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I, il1c Cha.:1r'{'rso11, ~'ul>!ic Ac~ou11\~ (;on11nrtiee" _(201/-1S), hc,ving he~;;, 

autl1orised liy the Commitioe. di> pre,;enf this Sev<er1ty•-e1<jhi R<"port (.:;ixtc:r;rrll1 /.c,°\ 
SabhJ) on "Stressed Assets St3biliScation Fund (SP.Sf-)" baser! rin C:&AG R1:µo;i 
l~o. 5 of 2(111 relaling to ihe lv\1n1siry of Fiflancr; (Deparlme11t ot I irian_cial Sc,n~ces). 

2. The f-{eport l~o. 5 of 20~4 of the Compt1ollcr and /\t1dilor Ge11(:ral of·lndiGI 'A'2l' 
laid on the Table oflt1e I-louse on 18 JL1ty, 2014. 

3. C&AG Report No. 5 of 2014 011 Stres5ed /\sc.ets C>labilisalion f'und (SASF) \'12'< 
selected by the Public Accounts Cornmitiee (P/\C:) for examination 1n '.!014-15. Thu 
subject Was continued for examination b_y suci::essor P /\C during ii H-,ir lei rr1s (2015-1 G) 
arid (2016"17). 

4. The Public Accounts Cornmittee (2015-16) and (2016-17) took oral 2videf1C:es (,f 
the representatives of both the Ministry of Finani::e- (Depa1tmerit o[ Finanr:1al Scrvicf,s) 
arid IDBI Bank on 17 July, 2015 and 12 July, 2016 respectively 8.nd hitl1crto, th(' Public 
Accounts Committee (2017-18) present a Report based on the evidences taken by the 
predecessor Commitiees of PAC The Con1rnittc:e consrdereci and adopted this Ora-Ii 

.Report al their sitting hDld on 26 Jv1ay, 2017. The !\~i11utes of the si\ti11gs arc appender! 
to the Report. 

5. For facility of reference and convenience, ilie Observations snd 
Recomrnendaiions oi the Committee havro been pnnted in bold and fonn Part II of the 
Report'. · 

6. T!-e Committee thank the predecessor Commrrtees for taking oral evidence and 
obtaining information on the subje_ct -

7. The Committee would like lo express their-thanks to the representatives of the. 
Ministiy Of Finance (Department of Financial Services) and IDBI Bank for tendering 
evidence before -then1 and furnishing the requisite information to the Commill<>e in 
connection witl1 the examination of \ho subject. 

8. The Commtttee also place on 1ecord their appreciation of the assistance 
rendered lo them in the niatter by the office of the Comptroller and Audfi:or General of 
India. - -

NEW DELHI; 
_ _2q May, 2017 
_g Jyaistha 1939 (Saka) 

_Shri Jlllallika1jun Kharge, 
Chairperson, 

- Public Accounts Commit'"..ee. 
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Rf.POR-r 

1-'Af{T I 

- INTRQOUc·roRY 

lndustriiil Develop1r1ent Bank of l11dia (IDBI), a st_alulory corporatior1 established 

under the Industrial [lcveloprncnl G8.nk of India Act _196<1, was an apex instituLion to 

_ provide lollg terrn finance to industrial enterprises, boj:h ill public and private sectors_ 

Jri_SI ceased to exist v.•ith effect from 1 October 2004 and in its place IDBI Bank came . ' . 
into b"eillg as an entity registered u11der tho Coll1panies Act 1956. The LJlldertaking of 

IDBI was transferred to and vested in IDBI i3a11k. As of March 2004. IDBI accumulated 

non-performing cissets (NPA) which stood approxi111ately at Z 9,000 cro1e. 

2. In order lo acquiie by trallsfcr the S!rossed Assets of IDBI and for managing 

these assets~v.,ith a view to recovering the amounts due, the Government, as settlor, 

-decided to set up a special purpose vehicle in the fomi of a Trust It created a "Stressed 

Assets Stabilisation Fund" (SASF) for the Stressed Assets of IDBI and SASF Trust 

Deed w.as executed in September 2004 . 

3. The Goverllmenl provided ;;_ 9,000 er ore in the budget lor the financial year 2004" 
05 for extending loan to the Trust_ "the 21111oullt was to be "invested 111 no11-interest 

bearing special securities to be isslied by Central Government". Consequentiy, the 

expendituro 1n Demand No.34 after netting the credit as ill Special Deposits and 

Accounts ( Ma1or l~e-ad 8012) was exhibited therefore Nil. 

4. The Trust in turn invested the nioney in zero interest G8vernment special 

·s_e_cunties Tedeemable in 20 years_ Tf1c Trust assigned these special seCt1rities 

amounting to'[ 9,000 crore to lDBI (or its succesSor !DBI Bank) and in r_e!urn, acq-uired 

636 NPAf_ stressed loan assets with a net loan ouistanding (NLO) of;; 9,004 crore. 

5. In June 2006, SASF exchaiiged v1ith IDB! Bank eigl1t ·turnaround cases for three 

fresl1 NPA I stres_sed loan assets and after ex~har1ge of these cases, there Were 631 
-NPA I stressed loc.n asSets w11h NLO ,of.Z 9,006 CIOffl. 



_,-_-_ -.--,----

' 
6. SAS!-' is managed by a l3oard of Trustees (BOT) appoinied by the Govomi11eni 

of India. Tl1e Board consists oi one Chairperson, one Executivo Trustee and three 

members. From 1 January 2013 onwards the posts of Chairperson and fxecut1V8 

T1uslee have been nierged. The Board of Trustees is assisted by one Chief General 

Manager, one General Manager and 22 other officials. 

7 As per the Tfust Deed, the Board of Trustees were given powers to re?over the 

stressed assets by restructuring, arriving al settlement with the borroweIB, taking leg,o;I __ . 
. / 

measures or adopti>1g such measures as they may deem fit including but not lii;ci.rtod to 
' their recovery as arrears of land revenue. The BOT brought out (December 2004) a 

brief policy· and procedure for_ settlement of duos including delegatio_n of powers to 

Commit\E'1e of Officers (COO) and Executive Committee (EC) and a detailed recovery 

policy including delegatloi-i of powers to COO and EC was approved by BOT in April 

2005. The policy was reviewed and modified in July 2006. 

' 8_ The main thrust of the policy was to recover the amounts locked up in the assets 

within the shortest possible time preferabfy by resorting to one time settlement (OTS) or 

negotiated settlement (NS)_ Restructuring could be considered in potentially viable 

cases and minimum dues to be restructured might include entire principal and intercsi 

Interest rate on restructured core principal shall not normally be less than a rate 

equivalent lo 200 basis, points less th~n benchmark prime le11ding rate (BPLR) of JOBI 

on average yield basis_ The basic objective of the recovery policy was to bring about a 

pr<:igmatic and flexible approach to optimise resolution of the stressed assets and 

recovery of an;iounts locked up in these _assets in the shortest time possible. 

9. The C&llG_ while bringing out Report -No. 5 of 2014 on "Stressed -1\-.<;.sei.S 

St<:ib)lisation Fu11d" tor tho year ondod March 2013 r,arriod out the audit of SASF under 

Section· 20 -(1) of Con1ptroller and Auditor General's (Duties, Powers and Condi:l:ions of 

-service) Act, 1971 arid laid the Repo1t before Parliament on 18 July, 2014. 

- -----~--
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II Scope and Objectives of Audit 

10_ The C&.11.G cariied out the Audit of SASI-" wiih the following audit objectives and'. 

covered period from inception of \11(' Trust to 31 lv\arl:h 2013. The audit.objectives, 

b1oadly 1vere to assess whether: 

• The Trust rernitled the alliciun! recovered to the Government-JS per the 

Trust Deed and special sccurttics equal lo amount ·so transferred have 

been liquidated and the loan amount reduced accordingly, 

• The SASF Board had established fair and transparent procedure for 

recovery of stressed assets; 

• The Board took steps to recover stressed assets as per the established 

procedures: 

• In case of liquidation of st1essed assets, proper valuation was done to 
' ensure optimum realizatfon of !he assets; 

• The psn;onal guarantees from promoters \'Jere available in reer>rds- with 

!he details of personal 01ssets; the Trust had been collecting copies of the 

illCome tax return from thern and in the event of failure of other measures, 

' the TinaJ measure of invoking the personal guarantees/ attaching and 

liquldating the stressed assets !1aS been promptly taken; and 

• The Trus! was on track .lo_ achieve the stated objective of realizing 

stressed assets_ 

11. l"he Audfi selected a sample of 88 cases out of 631 for examination i11 a stratified 

manner_ The sample covered 62:17 per cent of total value qf stressed assets. All 52 

cases _with Net Loan Outst"anding (NLO) above z 25 c:rore were selected_ 



-------,_ 

111 REMITTING RECOVERED MONEY TO THE GOVERNMENT OF IND!A 

12. - As- of March-2004, the non-perforrn1ng as.Sots of IDBI stood at f 9,000 crore 

approximately. Consequent to transfer of tl1ese stressed assets to SASF, NP As of IDBI 

declined sharply from 14 per c8rit during 2002-03 to 2 per ~en! as of September 2004. 

The transaction effected by the Goverhment of India in ocquiring these-assets did not 

irivolve any immediate cash- outgo. GOI provided a loan of Z 9000 cror~ to the Trust 

who in turn invested the same amount in zero-intnr~st Government Special Securities 

floated by Government of_ india and redeemable in 20 years_ These securities in turn 

V"._ere assigned by the Trust to IDBI 1n lieu of the NPAs of an equivalent amount 

13. This arrangenient of transferring NPAs lo the T;ust was akin to underwriting the 

rion-performing assets of IDBI. As pe_r tl1e p1oscnt scheme of things, Government of 

lndi.'l will have to redeem the Special Sec:urities in ?.024 to ihe extent of the vaiue of the 

assets which will re1na1n unrecovered_ Even though the arrangement did not inVolve any 

immediate cash oUtgo, it has created a liability for the same as and when ihese 

securities would be redeemed_ Thus effectively, Government of lndia have taken the 

burden of NP/\s of IDBI by creating a future liability. This apart frorn helping the 

defaulting borrowers has also extended benefits lo other shareholders of IDRI as at the 

lime of transfer GOI 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 recev:ered to the Government and the -Government 'at tho end of 

F~bruary each_ year pay to IDBI the amount received from the Trust. The special 

securities shall be r"cdoemed lo tll0 extent of pay1nent received from the Governrnl1nt. 

On perusal of tile details regarding targeted 1ecovEJry, amount recovererl, amount 

remitted and balance amount shown in tl10 accounts of IDBI from 20Q4-05 lo 2012-13, 

_the Audit obseNed- that there was a shortfall in recovery of<:' 1,528.86 crore as 

_compared io the targo!ed recovery, Bulk of tho 1c:r.overy. w<is effected in tl-,e initial 

period of the Trust, .i_e_ beN1een ?005-0G and 2007 08_ Tliec1ee1ftr,1, tho r·iocovery 

'·-----=-----



amou11t declined ta911it1canlly indicatir1g that th<; cases left 11uw are ioorc cornplox and 

difiicu\l 

15 The Ministry ol Finance {Departrne_nt ol Financial Services)" in their background 

riote have slated that SASF since October 2004 till FY 2015-1_6 h<:is rec:overed and 

remitted to the Gol Z 4514 _er ore for redemption of the special securities and the balance 

securities yet to be 1edeemed as on March 31, 2016 arc ~- 4486 [;[Ole as indicatc:d 

below: 

Redemption of Gal Securities 

~~inancial Ye~Tmount- Recovered_ f 2004-05 200.50 
'----· -

2005--05 723.38 .. 
2006-07 927.68 

-- -
2007-08 756.73 

- . 
2008-09 -281.16 

2009-10 322.68 
. 

·2010--11 332.53 

2011 12 224.26 
.. 

2012-13 302.22 
~- -- 2013-14 250.00 
f- • ·- . 

2014-15 105.00 
-

2015-16 -
. 

( <' Crore) 

crnme11! Securities 

Redeemed 

134 

637 

863 
~750 

475 

300 

300 

300 
300 

-~,,~0--

- 105 
--

100 

16. - Th_e Secretary, Department of Financial Services durir.:i the oral _iov1dence held 

on 17 July 2015 submitted before-the Committee as under:-



"f--rom ihe Budget, a ioan was given io the TruSt and that money which was given 

_ to the Trust_ W8s given back to the Governmciit The Government issued 

_ securities in their name: the Government did not give any money physically. So, 

we' got the money back_ Actually,- so iar, we h:Ove not lost any money. Wh8t we 

need to see now is there is a rernaining gap of'<:' 9,000 crore of which !he figure 

of ri;covery is Z 4,400 crore. Now on the remaining amount the IDBl's view is that-

as per the agreement it is a non-recourse ki11d Of arrangement which m8an_s if _ 

there is ·a gap, lhe gap would not be taken by IDBI but by the Govern1ncnt_ Th8t 
' is their viBll_ The Ministry is still to come out clearly in favour of this_ We have not 

yet taken a view_ The Ministry can still ask the legal people_ If there i5 a liability it 

v1ill have to be met over a period of time by the IDBI." 

