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Introduction:
“A Man without money is like a bird without wings”, the 
Rumanian proverb insists the importance of the money. A 
bank is an establishment, which deals with money. The ba-
sic functions of Commercial banks are the accepting of all 
kinds of deposits and lending of money. In general there 
are several challenges confronting the commercial banks 
in its day today operations. The main challenge facing the 
commercial banks is the disbursement of funds in quality 
assets (Loans and Advances) or otherwise it leads to Non-
performing assets.

Over the next ten years Asia could emerge as the world’s 
growth engine, led by China and India, and fueled by an 
inflow of global capital, technology transfer, an export 
boom, and increased domestic consumption. For Asia to 
realize its promise, the region’s reform-minded govern-
ments and regulators, companies and businesses, and 
lenders must move aggressively to clean up $2 trillion in 
‘Non-Performing Loans.’ 

Such a vast volume of ‘Non-performing Assets’ of the 
banks is the main consequence of economic crisis that 
took place in many Asian countries. At the same time 
non-performing assets of the banks in many Asian coun-
tries can be seen as the probable cause of the potential 
banking crisis that could be occurred in the future in these 
countries. In order to prevent such banking crisis, the 
‘Non-Performing Assets’ of the banks are required to be 
managed and disposed off effectively. Hence management 
of non-performing assets held by the banks has become 
an important function in today’s financial world.

In Indian banking sector there are so many different prob-
lems from that one major problem is NPA of banks. In the 
era of globalization there is need to Indian banking sector 
to make reduction in NPA. So, that it will meet the chal-
lenges of globalization. The improper provision of NPA af-
fects adversely on bank. 

NPAs are the concern for banks as they not only erode the 
value of the assets, but also affect the profit growth. NPA 
growth involves the necessity of provisions, which reduces 
overall level of profits and hence, shareholder value. The 
recovery processes are hence, vital as they tantamount to 
the booking of new business, as capital is freed and can 
be deployed profitably in the creation of new assets.

Non-Performing Assets - Background:
It’s a known fact that the banks and financial institutions in 
India face the problem of swelling non-performing assets 
(N.P.As) and the issue is becoming more and more unman-
ageable. In order to bring the situation under control, some 

steps have been taken recently. The Securitization and Re-
construction of Financial Assets and Enforcement of Security 
Interest Act, 2002 was passed by Parliament, which is an im-
portant step towards elimination or reduction of NPAs.

Meaning of N.P.As:
An asset which ceases to generate income of the bank is 
called non-performing asset. The past due amount which 
remaining uncovered for the one quarter the amount 
would be classified as NPA for the whole year. It includes 
borrower’s defaults or delays in interest or principal repay-
ment.An asset is classified as non-performing asset (N.P.As) 
if dues in the form of principal and interest are not paid 
by the borrower for a period of 90 days. However with ef-
fect from March 2004, default status would be given to a 
borrower if dues are not paid for 90 days. If any advance 
or credit facilities granted by bank to a borrower become 
non-performing, then the bank will have to treat all the 
advances / credit facilities granted to that borrower as 
non-performing without having any regard to the fact that 
there may still exist certain advances / credit facilities hav-
ing performing status.

NPA is defined as an advance for which interest or repay-
ment of principal or both remain outstanding for a period 
of more than two quarters. The level of NPA acts as an 
indicator showing the banker’s credit risks and efficiency 
of allocation of resource.An NPA is a loan that is “not in 
compliance” with the original loan agreement. For exam-
ple, the loan agreement could have provisions that would 
accelerate the collection of the loan if certain conditions 
are not met. These provisions may have nothing to do with 
the loan’s ultimate “value” or borrower’s ability to service 
the loan or repay it when it comes due.

GENERAL REASONS FOR ASSETS BECOMING NPAs:
A strong banking sector is important for a flourishing econ-
omy. The failure of the banking sector may have an ad-
verse impact on other sectors. The Indian banking system, 
which was operating in a closed economy, now faces the 
challenges of an open economy. 

One of the main causes of NPAs into banking sector is 
the directed loans system under which commercial banks 
are required a prescribed percentage of their credit (40%) 
to priority sectors. As of today nearly 7 percent of Gross 
NPAs are locked up in ‘hard-core’ doubtful and loss assets, 
accumulated over the years. 

