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Title: Discussion on the motion for consideration of the Enforcement of Security Interest and Recovery of Debts Laws
(Amendment) Bill, 2011.

MR. DEPUTY-SPEAKER: Now the House will take up item no. 11.

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Mr. Deputy-Speaker, Sir, I beg to move:

"That the Bill further to amend the Securitisation and Reconstruction of Financial Assets and Enforcement of
Security Interest Act, 2002 and Recovery of Debts Due to Banks and Financial Institutions Act, 1993 be taken
into consideration."

The Enforcement of Security Interest and Recovery of Debts laws (Amendment) Bill, 2011 was introduced in the 15t Lok
Sabha on 12t December, 2011. ...(Interruptions)

The Banks and Financial Institutions (FIs) were facing considerable difficulties in recovery of defaulted loans on account of
delays in disposal of recovery proceedings. The Government, therefore, enacted the Recovery of Debts

Due to Banks and Financial Institutions (RDDBFI) Act, 1993 and the Securitisation and Reconstruction of Financial Assets
and Enforcement of Security Interest (SARFAESI) Act, 2002 for the purpose of expeditious recovery of Non-Performing
Assets (NPAs) of the banks and financial institutions. Certain difficulties are being faced by the banks in conducting the
recovery proceedings under the above two Acts. The Government, therefore, proposes to bring in certain amendments in
the two Acts. ...(Interruptions)

The proposed amendments are mainly aimed at streamlining the process under the SARFAESI Act and the RDDBFI Act by
making provisions for transfer of proceeding in the name of ARC as the assigning of the financial asset on joint filing of
notice by the originator bank and the ARC; reducing the requirement of agreement by secured creditors representing three-
fourth of outstanding amount to 60 per cent of outstanding amount; grant of refund of fees in case settlement is reached
before the final order is passed; a time limit of 30 days for filing return statement and limiting the number of adjournment.
...(Interruptions)
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At this stage Shri Shailendra Kumar, Shri Raghuvansh Prasad Singh and some other hon. Members came and stood on the floor
near the Table

...(Interruptions)

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): The proposed amendments would enable banks to improve their
operational efficiency, deploy more funds for credit disbursement to retail investors, home loan borrowers, etc. without
fearing for recovery, thus bringing about equity. If effective recovery means are available to banks/FIs, they will be able to
widen the borrowers' network, thus bringing in more population under the ambit of banking industry. In order to have a
positive impact on the reflection on NPAs on the balance sheets of the Banks and Financial Institutions, it is imperative that
the provisions of this Bill are brought in force. ...(Interruptions)

Thus the enactment of the Bill would strengthen the recovery mechanisms of banks and financial institutions and facilitates
reduction in the level of NPAs.

I would request the Members to support the Bill. ...(Interruptions)



MR. DEPUTY-SPEAKER: Motion moved:

"That the Bill further to amend the Securitisation and Reconstruction of Financial Assets and Enforcement of
Security Interest Act, 2002 and the Recovery of Debts Due to Banks and Financial Institutions Act, 1993 be
taken into consideration."

...(Interruptions)

MR. DEPUTY-SPEAKER: The House stands adjourned to meet again at 2.30 p.m.

PROF. SAUGATA ROY (DUM DUM): Sir, I am on a point of order. ....(Interruptions)
FIHMAfT #7BCA 1 grIod Sff, v frere d5 Strsg

PROF. SAUGATA ROQY : Sir, my point of order is quite simple. The hon. Finance Minister has brought the Enforcement of
Security Interest and Recovery of Debts Laws (Amendment) Bill, 2011. This Bill was put before the House long time back.
This Amendment is in two different Bills. One is the Securitisation and Reconstruction ofa€;.

MR. CHAIRMAN : Before that you please tell me under what Rule you are raising this issue.

PROF. SAUGATA ROQY : Under Rule 74 — What is the motion to be moved before a Bill is taken up. It may be taken into
consideration. It may be referred to a Select Committee of the House. It may be referred to a Joint Committee of the
Houses. It may be circulated for the purpose of eliciting public opinion.