17. The Secretary, Deparlrrient of Financial SeNices during the oral evidence held 

on 12 July 2016 further submitted before the Committee as undor :-

'We hlve before us two legal d6cuments, a Trust deed, one of the transfer deeds 

relating to part of the-property which was supposed to be covered by _SASF 

·arfarigBrnent. In terms of the Trust Deed, it is absolutely c:lear that the 8Ccounts 

of the fund arc to be audiied by the CAG_ It does not require any further 

interpretation. That is the con1mi!ment ihal the Government has already 

provided, by being the sign<itory to this Trust deed_ I also draw your <itienlinn lo 

Section 18c of the Trust deed, which says, <ill cost of administering the Trust 

shall be borne by 1081 or 1is successor. Therefore, that point is also cibsolutoly 

. clccir as far as this documoni 1s concerned. 

Third poinl is t!1a\ tbc transfer deals actually have c:omplote information about the 

specific non-performing asseis which have been transferred_ OnCB tho transfer 

deeds_ l1avc bcc:n signed and executed, consequent upon ihe execulion of the 

--! rust deed, it ls not open .to flip that assets around exchanging eight assets or 

anything like that The first point is that we stand"by all those corn1nitmenls have 

been made and those corn1nitmenis are meant to be honoured and will be 

honourr:d. 

-- ------- ----~-·~- _, 
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18. 

IV. 

19. 

As far as ~ '12.86 crore 1¥hicl1 was cost of ;idn1inistering ti·1e l-rust has been paid, 

I a1n informed by IDRI already. Since \hci MD is here, he_ Vl'OUld also co11f1rm the 

jJoint that I have JUS1 made. 

:_Secondly, rcrnainiiig a1nount of \'- ~064.27 crore v<liich has been idenfified by 

CAG Ofnce_ as am(>t1nt whiGl1 is due. it has beco1ne due on account of the 

incorrect flipping ol assets which is not suppo1ted by any legal document and we 

Stand by the cornn1it1n8nl tl1cit has been 1nade earlier that this amount has to be 

paid by IDBI. I have.hfld a disC\ission v<il_h MD, IDBI before coniing into this 

_maet1ng, and tle has confirmed, that this amount will be paid. He will confinn this 

in his own Vi'ords shortly. 

·As far as future losses flre concerned, there is already a communication that has 

been sent to IDBI on account of amounts not recovered or haircuts as they are 

cailed in banking parlance, lhose amounts :oire the responsibility of _IDBL The 

Govemmefil has aclL1ally helped lo clear the balance sheet of IDBI by crc:oiting an 

' SASF_ But it is -not that ii has taken over !he loans al all times therefore also 

become party to the haircuts. That is the point that is absolutely cleared snd has 

becri clarrnBd in w1itfng, and wo Stand by tilat. 

I would ask the MD, IDBI to cOnfirm the points that I have made_" 

On the abovo issues, !he l;llD &CEO, IDBI Barik stated as under:-

"! conf1rm that <'.' 72_86 Crore- has been paid by IDBr lo SESF towards 

-expenditures. I also confirm that the amount which has been pointed out by CAG 

about '1' 1,064.27 crore out of the exchange of assets, th_e Government_ has 

actually asked us to _r~und. We would be doing it shortly. We Confirm that yes, _ 

we would execute thaL ln -csse of fLiture also, out of ~oi-i feCoVeries, etc_ would 

be borne by IDBI." 

Audit of Ac::c::ounts of SASF 

Audit observed that Clause 17{a) of the Trust Deed slates "the acCOllnts of the 

fuiid shall be maintained_ and audited by !he CAG of India". The provision of 

maintenance of- accounts by CAG was mistakenly placed as the responsibility to 



' 

' 
-prepai'c the accounts rests wiih the executives and not with ihe CAG_ GAG was not 

consulted while preparing !lie Trust Deed. 

2()_ So far as audit of the Tf1lsl is concerned, by quoting the above clause, the Trust 

had requested (June 2005) CAG to appoint an auditor. CAG informed (July 2005) iha! 

since the Trust was an- indei}endent legal entity, audit could be undert~ken only after 

such aud~ w.:is en Trusted under section 29(1) of the CA G's (DPC) Act, 1971. The Trust 

was requested to send their proposal through the Ministry of Finance. The views of the 
' . 

GAG were brought to the notice of_ the_ Ministry by· the Trust in August 2005. No 

response was - received from tf1e Ministry until_ Mun1bai High Court intervened in 

February 2013. The Ministry finally enTrus!ed audit of SASF to CAG in May 2013 

almost eight years since the inception of tbe Trust. In -the meanwhile the Trust 

contlnued to prepare its accolints for the years 2004-05 to 2011-12 and got the1n 

audited by Mis. G. P. Kapadia & Company, a Chartefed Accountants' firm in Mumbai. 

' 
21_ On being asked to the Ministry regarding thr;ir opinion on delay in audit resulting 

in carrying on of wrong practices for years, the Ministry replied as under:-

"The audrt was relatc:d to SASF period and SASF itself had requested 

CAG to conduct an ·audit." 

22. Audit in continuation of their vetting remarks to the above·sta!ed that :-

Ministry finally enT rusted- <Judi! of SASF to CAG in 

May 2013 almost eight years since the inception of the Trust and that ;:ilso for 

the period from 2004-05 to 2013--14. •••• Audit for the 

subsequent period Vf2.s not e11tru.sted to CAG despite taking up the matter with 

the Ministry 111 January _2014, February 2015, May 2015 and February_ 2016. 

SASF vido its letters cjated 7 Januar'{ 2015 and November 201-5 has also 

roquostod Minisl1y of Finance. for enTrusting the; audit of SASF to CAG. 

Howeve_r, 

2016)." 

no -response h<Js been. received from th(' _Ministry so f<i.r (April 

·-.. - ' - -- ----



• 

23. Tho Dy. C&AG and SecretarY, DeparlrnE>nt of Financial Services (DFS} during 

tile oral evidehce held on 12 July 2016 exchanged l_ollov;irig views on the above rnfl.tler 

as u110er:-

"Secretary, DFS: ••••. In /erms oft/Jo Trust Deed, it is obsolule/y 

c/cor that the acco1111ls of the fund are to -be audiltid by· the GAG. It does not 

1Cq11ire i:iny further in/erpre-ration. That 1s tho co1nmitnier1l that tlie ·Government 

f1as a/ready providod, by being the signalory lo l/iis Trust Deed. •••• '''*" 
•••• •••• • ••• 

"Dy. C&AG: Wit/J reference to w'hat_ Secretary. Fi11antia/ Services hiis said, juy1 a -

small a1nplifica/ion. Wi1ilo the Trust Deed does contain a statement lhal ii should 

be audited by the GAG, under tlie DPC Act i_I is required that a req11cst be mado 

by lhe Ministry of Fiiratice, which was made subsequerJt/y and 111& audit we had 

taken 11p. In facl, for fhe /v;o years subsequent to that, Iha/ is, 2014-15 011v•ards, 

a request has lo come for which re1ninders /Jove been sent. So, even tliough ii is 

mentio'ned in the Tr11sl Deed, tf1is is a procedure whrch actually has finally been 

followed. 

Secretary, DFS: Is a request •equired on an annual basis? 

Dy. C&AG: T/1e req11est is for a timofrome. So, you can request it ever! for the 

next four years." 

24. On being asked why was the Jv'linistry reluctant to enTrusl audit of SASF to GAG, 

the Ministry vida their response dated 12 September 2016 stated as under:-

V. 

"Going_ further, Ministry has requested to C&AG to conduct audit of SASF for 

the period of 2013-18 vide letter dated .13.07.2016." 

Cost of Administering the Trust 

25. As slated by the Audit in their Report all the costs of ad1ninistering the Trust have 

been borne by IDBI as per clause 18{c) of the Trust Deed. - The expenditure of-{ 72.86 

crore (from 2004-05-l:o 2011-12) incu1Ted on safeguarding. b6rrowers' assets was 

reimbursed_ to 108) fron1 the recoveries _made from the ,borrowers. But for the Trust, the 

expenditure on safeguarding assets would have been borne by IDBI. Further, there is 



no provision in ihe Trust Deed to reCDver such amount from the realisation of stressed 

8S8els. R<1ther, clause 1B(c) oflhe Trust Deed categoric_a!ly mentions that all costs of 

administering the Trust have to be borne by IDBI. Thus, this amount should alSo_have 

been transferred to th_e GOI. By not doing so, fhe burden of the GOI has gone up lo that 

_ extent as the full recovery of the stressed assets is unlikely, yet the GOI will have to 

redeem !lie outstandirig special securities in 2024. -

26. Ministry in its reply informed Audit that since clause 18(c) of the l"rus! Deed 

provided that IDBI shall meet the expenses of administering the Trust, it had boen 

dGcided to direct the bank to return the amount to SASF. 

27. On the above isstle, the then DMD, IDBI Bank during the course of evidence 

before the Committee held on 17 July 2015 submitted as under:-

"One point has been made that the administrative costs which were supposed to 

be borne by IDBI, they have been reimbursed by SASF to IDBI Bank. We arc 
' willing to pay them back. We would-do Iha! shortly. You have asked by when 

they will be paid_ They Will be paid within the next few days_· 
-' co-•-

28_ On _the issue raised ·1n the C&AG Report on expenditure incurred on Trust 

Adniinistra!ion and the Ministry's take on the present status and likely date by which 

lDBl"would return the amount to SASF, the Ministry of Finance (Departn1ent of Financial 

Services (DFS} in their post-evidence reply submitted as follows:-

" DFS has instructed IDBI vide letter No.8!812004-IF-1 (BOA) dated 20.08.2014 

to return Rs.-72.86 crore lo SASF as !his Is a part of the expenses to be borne by 

JOBI Bank. However. IDBI has not yet returned the amount." 

29. The Department of -Financial -Services in their Background note placed for 

perusal of the Commitl:Eie's sitting held on 12 July, 2016 sttbmitted that IDBI Bank has 

_ deposited~ 72.86 ci-ore on 8 J~ly 201_6, 

30. Tl10 Secrela!Y, Department of Financial Services durir1g the sitting of lhe 

Committee held on 12 Ju~, 2016 stated that_" 



"As far as ,- 72.86 crore which was cob! of ad1ninis\ering the Trust has been 

p<iid, I am informod by IDBI already. Since the MU is her8, l1e would also 

confirm Ille point that I have just n:ade." 

VI. Excl1ange of Assets and Surrender of Securities 

31. Between Soptembcr 2004 and May 2005, IDBI, by executing six 

transfer/assignment/transfer of mortgage deeds, ass'gned 636 stressed assets with net 

loan outstanding of Z 9,004 crore to SASF However, JbBI Bank sub1nitted (February 

2006 I April 2006) p1oposals to GOI for exChange of turnaround cases for other stressed 

assets_ Cxcllar1ge of cases was not permisSible as tile objective of formation of SASF 

was to take over the NP As I potential NP As existing as on 31 March 2004 only_ Thus, 

no subsequent exchange was permissible The GOI inti1nated (May 2006)-IDBl Bank 

- that the Stressed Assets Stabilisation Fund in existence was created for a speci!lc ' . 
purpose, i.e., for stressed assets for that point of time and ii would no! be proper_ to 

extend the scope and life of SASF. 

32. Despite this, the Board of IDBI Bank decided (June 2006) and Board of Trustees 

approved (24 June 2006) exchange. of io-igl1t turnaround cases (Asian Peroxide Limited; 

Dabhol PoWer Company: Indian Seamless Steels and Alloys Limiled; Pioneer 

Distilleries Limited; STI India Limited; Sujana Metal Products Limited:- Sujana Universal 

Industries Limited and Ventura Texliles Corporation Limited) \Vilh NLO of 

Rs 1,522.29 crore for three fresh cases (SJK Steels Plant Limited; SP!C Petrochemicals 

Ltd; and Shri Vishnuprfya Industries Ltd). The transfer deed was executed _(28 June 

2006) between !DBI Bank and SASF for exchange of cases. 

-33. Audit noticed that in eight cases, which were transferred to IDBI in 2006, against 

-a lot8.I NLO of Z 1,522.29 crore, th~ rec~very made ~s Z 1,659 crore. On the other 

hand, only~ 360.32 ·crore could be recovered from the-three exchanged cases_ This 

inadmissible exchange which was no\ approved by the Goveit1~ent of India, beneffitted 



IDBI. On U1e assets transfcirred lo IDBI, the recovery was even more than the NLO_ On 

the assets r~e1vetl by the ·rrLJst in exchange, thG recovery was minimal. 

