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Denial of ‘timely justice’ amounts to denial of 
‘justice’ itself. Two are integral to each other. Timely 
disposal of cases is essential for maintaining the rule 
of law and providing access to justice which is a 
guaranteed fundamental right. However, as the 
present report indicates, the Indian judicial system is 
unable to deliver timely justice because of huge 
backlog of cases for which the current judge strength 
is completely inadequate. Further, in addition to the 
already backlogged cases, the system is not being 
able to keep pace with the new cases being instituted, 
and is not being able to dispose of a comparable 
number of cases. The already severe problem of 
backlogs is, therefore, getting exacerbated by the day, 
leading to a dilution of the Constitutional guarantee 
of access to timely justice and erosion of the rule of 
law.
The Law Commission of India and various other 
committees has also discussed the matter of arrears 
and backlogs in its various reports and expressed its 
concern for reducing the pendency of cases. 
Similarly, the Apex Court in its various judgments 
has expressed its concern regarding the pendency of 
cases in courts. Despite these efforts, Indian judiciary 
is still overburdened with phenomenal growth in 
litigations and very low disposal rate. 

The Law Commission of India in its 77th Report 1 
(1978) expressed concern regarding the long delay 
and huge arrears of pending cases in various courts in 
the country. The Law Commission stressed that delay 
in justice could destroy the faith and confidence of 
people in the judiciary. The Law Commission to 
reduce the pendency in various courts recommended 
the following:
(a) that Alternate Dispute Resolution (ADR) 
techniques such as conciliation shall be adopted in 
civil cases,
(b) cases which have an element of emergency (i.e. 
Matrimonial and eviction cases, cases filed  before 
Motor Accident Claims Tribunals (MACT), cases 
under Succession Act, labour disputes) should be 
given priority and should be disposed off within less 
than a period of one year,

under Succession Act, labour disputes) should be 
given priority and should be disposed off within less 
than a period of one year,
(c) there should be adequate court rooms equipped 
with proper facilities and sufficient accommodation, 
(d) inspection of courts and training of judicial 
officers.
Malimath Committee Report (2003)  : The comm-
ittee expressed concern regarding enormous 
pendency and new inflow of cases in the courts 
across India. To tackle the situation of arrear and 
pendency, the Committee recommended the 
following: 
(a) Setting up of an “Arrear Eradication Scheme” to 
tackle cases pending for more than 2 years; 
(b) that the working days of the Supreme Court be 
raised to 206 days and High Court by 231 days to 
deal with arrear of cases; 
(c) the summary procedure prescribed by Section 262 
to 264 of the Criminal Procedure Code should be 
exercised in large number of cases in which 
punishment is two years and less to quicken the pace 
of justice;
(d) the Committee noted that the steps should be 
taken to increase the number of judges and a National 
Judicial Commission should be constituted at the 
national level to deal with the appointment of judges 
to the High Courts and the Supreme Court and to 
deal with the complaints of misconduct against them.
Justice Sobhag Mal Jain Memorial    (2006) on ‘Del-
ayed Justice’ by the then Chief Justice of India, 
Justice Y.K. Sabharwal, expressed concern regarding 
delay in dispensation of justice and noted that delay 
in disposal of cases not only creates disillusionment 
amongst the litigants, but also undermines the very 
capability of the system to impart justice in an 
efficient and effective manner. The following was 
recommended to reduce the arrears in the courts:
(a) Increase in the strength of judges by creating 
additional courts and by appointing additional 
judicial officers in the subordinate courts. 
Appointment of Ad hoc Judges under Article 224A of 
the Constitution to clear the backlog in the High 
Courts for a period of five years or till the backlog is 
cleared. 

[1]

REPORTS AND RECOMMENDATIONS

[2]

[3]

 [1] http://lawcommissionofindia.nic.in/51-100/report77.pdf  [2] http://www.pucl.org/Topics/Law/2003/malimath-recommendations.html
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A Non-Performing Assets-layman language
1 NPA is a terminology used in banking to define those 

loans/ advances/ etc., wherein no payment has been 
made towards interest and/or principal amount from 
the last 90 days.

B Legislative Framework with regard to Non-Per-
forming Assets

3 The RBI Master Circular provides for conditions 
what would comprise an NPA. Any of the condi-
tions mentioned below will lead to an account be 
declared as an NPA:

1 The general legal framework for stressed assets is con-
tained in Prudential Framework for Resolution of 
Stressed Assets Directions, 2019(for short “Frame-
work for Stressed Assets”) and Master Circular of RBI 
bearing no.  RBI/2015-16/44 dated 01.07.2015 on 
Income Recognition and Asset Classification Provi-
sioning and Other Related Matters-Urban Cooperative 
Banks (UCBs) (for short “RBI Master Circular”)

2 Banks usually categorize loans as NPAs after 90 days 
of non-payment of interest or principal, which can 
occur during the term of the loan or for failure to pay 
principal due at maturity.

a Interest and/or installment of principal remain overdue 
for a period of more than 90 days in respect of a Term 
Loan.

a Sub-Standard Assets: A Sub-Standard asset is one 
which has been NPA for a period less than or equal to 
18 months.

b Doubtful Assets: A Doubtful asset is one which has 
been NPA for a period exceeding 18 months.

c Loss Assets: A Loss asset is one where the loss has 
been identified by the bank, through the internal or 
external auditor or by the RBI inspection and the 
amount has not been written off wholly.

2 There are three types of NPAs namely:

b The account remains 'Out of order’ for a period of 
more than 90 days, in respect of an Overdraft/Cash 
Credit (OD/CC).

c The bill remains overdue for a period of more than 90 
days in the case of bills purchased and discounted.

d Any amount to be received remains overdue for a 
period of more than 90 days in respect of other 
accounts

e In case of Agricultural advance there are certain condi-
tions specified in Annexure -1 which are not relevant 
in the present case.