Now it has been the custom and convention of this House that whenever a Bill is introduced, after that it goes straight to
the Standing Committee of the House. There is a Standing Committee on Finance. The hon. Minister has got another Bill,
that is, Banking Companies (Amendment) Bill. That was sent to the Standing Committee. The Standing Committee under
the Chairmanship of Shri Yashwant Sinha has submitted the Report. We shall be discussing it next week. This Bill was not
sent to the Standing Committee.

I do not understand what is the point in violating the convention of the House of getting the opinion of the Standing
Committee. This is a serious Bill. Assets reconstruction is allowed. They are including multi-State cooperative banks. Why
are we by-passing the Standing Committee and discussing the Bill all of a sudden? What is the hurry in passing the Bill?

Sir, you are totally aware of the Rules of the House and as Chairman of the Privileges Committee you also guard the
privileges of the Members of the House. As a Member of this House, I seek your protection that I feel that the hon.
Standing Committee do consider this Bill. You fix a time for them to submit a report and only after the Standing Committee
on Finance has submitted its Report, should we take up this Bill in the House. Otherwise, if we start violating it then
everyday one Minister will bring a Bill saying that it is very urgent, there is no need for the Standing Committee and we will
pass it in the House. Sir; it is taking away the rights of the Members of the House for detailed deliberation on the quality of
the Bill.

Sir, I want your considered opinion on this matter.
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MR. CHAIRMAN: That issue has been raised.

...(Interruptions)

DR. RAM CHANDRA DOME (BOLPUR): Sir we also demand that this Bill be referred to the Standing
Committee...(Interruptions)



MR. CHAIRMAN: Mr. Dome, I have to give a ruling, you please take your seat.
...(Interruptions)

SHRI BHARTRUHARI MAHTAB (CUTTACK): This Bill was introduced in 2011 and this is 2012. Within last one year this was
never referred to the Finance Committee. Today when it was listed we brought it to your notice.

MR. CHAIRMAN: That is exactly what Mr. Roy has said. Do not repeat it please. The valuable time of the House should not
be wasted. You allow me to make the ruling.

Please understand that a very valid point has been raised by Prof. Saugata Roy; whatever is the privilege of a Member will
not be allowed to be sacrificed. Here, please understand that the Bill was placed before the Business Advisory Committee

on 28t of March 2012, which allotted one hour for discussion. There was no suggestion at the Business Advisory
Committee for referring this Bill to the Standing Committee when it was placed before it.

PROF. SAUGATA ROY : Sir, the House is supreme.

MR. CHAIRMAN: Please understand. You have made your point. Please understand that the Rules are very clear that it is
the discretion of the hon. Speaker to allow or not to allow. Here is a Bill which was not brought to the House suddenly or
unexpectedly. This was discussed in the BAC. The point is that it is the prerogative of the hon. Speaker and the hon.
Speaker has agreed so I am allowing this. The motion has already been moved, now Shri Dushyant Singh will speak.

SHRI DUSHYANT SINGH (JHALAWAR): Sir, I rise to speak on a Government Bill, The Enforcement of Security Interest and
Recovery Debt Law (Amendment) Bill, 2011. The Union Cabinet approved the Bill, and it was brought before the House on

the 12t December, 2011 by the then Finance Minister, Shri Pranab Mukherji.

This Bill basically amends two Acts. One is the SRFAESI Act, which the Securitisation and Reconstruction of Financial
Assets and Enforcement of Security Interest Act, 2002 and the DRD Act, which is the Recovery of Debts Due to Banks and
Financial Institutions Act, 1993.

As our hon. Member from the TMC, BIJD; my senior leader Shahnawazji and my entire party; and other Members of the
House have also said that this Bill was never sent to the Standing Committee on Finance. The Government brings in the
policy drafted by the bureaucracy; and the Members of both the Houses of Parliament have the opportunity to sit across the
Table and discuss the Bill when the Bill comes to the Committee level. But I must say that this has not happened in this
case. It should have been sent to the Standing Committee on Finance for through discussion initially, which, I guess, was
the sense of the entire House.

I would go forward by saying as to what does the Bill bring in. The Bill is supposed to bring in operational efficiency, deploy
more funds of credit disbursement and help the home borrowers, according to the Government plan. It also helps the
Government to recover debts, the bad debts, which are being borrowed from the banks by companies or by individuals or by
farmers or by medium-scale operation owners.