34. The Ministry in their reply lo !lie Audit stated that even fhough the exchange_ of 

assets was not in line with the objec,iive and scope of formation of SASF which was 

reiterated by the Government of India when the proposfll of exchange of assets was 

received from IDBI in May 2006, the Bank took a business decision in the interest of the· 

Bank and lo save some stressed assets iri which there was a Hfe for revival. HoWever. 

since the GOJ dkl not agree w"1th the proposal of the Bank for the exchange of assets, 

the observations of the Audit was accepted by the Ministry and JOBI Bank was being 

directed to tak8 all remedial measures including n9cessary steps such as obtaining 

approvals from various regLJlatory authoriUes, Board, Government etc., if any , and 

complete 1he process in the next three to rrve years starting from financial year 2014-15 

to restore the position prior to exchango of assets in 2006-07, as far as possible and 

consequent!~ redeeming of special securities held by the !3ank worth the value of assets 

takeri over by the Bank since SASF at t!1is juncture cannot lake back these_assets being 

refinanced by IDBI and !heir original value and nature altered. Further, the Bank was 

also being directed to take boick the three assets wliich have been given to SASF in 

exchange_ 

35. The fhen DMD, 1081 Boink during the oral evidence tendered-_ before the 

Committee on 17 July 2015 submt!ted as under on-the above issue:-

"The exchange of assets wtiich happened in 2006, I would like to submit that this 

exchange of assets was basically triggered and initiated by t_he Government of 

India's directive to rehabilitate Ratnoigiri Gas and Power Pi-iviitG limited (RGPPL) 

which was known as Doibhol Power Plant at that point of time. The '< 9,004 

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

company. It needed for its revival, additional assistance and continuing working 

i:aprtaL That could not hav_e been done by SASF because it was not SASF's 

mandate. Therefore,· this proposal was mooted that this be taken out of SASF, 

brought inlo IDBl's rnairi books and, slnc:e IDBI was the load inst~ution, together 

, .-v-. --·-·--
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with o\her participants, etlorts be made to revive ii. That ac:counl is still 

- continuir1g with us_ V\fe have pu1nped i_n additional money into tha! together with 

othoir lenders also_ The banks have been trying to revive this plant again wiU1 tl1e 

help of the Government and various other stakeholders so that the net stock of 

assets remains intact at the soime lev_<.?) as was originally planned v;ith SASF, in 

lieu of RGPPL and one or two_ 1nore asset_s, the assets were transferred back lo 

-s/\SF also. That was the basic intent Those assets then have been deall with 

rcspeciive\y arid with IDBI and SASF in normal.course, recovery methods have 

been pursued. Part recovery has happeniod. ln_some cases, recovkry process is 

oc • 

36. The Sec:retary, DFS -during· the same sitting of the -Committee subrnitted as 

under:-

"Regarding Ratnagiri project, I would say that perhaps the then Govern111ent l1ad 

decided-\hough the government had not formally approved the exchange of 

assets between the SASF and IDBI. But 1 was told the reason for giving the 

Ratnagiri asset back was it was not a junk value asset; it was .possible to be 

rehabilitated by some support and the Government wanted to support it by giving 

some additional package or restructuring: That ls why it was given back to IDBI 

The discussions are going on for the revival of this project; even the hon_ 

Members know about it 

····- •••• 
There was a meeting at the highest level on the project. All the banks were there; 

all the Ministries were there; the Maharashtra Government was a\so there. We 

are trying to sort out and see that·instead of an NPA it becom~s an operation_al 

asset; only if this asset alone-can give us all the losSes. If after five years we arc 

able to reco.ver this one asset also, it can make good all the other losses. 

~··· 

ln respect of those projects which are. exc:hanged because the Government has 

not approved the exc:hange of projects, the Government C<ln also take a vieW that 

whatever is the recovery out of those projects that will come back to SASF. We 



can also take that view. One of those projects is the Riltnagiri project It if earns 

some money, !hat-can come back to SASF and after that could be replaced . ... , •••• 

37. On being asked how would the IDBI justify the loss incurred by SASF lo !he lune 

of<:' 975.33 crore due lo inadmissible exchcinge I transfer of cases in.2006 in violation of 

GOJ orders, the Ministry in tholr reply slated as under:-

"IOBI Bank his advised that ilfl EGOM was sot up by Gol in October, 2014 to . . 
facilitate early resolution of issues related tci the Dabhol Power Company or 

Ratnagiri Gas and Power Pvt. Ltd. (RGPPL). A restructuring framework was 

developed and approved by EGOM which was to be implemented by al! th_e 

stakeholders. The restructuring was not possible with account remaining with 

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

or to curry out day-lo-day monitoring of !he operut1on of the accou11ts. The 

_ transfm of equivalent amount of stressed ussets to SASF wus done to bring 

about parity in the exchange_ 

Transfer of assets back lo IDBI Bank now for rectifying inadmlssible transfer may 

lead lo borrowers raising legal objections- regarding validity of action taken by 

SASF so far. This wilf delay the recovery and jeopardize the recovery prospects 

which ar<J a!ready weak." 

38. On being asked further why the Ministry did not take immediate action at the lime 

when SASF and IDBI exchanged assets in violatlon 

. furnish~d by the Ministry is as under:-

' of the GOI orders, the reply 

"The oxchange of asset~ look place in 2006 and the Ministry ca_me to kr1ow about 

it from the GAG Report only." 

_ 39. The Ministry in their background note for the silting-of the Committee on 12 July 

- 2016 staled as under:-

• 
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40. 

-15 

"In continuation of GAG audit, the Depflrtment t1irecled llJl31 8artk on 17.04.2014 

that it shall surrender the securilie~ v.•orth \ 1,137.13 crore {Rs. 1,064.27 crore 

+ \ 72 86 crore} over a period of three years starting fr_oin FY15. No instr_uclions 

have been issued to the contrary since then. IDBI Bank has depositt>cl Z 72.86 

crore on 81" July 2016_" 

sUbsequently, during the silting of \he.Committee held on 12 July 2016, the 

- Secretary, DFS su!Jmitted as under:-

41. 

'Third poi11t 1s that the transfer deals actually l1ave complete information about 

the specific non-performing assets which ha\'e been 'transferred. Once the 

·transfer deeds have been signed and executed, consequent upon the execution 

of the _Trust Deed, it is not open to flip that assets around exchanging eiglit 

assets or anytl1ing like that Tile first point is \l1at we ~tand by all those 

commitments hcive been made and those commitments ar_e mea11t ·10 be 

honowed and will be honoured_ 
•••• •••• • ••• 

- Secondly, rema1rtin!:j amount of Z 1064.2.i'._ c;r.ore whicti has been identified by 

GAG Office as amount Which is due, it has become due on account of the 

iiicorrect flipping of assets which is not supported by any legal document and we 

stand by \lie cornmftmenl that has been 1nade earlier that this amount has to be 

paid by iDBL 1 have had a discilssion with MD, IDB! before coming into this 

meeting, and he has confirmed that this amount will be paid. He will confirm lhls 

in his own words shortly." 

The MD &CEO, IDBI Bank during-the above mentioned sittiilg submitted lo tile 

Committee as under:-

"I confirm that '{ 72.86 crore has been paid by !DBI lo SESF towards 

expenditures. I also confirm that Ille- amount which has been pointed out by GAG 

about -Z 1,064.27 crore out of the excllange of assets, the Goverrirnent _has 

actually asked us to refund. We would be doing ii shortly. We confirm that-yes, 



' ' 

vie would execute that In case of future also, out of short recoveries, etc. wolild 

be borne by IDBI." 

42. The MD &CEO, IDBI Bank vide letter·dated 14 March 2017 addressed lo the 

Chaiiperson, Public Accounts Committee (2016-17) inter-alia requested as under:-

*''' •••• In ihiS regard, Considering the weak financial 

position of the Bank, we made representations to the Government of India (Gol), 

Ministry of Finance {MoF) for pennitting us to surrender securities worth 

Rs.1064.72 crore over a period of th_ree years. The Bank therein had proposed 

to provide for the same evenly over eleven quarters beginning with the quarter 

ended September 30, 2016. Accordingly, the Bank hss already made provision 

of<' 193.50 crore in the two quarters upto December 31, 2016. 

In this connoction, we sub.'Tlit our request to perrnit Bank t_o surrender securities 

worth~'<'-1064.72 crore over a period of three yearS. Bank has already provided 

to surrender securities worth<' 198.50 crore . over last two quarters. The 

remaining securities worth;:' 870.7(.CJ"Qre also would be_ provided for Bank in 

following nirie quarters. Sin.Ce the financial position of the Bank al present is 

weak, !his request is submitted humbly for your kind consideration • 

VII.· Deficiencies in obtaining of PerSonal Guararitees 

43. Audit examined 88 cases on a strattfiod random san1pling basis, \he summary _of 

which is given below: 

--= 

Particulars 

~=~---·­Settled cases 

. 

·--. 
No. 

cases 

34 
---

15 
~-

39 

88 

Rs. in· crore 

of N'Lo Amount 

recovered 

13 91.01 --967.16-
23 26.60 686.03 

. 
19 35.97 208.56 

5,6 53.58 1,861.75 

' 

.. • 

,·~ -,.·.··;-., .. --,, .. · .. ,_, .. -~---:. 
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44_ Ou! of 88 cases test cl10ckcd by the audit, in respect of eight cases with NLO of 

-Rs 1,061.85 crore, nO pc,rsonal guardn\ees were obtained by lfJBI al the iiinc ol loan 

disbursement In rcspe~! of the rem81ning 80 cases, (he Trust could produce copies of 

perso11al guarantees for 53 cases only_ Scrutiny of 53 personal guarantees revealed 

Illa\ only-in the following six cases property details were availilble. In the remaining 47 

cases no property details were available_ Thus-, obtaining personal guarantees became 

a fruitless exercise. J\s subsequent events indicated, the personal guarantees did not 

help 9! 311 in recovering dues_ Only in one case, ( 4_99 crore could be recovered from 

Delta lnnovative'Enterpris-es Limited by invoking guarantees. 

• _ Thoug\1 the Personal Guarantees (PGs) contail)ed various clauses 

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

lendors dwe lo default of the borrowers and fixed the liability of the gllarantors up 

to the full valUe of the loan, the same was not backed up by property details like . '• -
location, value, etc. Thus, IDBI -had no means to judge the capability and 

competence of guarantors lo give such gua1antees in the absence of these 

details. PG can be S8iif·to be co1nplele only after disclosure by the guarantor 

about property description and tlieir values, proof of their ownership and 

undertilking not to dispose of the properties without cOnsent of the lend ors. 

• Only in one case relating to Mls. Della Innovative Enterprises Limited, 

SASF could recover~ 4.98 crore b)' invoking the PG. 

• There was no system of obtaining copies of annl.lal Income Tax r"°'turn and 

property deta1ls from the guarantors_ 

45. Above position indicated that obtaining cif personal 'guarantees became a 

meaningless exercise in the absence of the property and income details of the 

yuara_ntors. Initially !DBI and subsequently the SASF Trust failed to demonstrate 

required due diligence. Only ~ 4-_gg crore could be recovered by invoking PG. Thus, 

according to Audit, an important instrument of PG for safeguarding the financial 

interests was rendered ineffective. Further, had JDBl/SASF gathered these details, they 



would have beell in a bei!er position to further Improve the settlement terms during 

negotiations with the borrowers_ This could have increased the quantum of recovery_ 

46_ In reply to the Audit, the Trust stated {August 2013) thai: 

• At tho time of creation of guarantee, details of assets of guarantors were 

not obtained as per the practice prevalent in !DBI and since all !he accounts 

acquired by SASF were from JOBI, this lacuna persisted in the system_ 

• Whi!e considering settlement of -accourits and release of personal 
' guarantee by SASF, certmect net worth certificate of guarantors was being 

obtained. 

• 111 ardor to have a full picture of the means of the guarantors vis-a-vis 

settlement, the Trust revised the policy and would be obtaining lnco1nc Tax 

returns, affidavit of assets filed by the guarantors in the Courts I DRTs besides 

net worth certificate by a Chartered Accountant, to arf1ve at the value of 

guarartlees. 

47. As per Audi!; !lie fact remains that the new policy would be applft:able only for the 

cases which are yo! to ·be settled. For the cases already settled, the Trust lost the 

opportunity for a better settlement The Ministry in its_ reply to the Audit stated that the 

SASF had taken various steps lo mitigate the flaw relating to personal guarantees. 

