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Securitisation and Reconstruction of Financial Assets and Enforcement of
Security Interest Act, 2002 (54 of 2002) - Objects and reasons - The Statement
of Objects and Reasons of the Sarfaesi Act states that the banking and financial
sector in the country was felt not to have a level playing field in comparison to
other participants in the financial markets in the world. The financial institutions
in India did not have the power to take possession of securities and sell them.
The existing legal framework relating to commercial transactions had not kept
pace with changing commercial practices and financial sector reforms resulting
in tardy recovery of defaulting loans and mounting non-performing assets of
banks and financial institutions. Narasimhan Committee | and Il as also the
Andhyarujina Committee constituted by the Central Government Act had
suggested enactment of new legislation for securitisation and empowering banks
and financial institutions to take possession of securities and sell them without
court intervention which would enable them to realise long-term assets, manage
problems of liquidity, asset liability mismatches and improve recovery. The
proceedings under the Recovery of Debts Due to Banks and Financial Institutions
Act, 1993 (hereinafter referred to as “the DRT Act”) with passage of time, had
become synonymous with those before regular courts affecting expeditious
adjudication.
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