I must tell you, at this moment, that while replying to a Starred Question on 29/08/2012, our Finance Minister stated that
'the outstanding, which was given to agriculture and allied activities through commercial banks, was approximately Rs.
3,75,594.91 crore in 2009-10. This outstanding has hence increased in 2011-12 to about Rs. 5,07,175.61 crore in the allied
sector and the agriculture sector. Even though the Government, in 2009, before going into the General Election, had given
assistance and debt waiver. Even after the debt waiver, today's outstanding for farmers, in the allied sector is
approximately Rs. 5 lakh crore.

I must also say that if the Government had any promise to bring this Bill in the House, at any juncture, through the
Standing Committee on Finance. Instead there was an Ordinance passed in 2004. The Ordinance basically allows us to
bring in laws. The Government had the option that after the Ordinance, they could send the Bill to the Standing Committee
on Finance for discussion.

I must also say that through the Bill, the Government is bringing in the cooperative banks in its ambit. The Bill proposes
Multi-State Cooperative Banks to be brought in there. But as you must have seen, around India, how are the cooperative
banks doing. What is the current status of banks? Are the banks running into profits or loss? But the Government wants to
collect all the money from the borrowers and get it back to the banks. But they must see to structure the co-operative
banks and sustain them so that the banks also have the feet to come back. What are the laws? What are the stumbling



blocks we can put in? What are the things we can do for the co-operative banks? The Government must give answer to all
these.

I must say at this stage about the public sector banks. I have data which I received. From March 2008 to March
2010, the outstanding, which has been written off by the public sector banks, is approximately Rs.10,966 crore which is a
huge sum. The Government must answer that also. The non-performing assets, according to the time when the UPA-II has
been around, from UPA -I to UPA-II, was Rs.15,000 crore in the public sector banks. It has risen from Rs.15,893 crore to,
as of today, approximately Rs.36,000 crore. What is the Government doing about that? They need to tell us about that also.
I must say that the Government is trying to tell us about, through this Bill, how they are going to control the SARFAESI Act
and to get in companies which are asset reconstruction companies. Who are the asset restructuring companies? Do we
have a regulator for that? If there is a regulator, what are these 14 companies? This was answered on 26.8.11 when a
Question was asked by Shri Khagen Das Ji and it was answered by our hon. Minister Namo Narain Meena Saheb regarding
finance about 14 restructuring companies which the Government is working on. We need answer on that also.

I must tell you at this stage that the banks determine the CRR and the SLR, the Cash Reserve Ratio, the Statutory Liquidity
Ratio and they see the risk vis-A -vis every bank. So, to remove risk, to remove the NPA from the bank's structure, the
Government has initiated this Bill. So, we need to look at how the banks, who are not actually handling these risks, should
be party to this also and the Government must mention about that also.

Previously, in the case of asset reconstruction, the bank could get their assets after they could sell the non-performing
assets, products or whatever they securitize. But now through this Bill the Government is bringing out that in regard to the
assets, the company will work on a way of giving equity instead of selling the non-performing assets. So, suppose a
company 'A' is making loss, instead of selling that product or the land of the company, we are buying the equity of the
company now. So, the equity of a non-performing asset does not give us profit or does not give the bank enough to pay
back to the creditors.

Then, we also need to talk about the RDBF Act, the Recovery of Debt Due to Banks and Financial Institutions Act, 1993
where the loan takers can now give their properties before banks never monetised their properties. This way we do not
know what the property's value is. Tomorrow, the bank is not going to have a land bank as such in future and holding
various properties in various locations. So, we need to look at that.
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Through the Bill, we also have learnt about the Central Government exempts a class of banks and financial institutions. I
want to know as to which banks and financial institutions these are. We also need to look at as to why this provision is
given and the hon. Minister needs to explain that.

This Bill also enables the Debt Recovery Tribunal to pass orders. I want to know as to how this Debt Recovery Tribunal will
be structured. We have a body like Board for Industrial and Financial Reconstruction (BIFR). A lot of Bills in respect of
companies, institutions and others should not have been looked into, if the Government could give us something about that.