48. On being asked on the issue of Personal Guarantee, whether obtarned or not 

obtained without property/Income details of !he guarantor during loan disbursernent and 
' what has beeri the praciic:e and discretion to wave-off the personal gu·arantees, the then 

D/1110, IDBI apprised the Committee. during the sitting held on·17 July; 2015 as follows:-

_"One mention was made about personal guarantee riot having been obta_ined in 

some cases, and in some cases· where personal guarantee is there, details are 

not being available. I would be frank to admit that in the erstwhile development 

financing era in the DFJ, Jn all cases the personal guarantee was not insisted 

upon and- where ii was taken - because the m:iin purpose was to develop 

--- ,- -
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• 
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industry and it was all sizes of industry -- niany people were not w1l~ng lo come 

forw;ird to set up projects if personal guarantee v1as insisted llpon. So, in l\1e 

intqrest of setting up those projects, it was not insisted upon in all cases if 

otheiwise !lie proiec\ was viable and support-worthy and where the people \•;ere 

really very shy to give their details. So, we actually used that instrument as a 

moral pressure on the entrepreneur lo keep tlie unit going viable and lo repay the 

money to \JS So, l would admit that the policy at that point of tin1e did not 

envisfl{Je getting all the details or gettin~ personal guarantee in all the cases . 

··~· 
...... 

49. The DMD, IDBI further stated that: 

"Sir, if I may clarify, and l should n_ot be misunderstood. The obtaining of personal 

guarantee is not mandatory. lt is not a policy to obtain personal guarantee in 

.each case, but in each case when a banker negotiates a security package, 

perso1'-ial guarantee is an essential part. We discuss with each and every item of 

security, and personal guarantee _is definitely discussed. Now when you are 

-.:i.Cllially setting up a new project, we, as bankers, are also interested in 

promoting those projects, in assisting and supporting those projects. If the project 

is otheiwise viable, it is going to catalyse investment in the country, whether it is 

middle l"evel project, large project or small project, it is going to promote 

employment, it is bringing in some capital from outside or it is being invested by 
entrepreneur, on overall consideration, if a promoter insists that he is not in a 

posit\on to give persona! guarantee, we many times let It go. This discretion is 

with the sanctioning authority, whether the san_ctioning authority is the 

management-eomrnittee or the BOard. Whosoever is tte·sanctioning authority, It 

decides on what terms the loan is to be sanctioned_" 

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

guafantees, 1he Com:nittee were apiJriS8d the fOllowing: 



--

"Sir, in the case of normal lending which banks do, ii is a commercial decision 

and the RBJ has no specific guidelines as far·as personal guarantees on general 

lending goes. But the moment, an account shows a sign of stress and when 

borrowers do come for restructuring or any ot11er request, it has become 

mandatory to obtain personal guarantee at that stage.". 

51. On being asked to provide details of the procedure for ascertaining net worth 

. /income of promoters of firms who gave pemonal guarantees at the time of giving loan 

and whether the Ministry agree ihat due to loopholes in the said procedure, complete 

recovery of dues could not be made_by SASF, the Ministry in their reply stated as 

under:-

"There is no specrfic procedure in this regard. However, as a step towards 

general prudence, the details of all movable and immovable assets along witl1 

tile details of liabillties, if any, of a: borrower/guarantor are noted by the lender, in 

order tb arrive al the net wortl1. The details of the assets are verified to the extent 

possible. Value of unverified assets ls excluded from net worth. Absence of such 
. . ' 

information makes it difficult to assess possible extent of recovery from the 

Borrower I Guarantor." 

Vlll. Recovery of Stressed Assets specially NLO cases with more than ~5 crore 

52. As per Audit, at the time of transfer of the cases to SASF by IDBI, the cases were 

clasSif1ed as _normal cases, suit filed cases and decree cases_ Over a period of 9 years, 

the Trust was able to settle 319 cases, resolve 101 c3ses and there were 211 

'unresolved cases_ 

53. Further Audit analysis in their Report indicated that out of 52 cases \Vilh NLO of 

1nore than Z 25 crore, 19_ cases were settled, nine cas_es were resolved and 24 cases 

remained unresolved. Further; out of the 319 settled cases, 300 cases were with NLO 

less than Z 25 crore indicating that the TruSt was able to settle SfIJall cases and a large 

nurnber'of big casos remained unsettled. _Ftirlher in the unresolved category, in 79 

• 
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cases with NLO of~ 625_32 crore, \he Trust could not recover any amount and tro1n the 

bal<Jnce 132 ccises it could recover only ( 396.75 crore against NLO of Z 2,380.37 

crone. 

54. The rvii11istry in their Backg1ound Note submitted for the Committee's sitting on 12 

July 2016 stated that during the period from October 2004 to Mcirch 31, 2014, 319 

accounts have been settled out of total 631 accounts. Further, during the period April 1, 

~014 lo March 31, 2016, 13 cases were settled. The Trust has been abl"e to settle these 
' . . accou11ts by way of settlement/assignment of dues/sale of assets. The rema1n1ng 

accounts consist of chrOnic NP As for more than al least a decade and are under various 

stages of litigation in Courts f Debt Recovery Tribunals. 

IX. Settlement below NLO 

' 
55. As per Audit, the recovery policy stipulated that valuation of the secured assets 

of the borrower should be carried out by a valuer engaged by SASF f other secured 

lender/Court. The policy also provided that value of security including collaterals 

available (on pro rata basis) as also amount of statutory liabllities anti workers' dues 

shall form the basis for settlement amount. Fresh valuation could be so_ught rf 
ctrc.umstances such as vintage of existing valuation, volatllity of-asset value, etc. so 

warranted. 'Where tile value of secunlies was sufficient to cover the dues, the 

~ endeavour was to recover the maxin1um amount 

56. Out of the- 34 settled cases examined by--the_ auOit, iii 13_ Cases the settled 

_a1nou11t_was more than the NLO by\ 163.63 crore and in 21 cases the settled amount 

was lower by\ 587.47 er ore as co1npared to NLO of< 1, 144.64 crore as shown below: 



Rs. in crore 
_, 

' 

Particulars No. of NLO Amount Settleme11t Total Excess 

cases recovered by way of settlement I•) I 

' upto 31 shares (4 + 5) additional 

March _ etc. H 
2013 recovery 

' 
(6-3) 

-
1 2 3 4 5 6 7 

' ' 

Recovery 13 246.3 7 409.40 0 60 410.00 {+) 163.63 

more than 

NLO 
' ' ' -

Recovery 21 1144_ 64 540.69 16.48 557.17 (·) 587.47 

less than 

NLO ' 
TotaJ 34 I 1391.l) 

' 

950.09 17.08 967.17 (·) 423.84 
' 

1 

57. Substantial short recovery (below NLO) occurred on large NLO accounts such as 

Mideast Integrated, Krishna Filaments, Pasupati Spinning and Weaving Mills, l.G. 

Petrochemicals. and Shree Rama Multilech Lid. The personal guarantees of some of 

the promoters of these firms were available with the Trust However, the Trust did not 

make Bfforts to ascertain the net worth J income of the promoters before arriving at the 

settlement smount Such settiements below NLO: without due regard to the financial 

capacity of the promoters, can be said to have actually benefitted the promoters_ 

58. Out_ of tl1e 21 cases, In 20 cases (except in the case of Krishna Vinyl Limited) 

personal guarantc(:ls were lakeri from the promoters f borrowers. However, no property 

details were available on records of.the Trust. The Trust also did not collect the income 

tax returns from the guarantors. 

• 
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59_ l"he !vl1nislry, vvl1ile repl111ng to the Audit, stated that the SASF h;:id accepted the 

violation of policy in certain Gases __ Ho1,'iever, since settlement had been sanctioned and 

amount received, there VJas no way lo- improve the setlleJnont amount fu1tl1er. The 

SASF, the lvlinistry assured in its reply, had noted the observations for eonipliance In 

future. 

60. As per Audi!, out of 15 resolved CllSOS selected by audit for exam1noition, in 10 

cases the settlenient amount I amount recovere~ was b~iow the NLO amount, 
' aggregating lo short recovery of Z 1,590.49 crore_ Out of 10 cases, in one case (SIV 

Industries Limited) valuation of assets was not done and consequently the share of the 

Trust was also not availf!ble. In the case of SJK Steels Plant Limilfid pro-rata share of 

the Trust was not available. Since the policy provided that value of Security ir1cluding 

collaterals available (on pro-rala basis) as also amount of statutory liabilities and 

workers' dues was the basis for settlement arnount, it was essential to carry out 

valuation to !trio-.;, the potential for -recovery_ The steel sector companies are the major 

defaul!e~ and the Trust has taken substantial hit For instance, in respect of Malavika 

Steel Lim_iled and Usha !spat limited promoted by Shri Vinay Rai and Shri Anil Rai of 

Usha Group, the settlement amot!nl is only'\ 41.78 crore (7.03 per cen() and Z 48.07 

crore (14.94 per cent) as against the NLO of'\ 594.54 crore and '\ 321.80 crore 

respectively. Tl1e Trust, in spite of having personal guarantees from the promoters of 

various borrowing companies did not try to .ascertain the net worth of the promoters so 

as to realtse optimum sum_ 

61. 011t of 10 coises discussed by the Audit in their Report at para 6.3, in one case 

viz. SIV Industries Limited no personal guarantees were obtainod: Out of the remaining 

'"- nine cases, only in one case (SJK Steels Plant Limited) personal guarantees with 

propeftY details were available. Jn the remaining eight cases, though personal 

guarantees were obtained, property_ defails were· not available on the records of the 

Trust. The Trust also did not coliect the_ income tax returns from the guarantors. 
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62. The ·Ministry in its reply to the Audit have stated that the SASF had submitted 

tl1at remedial_ measures were being taken wherever possible. 

63. Further out of.39 unresolv6d cases selected by audit for examination, in three 

cases (Triveni Glass limited, Ag Foods Limited and Dynamic Logistics Limited), the 

Trust recovered \' 58.?.1 crore against NLO of\' 47 .26 crore. In the remaining 36 cases 

the Trust could recover only< 150.54 crore against NLO of< 1,888.69 crore. The short 

rccoyery in these cases was<.' 1,738.14 crore. 

64. At !he lime of transfer of these 39 cases to SASF, in four cases d€cree was 

awarded and in 13 cases suits were filed. Out of 13 suits filed cases, only in two cases 

settle1Tlen! could be reached (one through OTS and other through sale of asset by· 

court) and the remaining 11 cases were still pending with the Coi.irts J Tribunals. Out ol. 

the balance 22 cases which were not under 'suit filed' or 'decreed' category at the time 

of tra~sfer, Hin~ cases are pending with Debi Recovery Tribunals I High ·courts, nine 

cases have been referred to BIFR, in two cases SARFAESI Ac! initiated and in one 

case SFC Act invoked. In the remaining one case, though compromise settlem1;int was 

approved, the same was not complied with by the borrowers. 

65. The SASF's web-portal inter-a!ia has stated as Under:-

• SASF has adopted a three pronged resolution strategy: 

• Debt Restructuring in respect af units, which are potentially viable under 
and-outside CDR mechanism. 

• · Compromise settlement viz. One time/negotiate.d settlement of dues 
where units have lost viability. 

• Legal measures by way of filing recovery. ·suit against the 
proiriotef/companies in DRT and taking over the units under the pr"ovisions 
of SARFAESI Act 2002. 

A fast tract systetn for resolution of assets has been put ln place by 
SASF.· 

·~------- --~-·--. 
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x_ Organisational set-up and Availability of Staff al SASF 

66. SAS!" is managed by a Board of T1us1ces {BOl") appointed by the Government 

- of India. The Board con-sisls of one Chairpeison, orie Executf\le Trustee and three 

members_ From 1 January 2013 onwards t11e posts of Chairperson and EXecu'iive 

Trustee have been mE.rged. Tlie Board of Trustees is assisted by one Chief General 

Manager, one Geneial Manager and 22 other officials_ 

67. AUdif observed that fro1n inception of the T1ust till December 2012, the posts of 

Chairman and Executive T ruslee -of the Trust were held by Chairman and Managing 

Direl'.-'\or and Executive Trustee respectivety of IDBI Bank Limited __ In addition, Deputy 

Managing Director of !DBI Bank Limited was the alternate Chairman and Trustee of the 

_BOT from 9 JLine 2011 to 31 December 2012. Thus for all practical purposes, the BOT 

of SASF in one way or the other was related to IDBI and that reflected a "revolving door'' 

.policy. Incidentally, it was.also noticed that Shri Shailesh Haribhalcti, partner of Mis. ' . 
Haribhakti & Co., Chartered Accountants, who verlficd J certified the stressed assets 

and loan documents of IDBI before transfer to the Trust was also a Trustee Oftlle BOT 

of SASF from 27 October 2004 to 8 June 2011. 

68. - As per Clause 1B[a) of the Trust Deed, IDBI at the request of SASF would make 

available adequate number of staff wITh requisite skill for administering the Trus1 

1owards the fulfilment of the purpose for which it was created. The salary and other 

perquisites were borne by IDBI. 

69. In this regard, Audit observed that: 

The Trust (2004)-had not 1nade any need based assessment of the employee 

requirements. 

• Number of offit:ia!s deployed was 50 in 2005 which came down_ to 24 in 2013. 