No. of factors are responsible for increasing the size of 
NPAs in banks. A few prominent reasons for assets be-
coming NPAs are as under:-
1. Poor credit appraisal system                         
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2. Lack of proper monitoring
3. Reckless advances to achieve the budgetary targets.
4. Change in economic policies/ environment.
5. No transparent accounting policy and poor auditing 

practices.
6. Lack of co-ordination between banks.
7. Directed lending to certain sectors.
8. Failure on the part of the promoters to bring their por-

tion of equity from their own source or public issue 
due to market turning lukewarm.

Difficulties with the non-performing assets: 
1. Owners do not receive a market return on their capital. 

In the worst case, if the bank fails, owners lose their 
assets. In modern times, this may affect a broad pool 
of shareholders. 

2. Depositors do not receive a market return on savings. 
In the worst case if the bank fails, depositors lose their 
assets or uninsured balance. Banks also redistribute 
losses to other borrowers by charging higher interest 
rates. Lower deposit rates and higher lending rates 
repress savings and financial markets, which hampers 
economic growth. 

3. Non performing loans epitomize bad investment. They 
misallocate credit from good projects, which do not re-
ceive funding, to failed projects. Bad investment ends 
up in misallocation of capital and, by extension, labour 
and natural resources. The economy performs below 
its production potential. 

4. Non Performing loans may spill over the banking sys-
tem and contract the money stock, which may lead to 
economic contraction. This spillover effect can chan-
nelize through illiquidity or bank insolvency; (a) when 
many borrowers fail to pay interest, banks may expe-
rience liquidity shortages. These shortages can jam 
payments across the country, (b) illiquidity constraints 
bank in paying depositors e.g. cashing their paychecks. 
Banking panic follows. A run on banks by depositors as 
part of the national money stock become inoperative. 
(c) Undercapitalized banks exceed the banks capital 
base. 

5. Lending by banks has been highly politicized. It is 
common knowledge that loans are given to various 
industrial houses not on commercial considerations 
and viability of project but on political considerations; 
some politician would ask the bank to extend the loan 
to a particular corporate and the bank would oblige. 
In normal circumstances banks, before extending any 
loan, would make a thorough study of the actual need 
of the party concerned, the prospects of the business 
in which it is engaged, its track record, the quality of 
management and so on. Since this is not looked into, 
many of the loans become NPAs. 

6. The loans for the weaker sections of the society and 
the waiving of the loans to farmers are another dimen-
sion of the politicization of bank lending. 

7. Most of the depositor’s money has been frittered away 
by the banks at the instance of politicians, while the 
same depositors are being made to pay through taxes 
to cover the losses of the bank.

NPAs in Asian Countries: 2013

Country NPA Ratio (%) Country NPA Ratio (%)

Australia 1.0 Indonesia 26.0

Singapore 1.0 China 28.0

Hong Kong 4.5 Korea 11.2

India 6.0 Malaysia 12.0

Taiwan 6.7 Japan 16.0

Thailand 18.0 Philippines 17.0
Source: Asia Week (Web site)
 
The table shows that the Chinese banks are plagued with 
higher level of NPAs, followed by banks in Indonesia, 
Thailand, Philippines and Japan. Singapore and Australian 
banks have the lowest ratios of NPAs in the systems. The 
NPA levels have gone up due to the slump in the IT in-
dustry and the other export oriented industries which have 
been affected by the recession in the USA. Bank loans 
have also been affected by the state of the consumer 
goods markets as retail loans do have a relatively higher 
share in the total loan portfolio of banks in countries like 
Hong Kong.

Intensity of crisis and the associated problems of non- per-
forming assets have been different in different countries.  
In Japan the problem of NPAs is most severe. Currency 
collapse and banking crisis in Indonesia, Korea Malaysia, 
Thailand and Philippines during second half of 1997 fur-
ther worsened NPAs of Japanese banks. 

Let us see the various definitions of Non-Performing As-
sets.
In India an asset is Non Performing if interest and the in-
stallments of principle amount due remain unpaid for more 
than 90 days.

International comparison of definitions: 
•  Indonesia-- a loan asset is classified as a Non Perform-

ing asset if repayment of loans in arrear is possible be-
tween 3 to 6 months.

•  Korea-- a Non Performing asset is defined as an asset 
which is covered by collateral but borrowers credit- 
worthiness are deteriorating and payments are more 
than 6 months past due.

•  Philippines-- Loans that involve a substantial degree of 
future loss without any specification of waiting period 
are termed as Non Performing asset.

For the study of data analysis and interpretation we have 
taken the period of 5 years in to consideration. It is found 
that in the data analysis part of the project we have seen 
that the gross NPAs are in the increasing trend over the 
years with respect to gross ADVANCES.