Now, I want to ask the Minister to give me some time. According to me there is a wilful defaulter and there is there is a
consequential defaulter. A wilful defaulter is a person or a company, which has borrowed the money. He has the money but
he does not want to part with the money because he wants to get restructured his debt. But, there is a consequential
defaulter. He is a person, who believes in the policy of the Government. Take, for example, the solar policy in India,
wherein the Government is supposed to support the solar industry of India. But, the Government of the day buys solar
panels and products from European countries and spoils the business model for the local industry. That is what has actually
happened. So, it needs to be explained as to what types of defaulters are.

I also want to talk about FDI. Suppose, there is a non-performing asset. Take, for example, the textile mills. Reliance
textile mills are not running any more. But, now you have allowed hundred per cent FDI into construction. So, I, as an
individual, want to get into construction. Will I be able to use my textile mill and use foreign direct investment into that?

Today, the scheduled banks also have the problem of non-performing assets and they are ranging in very high amounts.
According to the 55" Annual Report of the Administration of Companies Act, 1956, which ended in March, 2011, the
increase in the number of foreign companies is from 2,609 to 3,127. This shows as to what we are doing to control foreign
companies working in our country so that we do not have any shortages and losses when they have loss on account of
bankruptcy and leave the country without giving us what is due to our country.



You must also talk about infrastructure debt fund, which has gone up tremendously out here. The corporate bonds have
gone up from 20 billion to 45 billions.

Last but not least, I would say that an issue in respect of your Ministry was published in the Business Line dated 5th
December, 2012, where the Revenue Department had an issue with the Financial Service Department, where the
government dues, according to the Income Tax Department, were about Rs.37,000 crore, which are still due to the
Government and about which you need to explain about it.

This Act also requires the banks and financial institutions to consider representation from borrowers from seven days to 15
days. That is perfect. The bank or a person can file a caveat and the aspect of recovery from a tribunal is all right.

I would like to end by saying that we should refer this Bill to the Standing Committee on Finance. We should also think
about small-scale industries.

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): You have spoken well. Why do you want to send it to the Standing
Committee on Finance?

SHRI DUSHYANT SINGH : Hon. Minister, it is the sense of the House that it should be sent to the Standing Committee. You
can still do it if you want to. I would urge that the Government must send it to the Standing Committee on Finance.

I would submit that we must assist small-scale industries, small businesses and the farming community. In the end, I must
tell you that no one wants to take a loan. No businessman and no individual who is a small entrepreneur wants to take a
loan. A loan is always a big burden on the mindset of every individual. All of us represent India and we must take care of
our farmers and of our small-scale industries.

oft viorr forsuar (FFas av): Ul Sft, &Y R Aidt &G oeT Sit aptsdic Rt & worpRiic sif Ry se3se vs Hoadt sifv e
citar swisdic et 2011 e 3, u8 GIBRICT S DIofoll 3 b YR DI 3Wisc 3 32 Sloil Dlofol G AGAYUl DIool 3| SIal AD BHIT 39T 3 St
Jopl 3 wol gu vordlet & a1 Sl f[erper Bwice:! @I Sil ¢ sAR S9I 3 derdr 3, 3ad! Sxud e 2002 3 v fRer s e, Securitisation and
Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002. 33wt v spisdic 3 iz GRI Shamd vae
oot Recovery of Debts Due to Banks and Financial Institutions Act, 1993 & aaa ¥9[cic fipan s 8

ol Gloil @lololl i df¥1dell v 3Pisdic IRl &) PIS Uid 3IIR dlel Al ofl P IIRIURL 3WiSHCA 8 [Btotd Al dlk U2 S Sl dl didee oI Qifdsiol
AEl 3) A ol DI So1s 14 &1 BT IRI Bwice? Bl I2UIS Dol & e Bicton aifae A6 wibdae R 3| Accl-Iec DIsmuifed Jad Bl S
$acrs fopen sri 3) oW uscl Riariif¥esslont vac 3IRN o1, dl 3331 Sfibfororel 3 e 3k b 3 Acct-2ec-oiiiudea dat A fpaft off yor &
osiiita o @ 3aica oidl fisem srm em; in clause 2 of the Securitisation and Reconstruction of Financial Assets and
Enforcement of Security Interest Act, 2002 (hereinafter in this Chapter referred to as the principal Act), in clause (c) after
sub-clause 4, the following sub-class shall be inserted, namely, "a multi-state cooperative bank".
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property in full or partial satisfaction of the claim of the bank against the defaulting borrower. == sft 21 3 It also states to
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