• The Trust made proposals (July 2012, October 2012, March 2013 and Aprn 

2013) for additional manpower on ad-/1oc b_asis_ The specific number of staff 



--

requirement was nol mer1tioned In the proposals sent. There was no written 

proposal pnor to July 2012_ 

• During 2005 to 2013, 121_ employees of the parent body IDBI were deputed at 

some point of tin1e or the other to serve the Trust 

• 62 out of the 121 (51 per Cent) employees had worked for Jess !har1 two years 

with SASF and out of !he 62 _employees, 25 had worked for less than one year. 

• Only 16 out of 121 employees possessed recovery experience. 

• -Slaff deputed to SASF included four officials against whom there wer,e 

disciplinary cases. 

70. As per Audit, as the recovery proces_s of SASF also involves negotiations and 

settlement of stressed assets, there was scope for discretioii. Further, these being 

stressed and difficult loans, staff with recovery experience needed to be deployed by 

IDBI to the Trust. However, only-16 out of 121 employees possessed the recovery 
' experience. 

71. It was noticed in audit that even though the Trust was expected to perform the 

onerous task of recovering doubtful _debts of~ 9000 crore. there was never any formal 

manpower planning and depiOyment. Apart fro~- absence of st8.bility of tenure of 

person_nel, manpower management was mostly done on an informal Oasrs, drawing 

personnel froni IDBI in an ad hoc manner. According to the Audit, it could be said 

judging from the management structure that the Trust acted almost as an extension of 

IDBI. 

72: - The Trust stated (August 2013) to tho Audit tll8l they had taken up the mE1tter 

with Ministry of Finance, Govcornment of India as well as with IDBI Bank Lin1ited 8nd 

IDBI Bank Limited had already posted seven officers_ 

73_ When enquired - about why_ thG manp6wer requirement- of SASF was not 

scientffically assessed <ind_ adequate manpower deployed. the Ministry in their reply 

(December2014) replied as under:-
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" The staff requile1nent at SASF had been assessed scientifically taking into 

account the nu1nbcr of cases handled by SASF at various levels Le., resolved, 

- unresolved -and chronic NPA cases_ Also HRD Adrnlnistralion, Legal 

Supervision, Statutory Matters, Accounts, MIS and Coordination work, etc. was 

also takGn into account for assessment of staff'requirernent by IDBI. SAS!' is 

currently posted With 1 CGM, 1 GM, and 5 DGMs, 9_ AGMs, 8 Managers a11d 4 

· AMs. As such, Cldeq·uate manpower l1as been posted lo SASF at various levels 

. on prope"r assessment." 

74. On being asked whether a neutral management with recovery experience would .. 

have done a better job, the f\ilinistry while furnishing year"wise recovery by SASF inter-

aha hss stated that :-

"T11e general management of affaii-s and business of the SASF Trust is vested 

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

_rePres\nt~tlves of IDBI_ IDBI is in corPorate lending and has had long experience 

in both rehabilitation and recovery. Further, the assets transferred to SASF were 

earlier dealt by IDBI and_ knowledge of induStr)r-ln general, of the asset 

specificall)' and continuity of management is essential for recovery of such 

stressed assets." 

75_ Further, On being asked if the Management of IDBI were competent to look after 

__ the NPAs then why was SASF created, the Ministry replies to this as under:-

"Jnitially it was thought that_ the full amount may be realized if a separate 

organisation :looks after rec~verles as IDBI Bank man8gemen_t would be b~sy in 

running of the Bank_ However, post i:;&AG Audit, a consid8r<id view has been 

taken that as losses are to be borne by IDBI Bank, they may look after SASF." 

76_ On being -asked what do the Ministry think on the aspect that an independent 

team trained in- re'3iization of NP As would have bee11 a- better choice for taking care -of 

the interests of the Government instead of the staff of IDB! Bank and did the SASF 



provided any training to the staff provided by the IDBI Bank, the Ministry replied as 

under·-

"At the time of formation of SASF, it was considered that IDBI was belier placed 

in terms of skill sets, _experience and understanding the intricacies involved in 

lending, restructuring and recovering from industrial units/sick· companies __ 

Therefore the services of deputed staff of IDBI was being utilized for recove1y of 

SASF accounts.· 

' 77_ On being further asked as to why was SASF repeatedly making staff proposals 

when IDBI Bank had pr6vided the staff scientifically and further why the details of 

recovery experiences of 67 officers not provided to the audit, the Ministry in their reply 

have submitted as under:-

"SASF has informed that IDBI has been providing sufficient staff to SASF since 

beginning. The requests for staff are sent from time to time for replenishment 

upon 'retirement, repatriation etc. The service records of all IDBI staff working 

with S/\SF were/are available for audit." 

78. Further on being posed with the query as lo why did not SASF instead of IDBI 

Bank interview the candidates as per their requirements, the Ministry in their reply 

furnished as under:-

" The responsibility of providing staff of SASF was given to IDBI Bank and it was 

not specified in the arrangement that SASF would interview the candidates_ 

Accordingly. prior to the modification in Deputation Policy of the_ Barik in Sept -

2011. officers were directly posted to SASF by the Barik after seeing requisite 

qualification and experience required by an officer for deputing tO SASF." 

XI. IDBI Bank's rising Non-Performing Assets (NPAs) 

79. On being asked the veracity of IDBI Bank's surge Jn bad loflns and oiber related 

issues, tile Reserve Bank Of India intcr-alia stated as under:-
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"II is a fact that 1Dl31. Bank Lt1f. hcis been placed under Prompt Corrective -

Action (PCA) on the basis of its financial position flS on December 31, 2016. 

PCA was initiated for IDBI Barik Ltd. In view of broach of two thresholds 

namely high Net NPA and negative Return on A.ssets (RoA) as on December 31, 

2016, as per tho revised fr"arnework on PC/\ and based on the analysis that bank 

was hot likely to improve the position in lv'larch 2017 as well_ Th8 Net NPA at the 

end of December 2016 al <'.'20049 crore constituted 9.61% of the net advances 

" and was in the second threshold of the PCA framework. As per the audit 

- financiar published by IDBI Barik ltd. G:1oss NPA and Net NP A.of the bank has 

been reported -at <'.44752 crore (21.25o/~) and <25206 crore (13.21°/D) 

respectively, as on March 31, 2017 compared t(l Gross NPA of ~4B75 crore 

(10.98°/o) and N_et NPA 0f<14643 crore (6.78o/o) as on March 31, 2016. Further, 

the Common Equity Tier 1 (CET1) at the end of December 2016 was at 7.42"!0 

8.nd as per !tie published fiiiancials of the bank as on March 31, 2017, the CET 1 

al 5.64o/~ -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." 
-- ~ 

······~~ .. 



PART .11 

-- OBSERVATIONS AND RECOMMENDATIONS 

INTRODUCTION 
The Report No.5 of 2014 of the C&AG contains the results of audit of Stressed 

Assets Sfublisation 'Fund (SASF), a Trust Created by the Government of India 

(Gol) to acquire" by transfer the Stressed Assets of lndustrial Development Bank '· 

of !ndia (IDBI) and for managing these assets with a view 'to recovering the 

amounts due on these assets. As of Mar.ch 2004, !DBI accumulated Non-

Performin9 Assets (NPA) stood approximately at t 9000 crore. The IDBI ceased to 

exist with effect from 1 October, 2004 and in its place IDBI Bank came into betng 

as an entity rilgistored under the Companies Act, 1956. The Government, as 

settlor, set up a special purpose ve_hic!e in -the form of a Trust and created the 

SASF for Stfessed Assets of IDBI in September 2004. TJ1e Government i11vested ~ 

9,000 crore in SASF in the form of Non-Interest bearii1g Government of India IDBI 

_Spe_cia! Securities 2004_ redeemable in 20 years. SASF assigned these Special 

Securities oft 9,000 crore to IDBI Bank, which in turn transferred NP As with Net 

loan Outstanding (NLO) of ~ 9,000 crore to SASF. In terms of the provisions of 

the Trust Deed, SASF is required to remit the amounts recovered out of the 

Stressed and Non-Performiiig Assets to tl1e Gol, and Gol at the end of February I 

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

surrender (for redemption) of Special Securities of equivalent amount SASF 

since October 2004 tl!I Finar1clal Year 2015~16_ has recovered and remitted to the 

Gol '{ 4,514 crore for redemption of the special securiJies and_ the balance 

securities that are yet to be redeemed are~ 4,486 crore (as on Maich 31, 2016). 

The Corrimittcc note that audit of SASF was entrusted to the CAG of India 

by the Ministry.of Finance in May, 2013 almost_efght yoars after the selfing up of 

the Trust. Audit has pointed out a number of deficiencies in managing the Trust 

including delay in entrusting the-Audif of SASF to C&A!}, inadmissible exchange 

of cases be_tween SASF and IDBI and ineffective personal guarantees owing to 
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absence of income a11d property details, riot ascertai11ing tho net worth/ income of 

the promoters -for settlir1g the accounts and short recoveries etc .. The 

examination of the subject by the Committee brought out several sho1:tcomi11gs 

which have been dealt with in the succeeding paragraphs. 

2. Expeditious recovery of Net Loan Outsta11ding (NLO): 

-Tl1e Committee note that SASF was created as a special purpose vet1icle to 

aCquire the· stressed assets of iDBI Bank and recover the NLO dues against these 

assets. At first, 636 Non Performing Assets {NPA)/ stressed_ loan assets with a net 

lo~n outstanding {NLOJ of< 9,004 croro of IDBI Bank was transferred to SASF. 

The Government then provided? 9,000 cror.i. to SASF which in turn was invested 

in "Government securities, redeemable _in 20 years and pledged back the 

securities with.IDBI. In this regard Government securities amounting to only Z 

' 4514 crore have been redeemed (FY 2015-16) against a balance of? 4486 crore. 

Further noting that the bulk of recovery{< 2608.29 crorc) was effected in the ii:iitial 

period of the Trust i.e. during 2005-06, 2006"07 arid 2007·08 (with highest 

-recovery of < 927.68 crore in 2006-07) and the recovery amount thereafter 

declined sigrlificantly since then indicate that the cases _left now are more 

complex: and dlfficull The Committee are of the- opinion that with the declining 

pace, the prospect for recovery of remaining NLOs seems to be bleak. The 

Cominittee, therefore, recommend that SASF 1nake all-out efforts on cases 

ponding recovery, engage specialized and experienced professionals/staff to 

·facilitate expEiditious settlement of all NLO cases within the_ maturity term of the 

Government securities. More importantly, the Governn1ent needs to monitor the 

progress made by SASF and speed-track the recovery of balance·NLO and make 

time!y inte111ention for any lapses noticed in the process. The Committee further 

~-e~om111~nd that the Ministry may form a high level Monitoring Cell which may be 

entrusted with the responsibility to review on monthly, quarterly and annual basis 

every aspect related to SASF towards meeting its stated objective. 
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3. DEolay in entrusting Audit of SASF accounts to C&AG: 

The Committee note that the Trust had requested C&AG in June 2005 to 

appoint an aUC!iior in pursuance of the provisions of the Trust Deed. Since the 

provisions of C&AG's Duties, Powers and Conditions of Service (DPC) Act 1971 

stipulate that the C&AG would undertake aiidit only- after receipt of a formal 

proposal from tl1e Ministry, SASF was advised to_ forward a proposal through the 

Ministry and the audit of SASF was entrusted to GAG by the Ministry, for the ' 

period 2004-05 to 2013-14, only in May 2013, that loo, after the intervention of the_ 

Mumbai High Court ii-t February 2013. Moreover, subsequent At1dit of the SASF 

_from 2014-15 onwards was-not entrusted to C&AG despitn their taking up the 

matter with the Ministry in January, 2014, February, 2015,_ May 2015 and February, 

2016. The Committee are aghast to o!Jserve that in spite_ of the request from the 

Trust in June, 2005, the Ministry deliberately did not pay any attention to make a 

fonnal requ~st,to the C&AG .for the audit of SASF. The Ministry .irose from its 

- pretentious slumber after long eight years in 2013, only when the Mumbai High 

Court directed them to do so. The conscious attltude of the Ministry is vividly 

clear from tho fact that they ignored similar requests of the C&AG repeatedly in 

Jan'uary, 2014, February, 2015, May, 2015 and February, 2016 to entrust the audit 

of SASF, The Committee took serious note of the lackadaisical attitude of the 

Ministry during the evidence and now as per the Ministry's submission the audit 

·of SASF for the period of-2013-18 has been entrusted to 'the C&AG. The 

Committee are of the considered view that the conspicuous delay to entrust -

timely Audit of SASF to the C&AG directly puts responsibility of the lapses rriade 

- by SASF during these years on the Ministry ... The Committee_ desire that the 

·-Ministry n1ay ascertain the reasons for the deliberate delays, on both occasions, 

in ·entrusting the Audit of SASF to C&AG; and fix responsibility on erring' officials 

_in b61h the cases. The Committca also note that Clause 17(a) of tho Trust Deed 

-slates tl1at "the accounts of the fund shall be maintained and audited by ttie 

C&AG of India". The Committee note from the C&AG's observation in this regard 

that tho provision of maintona11ce of accounts by the C&AG has been rnistaken!y 

-,_ -~ 

' 
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1i!aced as the C&AG only audits the accounts rircpared by the Excct1tive. The 

Committee desirf! that i1ecessary a1nend1ncnts may be incorporated in the Trust _ 

deed and may clearly provide for vivid and concise provisions -ii1 tho clause-so 

that no further mis-interpretation may be read in future. The Committee further 

desire that the MinistrY in order to seGure the interests of the Governn1ent take 

prompt and timely action in entrusting the audit to the C&AG, taking remedial 

actiOn on their observations a11d apprise the position' within six rnonths of the 

presentation of tl1is .Report 

4. Exi)enditure incurred on Trust administration 

The Committee note that as per Clause 18C of the Trust Deed, all the costs 

of administering the Trust are to be borne by the IDBI. However, tl1c expenditure 

of'{ 72.86 crG!_re for the period from 2004-05 to 2011-12 pertaining to safeguarding 

the. borrowers assets was reimbursed _to IDBI from t11e recoveries made from the 

___ -borrowers. The Committee are of the view that had the Trust been not 

established, _the expenditure on safeguarding the asset would have been_ borne 

_by the IDBI and moreover, there is no provision in the Trust Deed to recover such 

amount from the realization ~f Strilssed assets. The Com1nlttee observe tl1at the 

c,lause 18{c) of the Trust Deed categorically mentions that all costs of 

administering the Trust have to be borne by IDBI or its successors. The 

Committee. fi.lrther find that the Ministry had accepted the audit finding al)d 

iss_ued direction to IDBI in August 2014 itself to return the amount to SASF. 