TABLE NO. 7.1
Table showing Ratio of Gross NPA to Gross Advances

Year Gross NPA Gross Ad-
vances Ratios

2008-
2009 40.45 1491.42 2.71%

2009-
2010 323.26 1633.18 19.79%

2010-
2011 317.92 1892.95 16.79%

2011-
2012 312.77 1808.86 17.29%

2012-
2013 254.49 1771.81 14.36%

Figure No.7.1
 
The above table shows that the Ratio of Gross NPA to 
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Gross Advances for the last five years of the bank. The 
above table shows that the Gross NPAs are increased very 
rapidly in the year 2008-2009 i.e. from the 40.45 to 323.26 
Crs. And after that negligible reduction has seen in the 
NPAs.

The reason for the rapid increase in the NPAs of the Bank 
is that RBIs Easy Monetary Policy for priority sector, Bank 
has issued most of the Loans to the Farmers and Agri-al-
lied Activities. This leads to increase the NPA’s.

Considering the above table we come to know that the 
ratio of gross NPA to gross advances has been reducing 
from the year 2008-2009. One of the reasons behind this 
can be is that Bank has made improvement in the recovery 
process and loan portfolio.

TABLE NO. 7.2
Table showing Total Advances to Total Deposits (Credit 
Deposit Ratio)       (Rs. In Crores)

Year Total Advances Total Deposits Ratios

2008-
2009 1491.42 1405.03 106.15%

2009-
2010 1633.18 1513.03 107.94%

2010-
2011 1892.95 1637.05 115.63%

2011-
2012 1808.86 1861.89 97.15%

2012-
2013 1771.81 2325.45 76.19%

Figure No.7.2
 
From the above table it is seen that the total deposits of 
the bank have increased from. Rs.1405.03 Crs. in 2008-
2009 to Rs.2325.45 Crs. in the year 2009-2010. The total 
deposits have showing the continuous increasing trend 
since the last five years.

From the above table it is seen that for the first three 
years the Ratio of Total Advances to Total Deposits is more 
than the 100% because the bank’s basic main function is to 
giving advances to the Agricultural and primary sector, for 
that the bank has borrowed money from the outside i.e. 
from other commercialized banks and promoters to meet 
the demand of its customers i.e. Farmers.

It is also clear from the above table that the total advances 
have also been in the increasing trend. The total advances 
are Rs.1491.42 Crs. in the year 2008-2009 and it has in-
creased up to the Rs.1892.95 Crs. in the year 2009-2010 

and it has seen slight decline trend from year 2010-2011 
i.e. up to Rs.1808.86 Crs. of advances out of Rs.1861.89 
Crs. of Deposits for the same year. From the year 2011-
2012 the bank has offered the advances less than the De-
posits. This is because of the bank has improved their loan 
portfolio.

TABLE NO. 7.3
Table showing Assets Position of the Bank regarding 
the Advances   (Rs. in Crores)

Particulars 2008-
09

2009-
10

2010-
11

2011-
12

2012-
13

Total Advances

Less - Standard 
Assets

1491. 
42

1450. 
96

1633. 
18

1309. 
92

1892. 
95

1575. 
04

1808. 
86

1496. 
09

1771. 
81

1555. 
03

Gross NPA 40.45 323.26 317.92 312.77 216.78

  a) Sub-Standard

  b) Doubtful As sets

  c) Loss Assets

20.02 221.70 140.60 125.47 117.91

3.57 83.28 151.64 160.03 64.91

16.86 18.28 25.68 27.00 33.96

 
The above table shows the asset position of the Bank for 
the last Five year and that is only related with the Advanc-
es.

The Standard Assets here it means the Performing As-
sets of the Bank shows the increasing trend for the two 
years i.e. for 2008-2009 to 2010-2011. And after that the 
slight decline has been seen in the performing assets of 
the bank i.e. it declines by Rs.78.95 Crs. as compared with 
the previous year. The very next year it was gone up to 
Rs.1555.03 from Rs.1496.09.

It is found that the portion of sub-standard and Doubt-
ful assets is more in the total NPA’s. It indicates that Bank 
needs to more concentrate on the recovery of the above 
assets. It leads to increase their profitability.

Loss assets of the bank are showing the continuous in-
creasing trend and it has increased up to the Rs.33.95 Crs. 
in the year 2008-2009 from Rs.16.86 Crs. in the year 2008-
2009 i.e.Rs.17.10 Crs. hike in the loss assets of the Bank. 
This shows that bank is incurring losses from advances due 
to poor condition of recovery.

