JAIIB - Update for Legal Aspects of Banking 
Supreme Court Decisions
Judgements affecting recovery of loans
During 2009, supreme court had decided two issues  which have vide implications for banks in their efforts to recover the non performing loans. The details are as under:

The first one gives a NPA borrower a right to approach the DRT against lending bank taking over the charged assets under SARFAESI and the jurisdiction  to DRT to adjudicate the issue and if deemed fit to even return the asset to the borrower. This was the issue in Indian Overseas Bank Vs Ashok Saw Mills & other.
The second one involves an issue regarding the applicability of compromise settlement as prescribed by RBI. A SME customer of Punjab & Sind bank has defaulted in his payments  and bank proceeded against the firm for recovery in DRT. He offered a compromise agreeing to pay as per the directions of RBI which was not acceptable to the bank and they continued with the suit. The tribunal directed the bank to accept the compromise offer and when the bank approached the High court DRT order was set aside. The borrower then took the matter  to the Supreme court which held that SME borrower has the right to invoke the one time settlement terms as declared by RBI and Bank has to accept the offer made by the borrower which is in conformity with the guidelines of RBI.