__ '.:l_owever, IDBI only agreed to reimburse the amount only when -the matter was 

raised during the evidence of the Committee !1c!d on 17.7.2015 and finally 

reimbursed the amount on 8.7.2016. The Committee are dismayed to note that 

l_DBI took almost two years after the Ministry's directive and one year after their 

own. commitment to the Committee for reimbUrSing '{ 72.85 crore just before the 

second evidence was to be takicn.by the Committee. The Committee f9el that IDBI 

had deliberately ignored the e;x:pl_icit provision~ in the Trust Deed for bearing the 



cost of administering the Trust. It is further surprising tl1at, the Ministry also iook 

niore than 10 years. in deciding that IDBI Bank has to bear al! the expenses 

incurred on administering the TruSt. The Committee view With disappointment the 

;pathy.of the ·Ministry, SASF and the JOB! Bank towards the interests of the 

Government of India and earnestly -desire that the Ministry be prompt in its 

approaoh and clear instructions be issuei;! to the IDBI Bank that a!I the expenses. 

incurred on safeguarding borrowers assets may be borne by the Bank. 

5. Inadmissible Exchange of Assets and surrendering of securities 

for the losses on Exchanged cases: 

Tho Committee note that between September 2004 and May 2005, IDBI, IJy 

executing six transfer/assignment/transfer of mortgage deeds, assigned 636 

stressed asS"ets with NLO of "{S004 crore to SASF. IDBI Bank submitted {February 

2006!Aprll 2006) proposals to Go! for exchange of turnaround cases for other 

stressed assets. Exchange of c-ases was not permissible as the objective of 

formation of SASF was to take over the NPAsfpotential NPAs existing as on 

March 2004 only. The Gol intimated (May 2006} IDB! Bank that tl1e Stressed 

Assets Stabilisation Fund was created for a specific purpose, i.e., for s_tressed 

assets for tt1at point of ti1ne and it would not be proper to extend the scope and 

life of SASF. Despite this, the Board of IDBI Bank decided (June 2006) and Board 

of Trustees approved (24 June 2006) exchange of eight turnaround cases with 

NL-0 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 ca.sos. Auo;lit 

noticed that in eight cases, which were transferred to IDBI in 2006, against a total 

NLO of :f1522.29 crorc, tl1c recovery made was <1669 era.re. On the other har1d, 

{he position of the tl1rce cases transferred to the Trust against a total NLO of 

'<Z.1335·.zs crorc, the recovery n1ade wa·s just :f360.32 crore. Thus, this 

inadmissible exchange which was not approved by the Govei"nment of India, 

benefit!ed IDBI. On the assets transferred to !DBI, the recovery was even more 
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than·the NLO and on the assets received by the Trust in exchange, the recovery 

was rnini1nal. 

The-Ministry in their reply to the Audlt observation have stated that the 

exchange of assets was not Jn line with the objective and scope of formation of__ 

SASF and the Bank too_k a business decision_ in the interest of the Bank to save 

some stressed assets in which there was a scope for revival . Tl1e Corrim-ittee 

note fro1n the submission made by the !DBI Bank that Ratnagiri Gas & Power Pvt. 

' Ltd. (RGPPL) was set up to take o_ver and revive_ the assets of Dabhol Power 

· Com1Jany Project on th~ direction of Government of India. Further, the Ministry 

submitted that the restructuring wottld not have been possible with account 

remaining witl1 SASF as it had no mandate or capacity to provide additional funds 

to carry out day-to-day monitoring of the operation of tl1e accounts. The transfer 

of equivalent_ amount of stressed assets to SASF was done to bring about parity 

of exchange. The Committee arc dismayed to know that the- Ministry did not take 

immediate appropriate action at the time when SASF and !DB! exchanged assets 

·in violation of the Gol orders. The Committee note from tl1e reply of Ministry to 

the"1r specific query regarding tl1e exchange of assets that Ministry came to know 

about exchange of Assets only from the C&AG Report (i.e., exactly 8 years from 

the date of execution of transfer deed in June 2006 and the C&AG Report on the 

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

the same document has justified the exchange stating that SASF did not have 

mandate other than recovering the amounts due on the assets. The Committee 

arc shocked to note the confusing statements made by -tl1e Ministry on the isSue 

-of inadmissible exchange. The Committee while taking serious view of the 

decision of JOBI Bank and SASF to execute the transfer deed in Contravention of 

the Ministry's direction feel that the lackadaisical approach of the Ministry to 

-monitor_ the progress CTlade by the SASF and failure to follow-up on its ow11 

direction resulted in loss to the SASF. The Committee arc of the view that SASF 

should _have insisted on redeeming equal amount of bonds in exchange of 

stressed assets in case of RGPPL,, which was restructured. The Committee also 

took serious note of the inadmissible exchange. TJ1e MD &CEO, IDBI during the 



sitting of the Committee held On 12 July, 2016 r;ommltted ihat securities worth 

Z-1064,27 Crorei would be surrendered to the Gol. The Committee find that the IDBI 

Baiik has provided to s_urrender securitieS_ worth ~ 198.50 crore i11 last two 

q:tiarters upto Decemhet 31, 2016 and has assured that'lhe i-emaining securities 

'\!{Orth ~70.77 crore would be provide_d in the 'following 9 quarters. The Committee 

aro dismayed to note that despite repeated requests made by the Committee 

Secretariat to provide specific inforn1alion and their views of Ilic matter of 

surrender of securities, the Ministry has failed to respond. This shows the utter 

non-seriOtis attitude Of :the Ministry towa~ds managing the affairs of SASF with 

due diligence and promptness. !n view of lack of any inputs from ~he Minlstry on 

the matter, th!! Committee are of the considered view that the above request of 

IDB! Bank for surrender of securities· in installments may be considered by the 

_Ministry after reviewing the financial position of tl1e IDB! Bank and the Committee 

_may he-apprised of the same at the earliest. The Committee desire the Ministry to 

initiate an in~cpendent investigation into the matter and take penal action against 

the offic;ials of the Ministry/ IDBI Bank/ SASF responsible for taking action in 

violation of the directions of Gol resulting in huge financial losses to the 

exchequer. The Committee further reprimand the Ministry towards their non-

serious attitude in non-furnishing of desired information to the Committee and 

desire that recurrence of such instances be strictly aVoided and fix the 

responsibility against the concerned officials in the matter. 

6. Need- for transparent guidelines on obtaining· of Personal 

_Guarantees for loans: 

The Committee-note that no persona! guarantees were obtained by IDBI in 

eight c_ases, in 27 cases, copies of Personal guarantee were n_ot produced and in 

47 cases, prOp~rty details were not ava~lable against thD loans. Further,- the-re was 

no syst~m of obtaining copie_s of the income-tax retUrns and propert)r details of 

the guarantors. The Committee further 11ote_ that there w_as no mechanism to 

' ' 
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checl1 t\10 capability and competence of the guara11tors to give such guarantee in 

tf1e absence of-releva11t details or docu1nents. The Co1nmittee feel tl1at i11 absence 

of the property arid incomo· details of the g11arantors tlie personal gL1arantee 

obtained are of no use which is evident fron1 the failure of the Trust i11 enforcing 

these guarantees wl1ile making recoveries. The Committee furthor noto that no 

specific guidelines were issued by the Trust for treatment of persona\ guaiantees. 

ln many cases, the Trust did not collect the details of assets of the guarantors or 

·copies of their income"tax returns. The Co1nmittec ·observe that obtaining 
' personal gua~antee is not mandatory and RBI have no specific guidelines as far 

as personal guarantees on general leri_ding is concerned as it ls individual Bank's 

-commercial decision. The Committee further understand from the subniission 

made ciuri11g the evidence by_ the representative of the IDBI Bank that the policy at 

that time dici not envisage getting all the details or getting personal guarantee in 

all the cases. The_Co1nm_ittee are of the considered opinion that the instrument of 

personal gui,lrantee is an effective tool to prevent loans from becoming NPAs/bad 

loans as it acts as a deterrent for -those taking advantage of limited liability 

entities. The Committee exhort that lOBl shou\ci have initially taken adequate 

precautionary measures to safeguard its interests for recovery of loans thereby 

protecting the commercial interest of tho Bank. The Committee are of the opinion 

that had t11e SASF not failed in obtaining details of assets of guarantors, net 

worth of tl1e borrowers, Income Tax returns, affidavit of assets filed by the 

_guarantors in -the Courts I DRTs besides net worth certifieate by a Chartered 

Accountant and liability statements, maximum reeovery would have been assured 

- ~ithout any- comp-lexities. The cOmmittee note that tl1e Trust l1as revised the 

policy and stipulated the_requirement for furnishing full details .of the means of 

guarantors and desire that disciplinary action be taken against officials 

responsible for lack o_f seriousness in col!ectir1g the required collaterals and 

guarantees while san1:tioning the loans resulting in huge ioss to the exchequer. 



7. Rec.overy of NLO cases V\lith more titan ~25 crore: 

The Committee note that during the period from 1 October 2004 to 31 

flilarch, 2014, out of the total 631cases,319 accot1nts were settled, 'i01.cases 

resolved and 211 cases were unresolved. Subsequently, as per t!1e information 

r_eceivcd from the Ministry, during the period from 1 April 2014 to 31 Marcl1 2016, 

13 more cases were resolved and the Trust has been able to settle these 

accounts by way of settlementfasslgnment of duesfsale of assets. Further, Audit 

analysis in_dicated that. out of 52 cases with NLO of more than Z 25 Grore, 19 cases 

were settled, nine Gases were resolved and 24 cases remained unresolved. 

Furtl1er, out of the 319.sottlc;od cases, 300 Gases were with NLO less than Z 25 

crore indicating that the Trust was able to settle small cases and a large number 

of big cases remained unsettled. The Committee also observe that in 79 

unreso.lvcd cases, SASF have failed to recover any amount: The Committee have 

serious doubt that full recovery of stressed assets is unlikely as the remaining ' .. 
accounts consist of chronic NPAs for morn than at least a decade and are under 

various stages of litigation in Courts/Debt Recovery Tribunals. The Committeo, 

. therefore, imf>rcss upon the Ministry to revisit these cases and mak
0

c proper 

valuation of the assets and explore al! poss!blllties for maximum recovory Of 

NLO. 

8. Settlement below NLO a11d need.for proper valuation of assets, 

. securities and liabilities: 

The ·committee observe that :is per the recovery policy, valuation of the 

secured asSets of the borrower should be carried out by a va!uet engaged by 

SASF f other secured lender!Couri. The policy also provided that value of 

security including ·collaterals available (on pro rata basis) and also amount. of --

statutory liabilities and workers' duos_ shall form the basis for settlement amount. 

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

valuation, volatility of asset value, etc. so warrantod, Where the value of 

sec'urities was sufficient to covar the dues, the ei;ideavour should be to recover 

' 
' 

' 
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the 1naximum amount. Tl1e Co111mi\teo wl1ile takir1g note of the 21 settlod cases 

examined by Audit wl1ore sattlcn1ont amount was lowor by '{587.47 crore as 

compared to NLO of '1:"1144.64 crore, o!)serve tl1at substa11tial short recovery 

{below NLO} occurred on large NLO accounts. Although, personal guarantees of 

some Of the promoters of tho firms were available with the Trust, the Trust did not 

make efforts to ascertain th.e net worth/income of tl1e pro1noters before arriving at 

tho settlement amount, Thus suct1 s&ttlements below NLO, without assessing 

the financial capability of the pro111oters actually IJenefittcd the promoters. At the 

same time in 20 out of !lie 21 settled cases, perso11al guarantees were taken from 

the pro!llolers/borrowers, however, no pro1Jorty details were available on record 

of the Trust. The Comn1ittee are dismayed to note that in such cases tho Trust 

also did not bother to collect the inco1ne tax returns from tho guarantors .. 

