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The Institutionalization of the Debt Recovery Mechanism in India
Brijesh Kumar Singh®

ABSTRACT ¢ Tribunals, a prominent fealure in the present times, are essentially a
tweenlieth ceniuy pheaomenon. The Debis Becovery Iribunals were established under
The Recavery of Dicbts Due o Banks and Financial Institetions Act, 1993, The omgins of the
process ul irhunalisation in independent India began with the Constinetion, Forly Seconsd Ameandment
Act, 1976, which inscreed Part XIVA (Articles 323A, and 32308}, mothe Conshitation, These Aclicles
enahle Parlisrment 10 comstinete ribunals, which weuld exclude wril junsdiction ol the Suprenes Court
and the High Courls under Articles 32 and 220 respectively. The Government of India estahlished the
T Tiwar Cememilles i 1984, 10 cxamine inte the leia] difficelties of banks and Gnamctial instiutions,
The Narshimsham Commitres {199 1), whose constiution coineeded with the sdvent ol the hberabizstion
prorram in Inds, endorsed e recommendarions of the Tiwen Committer, The comsequence of this
s the enactment of Becovery of Debt Drue to Banks and Finoncial Instisdions Act, by the Parliament
im 1993, Ihe [xhis Becovery Tribunal now deal with rao different Acts, mamely the Recovery of
Dicbts Drue to Banks and Financial Institocicns Act 1993 as well as the Securibisation and
Reconstruction of Iimancial Assets and Enfoscoment of Sccurity Interests Aot 2002, Whale the aim of
the boch the Acts 15 one and the same, but teie coute i different. The Supreme Court held that the
Dbt Recovery Tribunnls were established by the Fardiament in cxercise of its porsrers conterred by
Artiele 246 read with entov 43 (Danbkemgdof Lt D iTiion List) of Sclicdule Scventh of the Constitution.
INTRODUCTION @ The Debes Mecovers Tiilanals (herdingiTer reférved o as DR TR were esfabishes
pnder The Recovery of Debes (e to Bonky and Fingevia! Instiuclons e, I9R3. These nibunals
wers g laiiished oF iRsrmameRty, ofing e Seoeks coved finascid Baiiadions (R recovering el aebis
from deftaliing borrewers. The extabiishmess of thaoe Trihenols wes i sorde vy @ desperale measiioe
on the part o the Parliament, to courter the growing mesoce of ouiiadding oans of hoaks and
finvaneicd Facitutiens, which Rad reqched alomming propaviions, by the cliasing decade of the feeidizih
cevenary Vhe Perlinment, estabiished these mipwnnly inexercii: of iy pewees aader Arcis 28 (1),
vraad with Eniry A3 iBariing) of Lise- flwtan L) of Sohediele 7, of the Corsiitation of Dider,
DEFINTTIONS : The meaning of the ternn "debe’, sender section 2 (gl of The Recavery af Delies Dae
i Banks and Fiagucial frstiwtiony Act, 993 was been given an ecpanded micaning by the
Sarpreme Cowurt i United Bank of Indin v. Uhe [Rebt Recovery TribunaPre mees any aebiliy alfeged
ax due from any persen fa a bank during the comerse of any husiness activily eadertoken by the
Tarmi

Serdion 2fa) of the Act, clearly fay dowe, that, " Fribaral sreanys e Tribenaf established gnder
Sach Scetion (1) of 5.3 of this Act.

FUSTORTY OF TRIBUNALS [N ININA - Trikwrols, a prominerd featece fa the preserl Nmes, iwre
essenitally o iwealictl ceninry phenmmenan, The ortginy af the precess af teibunalisation {n
independent fredie began with the Constiterion, Forty Seeond Amendment Act, 1976, which iniened
Fart XEVA (Articies 3234, ond 3238y, in the Constintion, Theve Articfes engble Parlicorend i
constitute ribunels, which woudd exclude writ jurisdiciion af the Supreme Court and the HWigh
Cosris puder Artictes 37 anad 226 respectively. However, barks and financial institutions in frdia
Jeistorically did wot huve direct autforiy fo Ngnidare the collereral of a defanfring barrower.
Civil couris had come o e eomclusion, efier decades of revienwing of case faw, thar in almost alf
cises the swiv instifated by bueks ord Gnencted Instiiations, there 5 hardly any defernse and that
e delay in disposel of the cases dn the courd 15 mol die fo (e fanll of the banks or financial
smsdtinfioes,”
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