4 The Framework for Stressed Assets provides for early 
recognition, reporting and time bound resolution of 
stressed assets.

5 The Framework for Stressed Assets is applicable to the 
following entities (for short “Financial Institu-
tions”):

a Scheduled Commercial Banks (excluding Regional 
Rural Banks);

b All India Term Financial Institutions (NABARD, 
NHB, EXIM Bank, and SIDBI)

c Small Finance Banks; and,
d Systemically Important Non-Deposit taking 

Non-Banking Financial
e Companies (NBFC-ND-SI) and Deposit taking 

Non-Banking Financial
f Companies (NBFC-D)

a If the installment is overdue for a period of 30 days, 
then the borrower’s account becomes a Special Men-
tion Account-1(SMA-1),

6 As per the Framework for Stressed Assets, lenders 
shall recognize incipient stress on loan accounts 
immediately on default, by classifying such assets 
as special mention accounts (SMA) as per the 
following categories:
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e As per the Respondent, since the installment that was due 
on 01.01.2020 was not paid within 30 days, the account 
of the petitioner was classified as SMA-1.

f Thereafter since it was not paid within 60 days, the 
account was classified as SMA-2 and thereafter it 
became an NPA.

g The Petitioner approached the Delhi High Court that in 
view of the pandemic COVID-19, his account could not 
be classified as an NPA.

h The Petitioner has relied on the Statement by RBI where-
in the object of the said policy issued by the RBI stated is 
to inter-alia ease the financial stress caused by 
COVID-19 disruptions by relaxing repayment pressures 
and improving access to working capital and further 
improving the functioning of markets in view of the high 
volatility experienced with the onset and spread of the 
pandemic.

2 Decision of the Court
a The Hon’ble Court held on the perusal of Statement of 

RBI dated 27.03.2020 along with Regulatory Package 
issued on March 27, 2020 prima facie shows that the 
intention of the RBI is to maintain status quo as on 
01.03.2020 with regard to the all the installments pay-
ment for which had to be made post 01.03.2020 till 
31.05.2020.

E Conclusion
1 The COVID-19 Regulatory Package by RBI was appli-

cable to NPAs.
2 The Court will allow status quo as to classification of 

loan accounts for a period of three months.
3 The order of moratorium is granted only to ease the 

financial stress on the borrower.

b The Hon’ble Court observed that if the Regulatory Pack-
age is applicable only to Standard Asset accounts, there 
was no necessity for the RBI to refer to Classification of 
an account as NPA in its Regulatory Package and RBI 
could have only referred to the change of classification as 
a SMA.

c The restriction on change in classification as mentioned 
in the Regulatory Package shows that RBI has stipulated 
that the account which has been classified as SMA-2 
cannot further be classified as a non-performing asset in 
case the installment is not paid during the moratorium 
period i.e. between 01.03.2020 and 31.05.2020 and 
status quo qua the classification as SMA-2 shall have to 
be maintained.

d The Hon’ble Court also clarified that interest and penal 
charges will continue to accrue and that the loan classifi-
cation will change to NPA if the borrower fails to clear 
the dues after the moratorium period as allowed by RBI.

If the installment is overdue for a period of 60 days 
then the borrower’s account becomes a Special Men-
tion Account-2(SMA-2), and

b

If the account is overdue for a period of 90 days then it 
becomes an NPA.

c

RBI and COVID-19C

Statement on Developmental and Regulatory Policies 
dated 27.03.2020 published by the Reserve Bank of 
India (for short “Statement by RBI”)

1

The Statement by RBI provides for various develop-
mental and regulatory policies that directly address the 
stress in financial conditions caused by COVID-19.

2

The Statement by RBI provides for moratorium on 
loans in the wake of COVID-19 pandemic is applica-
ble even to loans which were on default as on March 1, 
2020.

3

The provision on moratorium is applicable to all finan-
cial institutions.

4

The Statement by RBI provides that all commercial 
banks are being permitted to allow a moratorium of 
three months on payment of installments in respect of 
all term loans outstanding as on March 1, 2020.

5

The repayment schedule and all subsequent due dates, 
as also the tenor for such loans, may be shifted across 
the board by three months.

6

COVID-19 Regulatory Package issued by RBI dated 
27.03.2020(for short “Regulatory Package”)

7

The RBI has permitted all financial institutions to 
grant a moratorium for up to 3 months on the payment 
of all principal, interest and repayment installments 
between March 1, 2020 and May 31, 2020 to their bor-
rowers, for all term loans, including credit card dues.

8

In the Regulatory Package, the RBI has stipulated that 
if a Financial Institution grants the Moratorium to a 
borrower, it will not constitute a reclassification of an 
asset. For term loan accounts, which enjoy the Mora-
torium, any asset reclassification, such as special men-
tion accounts (SMA) or NPAs, will be based on the 
revised repayment schedule.

9

The repayment schedule for such loans as also the 
residual tenor, will be shifted across the board by three 
months after the moratorium period. Interest shall con-
tinue to accrue on the outstanding portion of the term 
loans during the moratorium period.

10

Brief Facts1

The Petitioner i.e. Anant Raj Limited had availed bank 
facility to the tune of Rs.815 crores from the Respon-
dent i.e. Yes Bank in year 2010-2015, which was paid 
in full.

a

In the period, 2016 to 2018, the respondent further 
extended loan facilities through various sanction 
letters.

b

The Petitioner had taken loan of Rs. 1570 crores out of 
which 1056 crores were paid in full.

c

The Petitioner could not pay the installment due from 
01.01.2020, which is the subject matter of the present 
petition. 

d

Anant Raj Limited -Vs- Yes BankD
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