In 15 resolved cases soleGted by Au_dit fOr exa1nination, in 10 cases the 

settlement an1ountlamount received was below t!1e NLO amount, aggregating to 

short recovehr of f1590.49 er ore as compared ta NLO of <2171.92 crore. In these 

10 Cases, on!y in one case personal guarantees ·with property details were 

·ava:irable and in 3:no'ther one case no j:)ersonal guarantees - were obtained. 

Further, in tho remaining eight cases, though persona! guaranteos were obtained, 

property details were not available on the records of ttic Trust The Trust also did 

not collect the income tax returns. f1·om the guara11tors. Jt is partiGularly noticed 

that in' this category, the steel sector companies are the major. defaulters and the 

Trust has taken a substantial hit In respect Of Malyika Stoel Ltd. and Usha !spat 

Ltd. the settlement amount is 011ly (41.78 crore and °{48.07 crore as against the 

NLO of <594.54 crore and (321.80 crore respectively. lt is really surprising that in 

both the cases, the Trust, inspite of having personal gi.iai-afitees from the 

promoters of various b:orrowing companies did not try to ascertain the net worth 

Of the promoters to realize optimum amount. 

In 3,~ .. 01;1t o_f ~he 3~ unr~solved cases Sii!l,ecterj by Audit for examination, the 

Trust could recover only <150.54 er ore against NLO of (1888.69 crOre. The short. 

·. recovery in theso cases was to the tune of <173.B.14 crore. The Audit analysis of 
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tlie shortlisted 39 cases reve?I tt1at in 11 cases personal guarantees were taken 

from the promoterslboi'rowers and only ii) four cases property details were 

_available and the Trust also did not.colfeCt the in-come tax Teturiis from t11e 

- guarantors. Furthor, the Committee note that inost of these cases may be sub 

judice, referred to BIFR or initiatedlinvok_ed under SARFAESI Actl SFC Act. 

The Commltlee, while looking at the cases take note of the fact that there 

are substantial number of cases where recovery has been made below NLO. The 

Committee express strong displeasure and direct the Ministry to look _into all 

such _cases wl1ere settlement below NLOs have been approved and fix 

responsibility of the officers responsible for the same. The Committee also desire 

to kn Ow wh'ether the Trust's guidelines were in consonance of Gal/RBI guidelines 

laid from time lo time and whether any provision for settlement below NLO was 

placed before and overseen by the Ministry. The Committee desire that the 

Ministry may investigate and ascertain v1hether Trust officials, involved in the 

cases, settle"d without determining the value of assets, arn in connivance with the 

bori-owers/ promoters and if so, take stringent action against the erring officials. 

_The Committee further desire that CBI_ enquiry-may be instituted to go into the 

entire gamut of ovents with a view to unearth criminality in the lapses on the part 

(_)f the officials where short recovery was accepted. 

The Committee further r'ecomm-end that since the remaining cases are 

-more complicated in nature, the Ministry may, under !ts aegis, directly oversee 

the progress made in_those cases by forming a Coordination Committee. The now 

appqintmenfu to the Trust also may be made only after ascertaining their past 

reCord and t!1at the official has no .affiliation with the borrowers.: T!1e Committee 

further recommrind that a!tl1ough the focus should entirely re1nain towards full 

recovery !ram eliery asset, considered view may be _taken in genuine cases. Tlie 

Corilmittee further desire that _the SASF's stated three pronged resolution 

- strategy of Debt Restructuring, Compromise settlement and Legal n1easures 

along-with fast-track system may be timely monitored and reviewed by the 

Ministry. 

• 
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9: Organisational set-up, Manpower pla11ning and deployrnent of 

staff in SASF: 
The Committee note that SASF is 1nanaged by a Board"of Trustees (BOT) 

appointed by the Central Government. The Board has one Cl1airperso11, ono 

EXecutive Trllsfee and three Members. Sincc 1 January 2013, the posts of 

_Chairperson and Executive Trustee were merged. The Board of Trustees is also 

assisted b)r one Chief General Manager, one General Manager and 22 officials. It 

is seen that from_ the inception of the Trust till December 2012, the posl!i of 

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

Managing Director and Executive Trustee respectively of IDBI Bank 

Limited. Besides, Deputy Managing_ Director of IDBI Bank Limited was tl1e 

Alternate Chairman and Trustee of the Board of Direclnrs from J11ne 2011 a11d 

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

- SASF, in on~ way or the other, was related to IDBI which reflected a "revolving 

door'' policy. The Committee is also surprised to observe that a partner of the 

Chartered Accountants firm, who certlffeQ the stressed assets and loan 

documents_ of IDBI before transfer to the Trust, was also the Trustee of Board of 

Trustees of SASF from October 2004 to June 2011. 

The Committee note from _the reply of the Ministry that the BOT entrusted 

with general management of affairs and business had 3 eminent professionals 

and 2 representatives of IDB!. Acc:ording to the Ministry, since !DBI had long 

experience in both rehabilitation and recovery and the stressed assets 

transferred to SASF were earlier dealt With by IDBI, it was folt_th_at continuity of 

n1anagernent is essential for rocoVery of such stressed assets having !011g 

experience in both rehabilitation and recOvery. The Ministry in their further 

submission have sta_ted that initially it was -thought that the full amount may be 

~e:ltizcd if SEipara.te -0rganiZation_lo,oks after recoverie~ as !OBJ Bank management 

Would be busy in running of the Bank. However, post C&AG Audit, a considered 



viev1 hs.s been taken by the Ministry that as losses aro to be borne by IDBI Bank, 

they may look after SASF. 

The Committee are of the considered view that the IDBI has <:n over-riding 

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

SASF would have been able to achieve better results. Further, tho powers 

delegated to the Committee of Officers {COO), Executive Committee (EC), Board 

of Trustees (BOT) and Screening Comn1ittee (SC) may be thoroughly revamped 

by the Ministry keeping in mind that the cases l~ft with recovery a"re more 

complex and tricky and need to be dealt ·with more focused attention. _Also, 

before appointing a partner of the Chartered Accountants Firm which verified a11d 

certified tho stressed assets, as Trustee of SASF, the Ministry may look into the 

is_sue of conflict of interest, any financial consequences considering their earlier 

·in.volvement with IDBI, complicity in- its appointment and take appropriate 

disciplinary acti.on against the responsible officials of the Ministry/IDBI. 

' The Committee further note that the Trust di.d not niake any realistlc and 

scientiflc assessment of requirement of manpower for its functions. The number 

of officials deployed was 50 in 2005 and came down to 24 in 2013. Tl1e Trust 

-· made proposals during different periods for <1ddltlonal manpower on ad·hoc 
basis, though tl1erD was no written·proposal. During 2005 to 2013, 121 officials of 

the parent body, !DBI, were deputed at some point of time or othor to serve the 

Trust. 62 out of 121 employees worked in Jess than two years with 

SASF. Similarly, out of 62 officials, 25 worked for less than 011e 

.year. Interestingly, only 16 out of 121 officials possessed recovery e.i;:perience 

and four officials who have been deputed by IDBI were faci_ng disciplinary 

proceedings. 

The Ministry submitted that the SASF had scientifically assessed the staff 
. . 

requirement at SASF taking into account the number of cases handled at various 

lev"eh>"l.e., rEisolved, unresolved and chronic NPA cases. The response of the. 

Ministry needs to be seen in the light. of frequent proposals for manpower 

rcquirernent indicating that the assessment was inadequate and unscientific and 

. .-.~ .. ">.o.- .--.-. ···~~··, 
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there wore no written proposals prior io Jul}' 2012 indicating that ihe proposals 

made by SASF.were on ad-hoc basis. 

The Committee further deplore the app"ointnient of staff who were 

inexperienced and ui-itrained in corporate baoking and recovery of stressed 

assets. The Committee also note that the interviews for deputation in SASF were 

conduGted by the IDBI and not by the SASF. The response offhe Ministry tl1atthe 

responsibility of providing staff to _SASF was givon to IDBI Bank and it was not 

specified in the arrangement that SASF would interview the candidates. Fu_rthcr, 
' . 

the officers-wore directly- posted in SASF by ~he Bank after seeing requisite 

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

Committee are of the-firm view that the staff with SASF were not sciontifically 

placed as frecjuent staff proposals were 1nade. The Commltteo are of the view that 

an independent team trai11ed in realization of NP_As would have been a better 

- cl1oicc for taking care of tho interests of the Government. The Committee feel 

that the nonlrc<ilisation of balance NPAs may be seen as non-11erformance of 

·sASF owing to t!1e temporary organizational set-up and inadequate manpower 

- deployment at the SAS!', -The Committee opine that the recoveries arc majorly 

d~pondant on the efficiency of the officials deployed for recoveries and therefore 

incentives should be given for good performances. The Committee desire that tho 

existing manpower deployment 1nay be revieinted in a sciontific manner and staff 

with dynamic ex:perie_nce and expertise in recovery of unresolved and .chronic 

NPAs be placed/engaged at the disposal of SASF for_ optimum recovery of 

balance NPAs. 

10. IDBI Bank's rising Non-Performing Assets (NPAs) 

The Comm!tteo note that the RBI has placed JOBI Bank under -Prompt 

Corrective Action (PCA) on the b_asis of the IDB! Bank's financial position as oil 

December 31, 2016. The Committee further note that as on December 2016 the 

_Net NPA at Z2D949 constitute 9.61 per cent of the ·net advance of IDBI Bank. 

Further the increasing Gross NPA arid Net NPA of JDBJ Bank at ~44752 crore 
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{21.25 per cent} and Z2520S crore (13.21 per cent) respectively as on [l/iarch 20_17 

as compared to Gross NPA of ~24875 crore (10.98 per cent) and Net NPA of 

~14643 {G.7B per cent) as on March 2016, are indeed alannlng. The Committee are 

shocked to note that in less than 20 years after the Government cleared the 

Ba!anco SJ1cet of JDBI, it has again fa!len into the debt _trap of NPA. The 

Committee are of the considered opinion that the huge NP As of the Public Sector 

_Banks point towards their faulty lending policies. The Commlttne observe that the 

creation_ of SASF, mergers, capital i11fusions are not able to address the problem 

of rising NPAS and now the Governrnent would have to think innoVatively for a 

long- term solution. The Committee, therefore, desire that after analyzing the 

sectors where NP As are rampant, insurance of the loans may be made mandatory 

for those sectors and since personal guai:antees and securities are also not 

yielding desired results professional bodies rnay be engaged for underw1·itlng t11e 

loans and the collaterals should be mandatorily insured. The Committee while 

acknowlcdgifig that this wil! increase the cost of loans, desire that incentives may 

be offered, ai: the time of payment of last i11stallment, for tho borrowers Who pay 

off their loans timely. The Committee exhort that exemplary p_unishments should 

be awarded to the officials who work in tandem with big corporate and siphon off 

the money of public exchequer without adequate collaterals or persOnal 

guarantees. 

NEW DELHI; 

29 Mav. 2017 

B Jyaistha, 1939 (Saka) 

-------. ---- - ~~·-,< •' - --= ·--

SHRl MALL!KARJUN KHARGE 
Chairpe-rson, 

Public Accounts Committee. 
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Confide11ti<1l 

MINUTES OF Tl-IE FOURTH SITTING OF THE PUBLIC ACCOUNl"S 
COMMITTEE (2015-16) HELD ON 17 JULY, 2015. 

The Committee sal oil Friday the 17 July, 2015 from 1130 hrs. lo 1400 hrs. m 
Committee Rooni 'D' , Parliament Hout.e Annexe, New Delhi. 

PRESENT 
Prof. K. V. Thomas Chairperson 

MEMBERS 

LOK SABHA 

2. Shri Gajanan Kirtikar 

3. Shri Bhartruharl Mahtab 

4. Shri_ Dushyant Singh 

5. Shri Janardan Singh Sigriwal 
' 6. Dr. Kirt! Somaiya 

7. Shri Anurag Thakur 

8. Dr. P. Venugopal 

RAJYASABHA 

9. Shri Vtjay Goel 

10. Shri Shubaneswar Kalila 

11. Shri Sukhendu Sekhar Roy 

LOK SABHA SECRETARIAT 

1. Shri A. K. Singh Additional Secretary 

2. Smt Anita B. Panda Director 

·• 3. " Shri T. Jaya Ku1nar Additional Director 
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REPRESENTATIVES _FROM THE OfFICE O~ 1'l1E COMPTROLLER ANO 
AUDITOR GENERAL-OF INDIA 

1. Shri P_ Mukherjee Dy. CAG 

2. Shri P_K_ Mishra Director General (Commercial) 

3. Ms. Shubha Kumar Director General (RC) 

4. Sl1n A.M. Bajaj Principal Director (ESM) 

5. Ms. Roop Rash[ Member Audit Board 

-REPRESENTATIVES OF THE MINISTRY OF FINANCE (DEPARTMEN1' OF 
FINANCIAL SERVICES) 

1 _ Dr. Hasmukh Adhia Secretary, Department of Financial Services 

2. Smt_ Sf,lehlata Srivastava AS, Department of Financial Services 

3. Mol1d. Mustafa JS, Department-of Financial Services 

4_ Shri Rajesh Aggaiwal JS, Department of Financial Scrvloes 

REPRESENTATIVES OF VARIOUS BANKS. 

