Scheme for One Time Settlement of NPAs of SME Accounts

(SBT OTS – SME, 2010)

 Coverage:

1. All NPAs in the SME sector, classified as doubtful or loss on or before 31st March 2009, with outstanding balance of Rs.1 crore and below on the date on which the account was classified as doubtful or loss.

2. Cases pending  before Courts / DRTs / BIFR will be eligible, subject to consent decree being obtained from the Courts / DRTs / BIFR.

3. Cases where the Bank has issued notice or taken action u/s 13(4) of   the Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act  (SARFAESI – 2002) will be eligible. 

4. Eligible accounts referred for Revenue Recovery action under state recovery laws will be eligible, subject to requisite charges, if any payable, being recovered separately and remitted to the state authorities.

5. Eligible written off accounts will be covered under the scheme.

6. Decreed cases will not be eligible.

7. Cases of fraud, malfeasance and willful defaults (except as given below under the head willful default) will not be eligible.

8. Central Govt./ State Govt. guaranteed accounts will not be considered under this scheme.

Settlement Formula – Amount & Cut-off date

NPAs classified as `doubtful’ or “loss” on or before 31st March 2009 are eligible. The minimum amount that should be recovered would be 100% of the outstanding balance in the eligible accounts as on the date on which the account was categorized as “doubtful” or “loss” as per IRAC norms.

To incentivise the aged assets, the following graded discounts may be given on the outstanding.  No discount need be offered for the assets in the doubtful or loss category upto 3 years, since in these assets we are unlikely to have exhausted all possible recourse for recovery of dues, especially through sale of mortgaged properties, where such securities exist. 

Doubtful or loss NPAs         > 10 years …   ………………………  60%

Doubtful or loss NPAs         >   5 years to 10 years   ………  ……25%

Doubtful or loss NPAs         >   3 years to 5 years   ………… ….  15%

Doubtful or loss NPAs         >   up to 3 years                             …..NIL

Additional incentive  of 15% and 10% discount can be given to those borrowers who make full payment within one month and  three months respectively,, from the date of approval of the  OTS.

Payment

The settled amount must be paid within 31.03.2011 (the validity period) failing which the OTS sanction will be rendered infructuous.

Processing of the applications will be done only after deposit of 5% of the eligible amount to indicate the borrower’s willingness. This amount is to be deposited within two weeks of submission of application and in any case not later than 31.08.2010.

Time schedule

The time schedule for the various steps under the scheme is given below.

	Sending notices to eligible borrowers
	30.06.2010

	Last date of receipt of application   
	31.08.2010

	Last date for processing application
	30.09.2010

	Last date for final payment            
	31.03.2011