TABLE No.7.4
Table showing Composition of the Non Performing As-
sets and Provision made by the Bank
Sr. 
No. Particulars 2008-

09
2009-
10

2010-
11

2011-
12

2012-
13

1

Sub-Stand-
ard assets 

Sub-Stand-
ard assets 
as % of 
NPA

20.02

 
45.49%

221.70

68.58%

140.60

44.22%

125.47

40.12%

117.91

46.33%

2

Doubtful 
Assets

Doubtful 
Assets as % 
of NPA

3.57

8.83%

83.28

25.77%

151.64

47.70%

160.03

51.25%

64.91

25.51%

3

Loss Assets

Loss Assets 
as

% of NPA

16.86

41.68%

18.28

5.65%

25.68

8.08%

27.00

8.63%

33.96

13.34%
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4 Gross NPA 
(1+2+3) 40.45 323.26 317.92 312.77 216.78

5 Provision for 
NPA 20.23 61.77 79.65 90.03 104.57

6 Net NPA 
(4 – 5) 20.22 261.49 238.27 222.74 112.21

Figure No. 7.3
 
In the year 2009-2010 Sub-standard assets were increased 
very rapidly to Rs.221.70 Crs. from Rs.20.02 Crs. in the last 
year. In the year 2010-2011 the sub-standard assets were 
decreased. In the year 2012-2013 it has come down to 
Rs.117.91Crs.

The percentage of doubtful assets to the NPA shows an in-
creasing trend from the year 2008-2009 to 2011-2012. It is 
increased by Rs.144.47 Crs. But in the current year it has 
come down to Rs.64.91 Crs. 

Loss assets are also showing an increasing trend through-
out the period. And the percentage of it to the Gross NPA 
is also an increasing every year.

Bank has made adequate provision as per the guidelines 
provided by the RBI. The provision made by the bank for 
the NPA’s has increased every year. This leads to decrease 
the profitability of the bank. Large portion of the profits 
are used for the provision of NPA’s.

TABLE NO.7.5
TABLE SHOWING TALUKAWISE RECOVERY AS ON 
31/03/2013                              (Rs. in Lakhs)

Sr.NO. TALUKA
RECOV-
ERABLE 

AMOUNT

RECOV-
ERY

% RECOV-
ERY

   1. MALSHIRAS 5730.05 5099.89 89.00

   2. SOUTH 
SOLAPUR 5413.84 4028.47 74.41

   3. MOHOL 6228.24 4246.58 68.47

   4. SANGOLA 3693.11 2147.37 58.15

   5. MANGAL-
VEDHA 3118.79 1719.74 55.14

   6. PANDHARPUR 9637.76 5162.41 53.56

   7. NORTH 
SOLAPUR 2783.49 1407.82 50.58

   8. MADHA 11203.56 5418.96 48.37

   9. KARMALA 6990.69 3102.60 44.38

  10. AKKALKOT 6615.50 2682.89 40.55

  11. BARSHI 7753.08 2826.62 36.46

TOTAL 69168.11   37861.35 54.74

 

Figure No. 7.4
 
The above table shows that the recovery percentage in 
Malshiras, Mohol and South Solpur Taluka is quiet good 
as compared to other Talukas. This shows that the perfor-
mance of the recovery department is good. The other rea-
son for this that, previous year there was  good rainfall in 
these Talukas as compared to others. It shows that the re-
covery of advances is mostly depends upon the monsoon.

TABLE NO. 7.6 TABLE SHOWING PERCENTAGE OF RE-
COVERY         (Rs. In Crores.)

YEAR
RECOV-
ERABLE 
AMOUNT

AMOUNT 
RECOVERED

% OF RE-
COVERY

2008-2009 290.36 176.47 60.78

2009-2010 394.18 251.33 63.76

2010-2011 734.80 375.19 51.06

2011-2012 913.37 184.98 20.25

2012-2013 691.68 270.49 39.11

 
Figure No. 7.5
From the above table it is found that the recovery percent-
age is came down from 2009-10. In the year 2011-2012 
the recovery percentage was lowest. One of the reasons 
for the poor recovery in the year 2011-2012 is that the city 
has faced the doughtful situation in the particular year. The 
monsoon was poor in the above year. An another reason 
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for the poor recovery is that RBI has issued a guideline to 
all the DCC banks that they should not force the farmers 
to repay their loans. Banks are not allowed to use coercion 
in the recovery process. 