1. Shri B_ p_ Sharma MD&CEO, Bank of India 

2. Shri Ranjan Dhawan MD&CEO, Bank of Baroda 

3. Smt. Arundhati Bhattacharya Chairman, State Bank of India 

4. Shri Gauri Shankar MD, Punjab National Bank 

5. Shri B.K. Batra DMD, IDBI 

6. Smt. Meena Hemchandra ED, Reserve Bank of India 

. 7. Shri S.C. 1"1ishra CGM, Reserve Bank of India 

2. At ihe outset, the !--lon'ble Chairperson welcomed the members of tho Committee 

followed by a briefing by the C&AG officials IQ tl1e n1en1bers of the Cor11mitlee on th"e 

subject 'StresSed Assets Stabilization Fund (SASF) regarding IDBI Bani( a11d .Non_ 
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Perfor1nir1g Assets tn ofr,er Banks' bcised 011 Audit Report l~o. 5 r,f 2014 and issuE:s 

involved therein. 

3_ After the brlofing, tl1e wilnesses·v;ere called i11. 1 he Hon'ble Cl1fl1rpe1so11 V.'e\comed 

the rcr,r_esentatives of the Minist1y of Finance (Department of Financial Se1vices), the IDBI 
Bank, State Bank of India, Punjab National Bank, B;ink of India and Bank of B<iroda ;ind 

made tl1e following observations: 

(i) Revolving door policy adopted in the SASF as Board of ·r rustces of SASF 
was related lo the IDBI in one way or another. 

· (ii) Non assessment of manpowef requirements, deployment of staff on adhoc 
basis majority of whom did not have recovery experience and deputation of 
officials facing disciplinary proceedings_ 

(iii) No formal manpower planning and deploy1nent of officials of !081 
responsible for the NP As. 

{rv) Gross_ negligence 111hile invoking personal guarantees given by the 
promotei"s/ borrowers and 11on collection of the supporting documents such 

._as·income tax returns at tlie time of accepting personal guarantees_ 

(') 

(vi) 

(vii) 

(viii) 

(ix) 

(') 

(xi) 

(xii) 

Action taken by the \DBI against officia1s responsible for not obtaining 
_ personal guarantees al the tin1e of loan disburse_ment. 

Norms app!ied by various Public Sector Banks for obtaining and invoking 
persona\ guarantees. 

Present status of tlie reimbursement of the ad1ninislrative expenses and the 
likely date by whicli the IDBI would reimburse the expenses. 

Indirectly enrich"1ng the IDBI Bank through exchange of eight tum around-
cases for three fresh cases in -violation of both the Trust deed and 
Government's orders eventually resulting in a loss of Z 973_68 crores to the 
SASF. 

Present status and clarificat1on whether the IDBI has taken back the three 
exchanged asse~ which were given by them to the SASF in exchange_ 

Substantial shoit recovery on large NLO accounts as the fiet worth of the 
promoters/ borrowers was not ascertained. 

Retention of Z- 66.04 crores by IFC! without any JUstificatiOn thereb)< Putting 
SASF al loss. 

No action_ by the Trust against ARC!L for non payment of balance amount to 
the tune of'<-5.39 crores. 
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(xiii} Inordinate delc.y 111 o:uctioning of the property by SASf_ 

(xiv) Alfegation by Debt Recovery Tribunal that tl1e Trust was not pl1rsuing the 
recove1y proceedings wtth required seriousness and was entailing a noiioncil 
loss of~ 30- lakhs every month on account of interest. 

{xv) C!arificatioii whether the loopholes in invoking personal guarantees, 
valuation of aSsets . ascertainment of net-worth of promoters -etc can be 
plugged at this s!age_ 

(xvi) Discreet investigation by the appropriate authorities for aScertaining motive 
of-officers in protecii11] tlie interests of the promoter& 

(xvii) Investigation by the CVO of the Ministry to rule out the possibility of the 
officers working in connivance with the promoters. 

•••• •••• 
•••• 

6_ Thereafter, the Secretary, Department of Financial Services, introduced himself and 

liis colleagu<'is 8nd briefed the Commtttee about tile efforts made by them on the issue_ 

The members then sought clarification from the representatives of !he Ministry and various 

Banks on some important aspects of the. issue including invoking personal guarantees, 

lack of r_ecovery experience in the employees, RBI guidelines in respect of personal 

guarantees, practices followed by other Banks, discretion of the banks in obtaining 

personal guarantees, officials responsible for waiving off the personal guarantees, 

incorrect appraisal of the listed companies, present status of exchanged assets 

particularly Ratnagin project, recovery percentage of other asset management companies, 

, increase in GNPA ratio of the PSBs, poten(jal stress in banking sector, weakened core 

operations of the banks and tfeatment of w1llful defaulters. 

7. The officials of the IDBI Bank gave clarification on few of the points raised by the 

members and stated .that the IDBI would be reitnbursing the administrative expenses 

within next few days, the IFCI is being pursued to reirnbur_se _the costs and that the 

exchange of assets waS triggered by the Government of India's directive to rehabilitate 

Ralnagiri Gas and Power Private Limited_ The GMO, Stale Bank of lndia discussed at 

length the reasons for the increase in the NP As of tile PSBs. The Secretary stated that the 

Ministry hBs not yet taken a view on the IDBl's contention !11al as per th9 agreement the 

gap in recovery would not be taken by tile IDB\_ 

• ,· 
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8. l-l1e !-lon'ble Chairperson then tl1anked the representatives of tt1e IViinistry and the 

!33nks for thlO free and frank d1scu.ssion and asked them to furnish replies lo the 

quef.\ionfiaire that \1Vould be sent to then1 shortly. 

The witnesses then withdrew. 

A copy of the vorbalim proceedings of the Sit ling was kept on record 

The Committee then adiourned . 
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3. Shli Nishikant D_ubey 
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' 
5. Shri Bhartruhari Mahtab 
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7. Shri Abl1ishek Singh 

6. Shri Anurag Singh Thakur 
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1 Shri Naresh Agarwal 

2. Shri Bhubaneswar Kalila 

3. Shri Shantaram "Naik 
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LOK SABHA SECRETARIA.f 

1. Shri A. K Singh Addi\ional Secretary 

2. Shti SukhiChand Chaudhary Joint Secreta'~ 

' Shri T_ Jayakumar Director 

4. Sm! Bharti Tuteja Depu\y Secretary 

-REPRESENTATIVES FROM THE OFFICE OF THE COMPTROLLER AND; 
AUDITOR GENERAL OF_INDIA 

1. Shri H.Pradeep Rao Dy. C&AG cum Chairman (Commercial) 

2. Shri V. Kurian Director General {Comm8rcial) 

' Smt Parma Sen Principal Director (Commercian 

4. Ms. Ro0p Rashi Principal Director {Com1nercial) 

--REPRESENTATIVES FROM MINISTRY OF FINANCE (DEPT OF 
-FINANCIAL SERVICES) AND IDBI Bank -

1. Snit. Anjuly Chib Duggal Secretary, DFS 

2. Shri Girish Chandra Murmu AS 

3. Mohammad Mustafa JS 

4. Shri Kishor Kharat MD&CED, IDB! Bank 

5. Shrl Aloke Sengupta CGM, IDB! Bank 

2.' : At the outset, the Hon'ble Chairperson welcomed the Members, tlie Comptroller 

- and Auditor-General of India, the SeC!"etary, t"1inislry- of finance-(Departrnent of.Finani:::ial 

Services}, the' MD&CEO, lDBI Bank and other representatives of the 1"1inistry·arid IDBI 



--

--- --

B<1nk io the sitting of the Committee, apprising that !lie silting has boen convened to hezr 

the views Of the Ministry of Finance and IDB! Bank subsequent to their furnishing of tl1e 

action taken replies on the points raised by the Committeri in its sitting of 17 July, 2015 

on the subject "Stressed Ass8ts Stabilisation Fund (SASF)" based on C&AG Report No.-

5 of 2014. In the opening remarks, drawing the attention of the" Secretary, Department 

of Financial Services {DFS) and IDBI Bank to the Audit scrutiny of the subject, the 

Chairperson highlighted glaring issues which· inler-_a/ia revealed number of deficiencies 1n 

the functioning of the Bank including (i) incongruous provision of maintaining of accounts 

by C&AG despite it being relieved of the function of compilation of accounts since 1976; 

(ii) the Mumbai Hlgh Court's intervention in May; 2013 on the delay of eight years to 

entrust the audit of SASF to C&AG and on subsequent delay in forwarding formal 

' propos,al lo C&AG despite issuance of reminders and sought explanaUon from the 

Secretary, DFS thereon; (iii) issue related to cost.of ad1ninistrating the Trust that was to 

be borne by tl1e IDBI Bank; (iv} present status on inad1niss1ble exchange of assets as 

raised in parii. 3.1 of the Report; (v) cases where no settlement was reached with the 

borrowers and dues still pending recovery; (vi) specific enqL1iry on 101 resolved and 211 

unresolved cases involving Net Loan Outstanding (NLO) of Rs.2,498.83 crores and 

' RS.3005.69 crores respec!ive!y and scrutinizing of solective personal guarantees " 
' 

wherein no-system was evolved for obtaining copiE!s of income-tax returns and property 

details of the guarantors. On_ this, the Chairperson asked the copy of tl1e para to be 

extracted and sent the same to the Ministry of Finance for appropriate action; (vii) isslie 

of quoted/unquoted shares under the provisions of the SASF Trust Deed; (viii) scrutiny 

of the 88 cases_selected by the audit wherein explanatiDn was sought_ fron1 the 

---. - .~ ------ ---~· ~~ 

-' 0 

.,., ____ _ _ _____ , 

' 



Secrela1y, Dl'S on reasons for allovvir1g acquisition of eriuity in seiilemenl of dues 

Thereaftor, the Chaiq)erson asked the Sccreta
1
ry, DFS lo give a brief ac-.count of the 

latest status of the lollovv-up remedial action taken on the Audit findings and 

improvements effected so far_ 

3 The Secretary, DFS, thereafter, briefed the Committee about the efforts made by 

.,.. them on the issues raised by tl1e Audit in the Roporj:. The Secretary affirmed that an 
' 

• 

amount-of Rs.72.86 crore towards cost of administering tl1e Trust has been p<ild by the 
' 

- IDBI and the remaining amount of Rs.1064.67 _crore on account of exchange ol assets 

would also be paid by tl1e latter. The same was also conf1nned by the MD&CEO, IDBI 

Bank in executing the directions issued to them by the Ministry on these amounts. 

4. The Secretary, DFS and IVID&CEO, !DBI-Bank, throreafter, responded to various 

' 
queries and clarifications sought by the llllembers on issues specific to tlie Audlt findings 

- on the Report_ 

5. The Chairperson also asked the Secretary, OFS to furnish wrttten replies to the 

points/issues which could not be answered within 10 days as the Report on the subject is 

Ukely to be presented in the ensuing Monsoon session of Parliament 

6 . The Hon'ble Chairperson then thanked the representatives of tlie Ministry _and 

IDBI Bank for appearing before the Committee and furnishing the valuable information 

on several issues on the subject 

, The witnesses, then, withdrew. 

A verbatim copy of the proceedings_ has been kept on record. 

The Committee, then, ad1oumed. 
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2. Hon'ble Chailperson welcomed the tv1en1bers ;ind stat"ed thl!t thco draft roport on 

"Stressed Assets Siabilizat1on Fund based on C&AG Report No. 5 of 2014".v;hich was 

circulated in -advance may be taken up for consideration and adoption. !\/\embers 

suggested certain changes to be incorporated in the report. 'fhe Committee then 

't authorized Hon'ble Chairperson to present lhe report to Hon'ble Speaker, Lok Sabha after 

'cv incorporating the arnEfndments suggested by !hem. 

' 
PART-II 

3. The Comniittee then took up for examination of Para 12.1, Chapter Xll of Report 

·No. 11 of 2016 relating to Ministry of Micro, Sn1all a11d lvledium Enterprises for 

examination. 

'""*' ••••• . ... , 
' A copy of the v.erbatim proceedings of the Sitting was kept on record 

The Committee then adjourned. 


