q . .
proposal o CEAG despite issuance r.:df reminders and sought explanation from the

Secretary, DFS thereon; (il) issue related to costof adminisfrating the Trust that was o

be borne by the IDBI Bank; (iv} present status on inadimissibie exchange of assets as

raised in para 3.1 of the Reporf; (v) cases where no sefflement was reached with the

bofrowers and .dueé siil pending recovery; (vi} specific enquiry D-n"lm resolved and é'l“]
uresolved cases Involving Net Loan Ouistanding (NLO) of Rs.2,498‘83'cm.res and
Rs.3005.69 . CroTes respécﬁve!y and scrutinizing of select_ive nersonal guarantees
whérei-n no—systém was evolved Ifor obtaining copies of income-tax .r'e‘:tums and property
details of the guaraniors. On_this, the Chairpérﬁon asked the cop:_u,r_ of the para to be:

exiracted and sent the same to the Ministry of Finance for appropriate action; (vii} Issue

- of quotedfunquoted shares under the provisions of the SASF Trust Deed; (vil) sorutiny

_of the 88 cases selected by the audit wherein  explanation was sought from the



o

el

1

a
N

: - it

R

Secrelary, BFS on reasons for ajlowing acquisition of equity in seitlement of dues.

"Thereafler, the Chaiperson asked the Secretary, DFS o give a brief account of the

atest siatus of the follow-up Temedial acfion taken on the Audit findings and

improvements effected so far. -

3 The Secretary, DFS, thereafter, briefed the Commitiee about the efforis made by

them on the issues raised by the Audit in the Report. The E;ec:reta-ry affirmed that an

amount of Rs.72.86 crore towards cost of administering the Trust has been paid by tﬁe

-IDBl and the remaining amount of Rs.1064.67 crore on account of exchange of assets |

wollld also be paid by the latier. The same was also confitned by the MD&CEQ, iDBI

Bank in executing the directions issued fo them by the Ministry on these amounts,

4. The Secretary, DFS and MD&CEQ, 1DB1-Bank, thereafter, responded to various
. . _

. quefjes and clarificafions sought by the Members on issues specific 1o the Audit findings

- on the Report.

5. The Chairperson also asked the Secretary, DFS to furnish wiitien répiies io the

pointsfissues which could not be answered within 10 days as the Report on the subjecl s

" likely to be presented in the ensuing Monscon session of Pariament. - -

6. The I—_Ic:n‘B]e Chairperson then thanked the repres;entaﬁves of the Ministry and
I[-‘JB] _Bank fcr- appeanng before the.CDmr!'uiﬁee; ani_i fum}shing the vaiualﬁié information
on éevérai issues on the -E‘;Ui}jec:t.

) The witnesses, then, withdrew.

A \_.rerbaiim copy of the proﬂeéﬁing_s_ h_as been kept on record.

The Chmpyitiee, then, adjourned, -
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PARTA

2. _ Honble Chalrperson welcomed the Members 'md stated that the draft repoit on
“Strossed Assets Stabilization Fund based on CBAG chﬂri No. & of 2014" which was
circulated in-advance may be taken up for consideration and adoption. Members
suggesied cerfain changes to be incofporated In the report.  The Commiltee then
authorized Hot'ble Chairperson to present the reparif io Hon'ble Speaker, Lok Sabha 3 fter
incorporating the amendments suggested by them. '

PART-II

3. The Comhjiﬁee then took up-ﬁ:-r examination of Para 12.1, Chapfer Kl of Report

‘No. 11 of 2016 relating to Minisiry of Micro, Small and Wedium Enterprises for |

evamination.

&
A copy of fhe verbatim proceedings of the Sitting was kept on record

. The Committee then adjourned.,