TABLE NO. 7.7 COMPARISON OF NPA BETWEEN 
SDCC BANK & OTHER NATIONALISED BANKS AS ON 
31/03/2013     (Rs.In Crores)

NAME OF THE BANK NPA NPA %

SDCC BANK 148.91 8.94

SBI BANK 1827.36 2.89

IDBI BANK 948.96 0.92

UNION BANK OF 
INDIA 325.94 0.34

BANK OF MAHARASH-
TRA 271.91 0.79

 

Figure No. 7.6
 
From the above table it is clearly find that the NPA % of 
the SDCC Bank is higher as compared to other national-
ized banks.i.e.8.94 %.  Main reasons behind this higher 
percentage of NPA are improper procedure of granting 
loan to the farmers and the bank. The DCC banks have 
the compulsion to give advances to the farmers and priori-
ty sector.  The NPA percentage of other nationalized banks 
is very low. The reasons could be their strong recovery pol-
icies and accurate loan portfolio.

CASE STUDY
For the case study I have taken the real cases from the 
societies which are working under the SDCC bank. I have 
taken the cases of loans which are given to the farmers for 
various reasons.

CASE STUDY NO.1
Name of the Society      :  Sanjivani vividh karyakari  
              society, Degaon Tal-North 
                                     Solapur.
Name of the Defaulter    :  Apparao Genappa Rajmane
Category of Asset        :  Substandard Asset
Category of Loan        :  Middle Term Loan (MT)
Reason of Loan  : Pipeline & Electric Motor  
      for the Farm
Amount Of Loan  :  Rs.4, 45,500/-
Security Taken  : Papers of Land 
     (“satbara utara”)
Sanctioned Date  :  09/08/2007

INSTALLMENTS TO BE PAID:

DATE INSTALLMENT STATUS

08/08/2008 RS.74250 + Interest Unpaid

08/08/2009 RS.74250 + Interest Unpaid

08/08/2010 RS.74250 + Interest     ----

08/08/2011 RS.74250 + Interest     ----

08/08/2012 RS.74250 + Interest     ----

08/08/2013 RS.74250 + Interest     ----

Date of NPA : 08/08/2011
Reason  : The purpose for which the loan tak 
     en is not gets completed successfully.
 
Amount recovered : 
Rs.15000/- is collected from the Sugar Factory. When the 
defaulter brought his sugarcane to the Sugar factory, the 
billed amount has been kept by the factory and subse-
quently it is returned to the Bank as per the RBI’s guide-
lines.

Action taken by the Bank:
Initially bank had sent the Demand Notice through the so-
ciety by giving the period of 15 days. Then also there was 
no response from the defaulter. After that bank has filed a 
case against the defaulter according to Sec 101(1) of the 
Co-operative societies act, 1960 through Taluka level As-
sistant Registrar (AR). The case is still running in the DRT 
court.

CASE STUDY NO.2
Name of the Society :  Sanjivani vividh karyakari  
       society, Degaon Tal- North  
       Solapur.
Name of the Defaulter :  Annapurna Shankar Jadhav
Category of Asset   :  Substandard Asset
Category of Loan  :  Short Term Loan (ST)
Reason of Loan  :  Crop Loan (Sugarcane)
Amount of Loan  :  Rs.1, 08,000/-
Security Taken  :  Papers of Land 
      (“satbara utara”)
Sanctioned Date  :  29/03/2007
Date of NPA  :  30/06/2012
Reason   :  Because of poor monsoon  
       the farmer did not get 
                                          satisfactory output from 
                                          her field.
Amount recovered  :  NIL

Action taken by the Bank:-
As per the RBI’s guidelines the banks can’t force the farm-
ers to repay the loans. They have to go through the nor-
mal recovery process which was followed by the bank 
against this defaulter.

CASE STUDY NO.3
Name of the Society : Honsal vividh karya seva sa-
hakari sanstha, Tal- North     Solapur.
Name of the Defaulter :  Ashok vishwanath Bho-
jrange
Category of Asset   : Substandard Asset
Category of Loan  : Short Term Loan
Reason of Loan  : Crop Loan (Hybrid Tomato)
Amount Of Loan  : Rs.28,000/-
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Rate Of interest  : 10%
Security Taken  : Papers of Land (“satbara 
utara”)
Sanctioned Date  : 02/07/2010
Date of NPA  : 30/06/2013
Rate of Interest After  : 10% + 1.5%(fine)
NPA
Reason   :  Uncertainty of Rainfall.
Amount recovered  : NIL 
 
Action taken by the Bank:-
As per the RBI’s guidelines the banks can’t force the farm-
ers to repay the loans. They have to go through the nor-
mal recovery process which was followed by the bank 
against this defaulter.

CASE STUDY NO.4
Name of the Society : Honsal Vividh Karyakari 
      Seva Sahakari Sanstha, 
      Honsal, Tal- North Solapur
Name of the Defaulter : Appalal Nadaf
Category of Asset   : Doubtful Asset
Category of Loan  : Short Term Loan
Reason of Loan  : Crop Loan (Grapes)
Amount of Loan  : Rs.84, 375/-
Security Taken  : Papers of Land 
      (satbara utara)
Sanctioned Date  : 30/06/2008
Date of NPA  : 30/06/2010
Reason   : 1) Use of traditional method  
         for farming. 
     2) Because of Poor monsoon  
        the farmer did not get
        Satisfactory output from 
                                           the field.                        
Amount recovered  : NIL

Action taken by the Bank:
The bank has followed the legal procedure & suit the case 
against defaulter to recover the amount from him. But 
till date there is no any positive sign to get the amount 
back. Now the defaulter is going to sell his land in De-
cember,2009. From this defaulter get some money. Out of 
that money he has to pay the unpaid amount to the Bank. 
Bank will have the first right on that amount to recover its 
unrecovered amount. Without permission of the bank to 
sale the land, defaulter cannot sale his land.

FINDINGS AND OBSERVATIONS
1. It is observed that the Gross NPAs of the Bank have in-

creased very rapidly from the year 2008-09 to 2012-13
.
2. It is observed that the Deposits of the Bank’s are also 

in the increasing trend throughout the period consid-
ered for the study. 

3. The sub-Standard assets of the bank were decreased 
throughout the years. The Doubtful Assets of the bank 
showing an increasing trend throughout the period of 
study. And also the loss assets of the bank showing a 
continuous increasing trend throughout the period un-
der study.

4. No strict action is taken against the defaulters imme-
diately. I feel strict legal action must be taken against 
the defaulters.

5. It is also observed that the recovery of advances is 
mostly depends upon the rainfall(Monsoon).

6. Income recognition norms are strictly followed.

7. Provisions for NPA’s are made as per & in accordance 
with RBI guidelines.

8. There is political influence by the defaulters in the re-
covery procedure.

9. Because of RBI’s new guidelines regarding the provi-
sion for NPA, the profitability of the bank has came 
down. This is because that the major portion of the 
profit is going to make provision against NPA.

SUGGESTIONS
SUGGESTIONS TO OVERCOME THE PROBLEM OF 
NPAs:
NPAs are increasing day by day in the SDCC for a multi-
plicity of reasons. The following recommendations are sug-
gested to the SDCC to have control over the NPAs. The 
recommendations are classified into three categories, are 
as follows.

A). General suggestions:
The Bank should adopt the following General strategies for 
control of NPAs. The suggestions are as follows:

1. Projects with old technology should not be considered 
for finance.

2. There is need to shift banks approach from collateral 
security to viability of the project and intrinsic strength 
of promoters.

 
B). Pre-sanction suggestions:
1. Analysis should be based on trends of capacity utiliza-

tion, profitability etc.  
2. Before taking up any fresh/exciting proposals for as-

sessment, Available sources for margin money should 
be thoroughly examined.

 
C). Post sanctions suggestions:
1. Bank should prevent diversion of funds by the promot-

ers.
2. The Credit section should carefully watch the warning 

signals viz. non-payment of quarterly interest, dishonor 
of check etc.

3. Effective inspection system should be implemented.

Other Suggestions:
1. The bank should meet the defaulters personally and 

should always keep in touch with them.
2. The bank should send the continuous notices to de-

faulters regarding the dues and should conduct the 
meeting with account holders whose accounts are in 
the way of becoming NPAs.

3. There should be proper recovery cell in order to keep 
the bank updated regarding the accounts, which are 
NPA and may be on the way of becoming NPA.

4. Prepare good recovery policy & strategies for reducing 
NPA have and identify critical branches for recovery.

5. Bank should fix target for recovery and draw time 
bound action plans. Monitor implementation of time 
bound action plans.

6. Bank should provide required infrastructure for effec-
tive recovery. 

7. Bank should develop its web site & all the branches 
should be interconnected through common network.
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