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Date of Authentication and publication

17 Magh 2058 (30 January 2002)
1. Recovery of Debts of Banks and Financial Institasi¢First Amendment) Act, 2063
Act number 16 of the year 2058 (2002)
An Act madeto providefor recovery of Debts of banks and financial
institutions

Preamble Whereas, it is expedient to make provisions for rdmovery of principal
and interest of debts recoverable from borrowerdryapg and settling cases relating

to recovery of debts of banks and financial insittus in a speedy and prompt manner;

Now, therefore, be it enacted by Parliament infiret year of reign oHis Majesty
the King Gyanendra Bir Bikram Shah Dev.

Chapter-1

Preliminary

1. Short titleand commencement: (1) This Act may be called " Recovery of
Debts of Banks and Financial Institutions Act, 2(Z5®2)".

(2) This Act shall commence on such date as neaggpointed by

Government of Nepal, upon a notification in the BleBazette”

2. Definitions: Unless the subject or the context otherwise reguirethis Act:-

»
It came into force on 2060.4.1 by a notification published in the Nepal Gazette dated 2060.3.2.



(a)

(b)
(€)

(d)

(e)

(f)

(9)

(h)

(i)

"Bank and financial institution"” means a bamd financial institution

as referred to in Section 3.
“Tribunal® means the tribunal established parguo Section 4.

"Member" means a member of the tribunal esthbll pursuant to

Section 4, and this term also includes the chesgoeof the tribunal.

"Appellate tribunal” means the appellate tribuastablished pursuant to

Section 8.

"Appeal hearing authority” means the personoayed pursuant to

Section 9.

"Debt" means principal and interest of a dedttIby a bank or financial
institution to a borrower with or without securitynortgage of a
movable or immovable property or other necessargurdy or

guarantee, and this term includes arrears dueengdvable from the off
balance sheet transactions or fee, commission iaiedest chargeable

therefor.

"Borrower” means a person, firm, company or pooate body
established pursuant to the prevailing law who des a debt from a

bank or financial institution, and this term incésda guarantor.

"Debt recovery officer" means the officer sped pursuant to Section
28.

"Prescribed" or "as prescribed" means presdritieas prescribed in the

Rules framed under this Act.

Banks and finandal ingitutions to which provisons of the Act apply:

The provisions of this Act shall apply to casestia to recovery of debts of

the following banks and financial institutions.

(a)

Agricultural development banks established unttee Agricultural



Development Bank Act, 2024(1967),

(b) Commercial banks established under the CommlerBank Act,
2031(1974),

(c) Nepal Industrial Development Corporation essiigld under the Nepal
Industrial Development Corporation Act, 2046 (1989)

(d)  Such other financial institutions as may bec#md by Nepal Rastra

bank from time to time.

Provided, however, that the provisions of this #aall not apply to the
recovery of a debt of which principal is less thiam hundred thousand

rupees.

Chapter-2
Establishment and Formation of Tribunal and Appellate Tribunal

Egablishment and formation of tribunal: (1) Government of Nepal may,

by a notification in the Nepal Gazette, establish debt recovery tribunal, as
per necessity, in order to originally try and setthses relating to recovery of

debts of banks and financial institutions.

(2) The seat and territorial jurisdiction of theibunal to be

established under Sub-section (1) shall be asfeg@an such a notice.
(3)  The tribunal shall have the members as fadlow
(@) Law member,
(b)  Banking member, and
(c)  Accounts member

(4) The law member shall be the chairpersorefttibunal and, in

his/her absence; the banking member shall chairithenal.



(5) Notwithstanding anything contained elsewharethis section,
Government of Nepal may, by a notification in theepdl Gazette, add
territorial jurisdiction of the tribunal and givewer to originally try and settle

cases relating to debt recovery.

Appointment of member: Government of Nepal shall, by a natification in

the Nepal Gazette, appoint the member from amotigstpersons having
possessed qualifications as referred to in Seétion

Provided, however, that while appointing the bagkilember and the accounts

member, Government of Nepal shall consult Nepatf@aBank.

Qualifications for member: One has to possess the qualifications as follows

in order to be member:

(@) For the law member, one who is incumbent srdleeady become or is

gualified to become a judge of the District Court,

(b)  For the banking member, one who, having posseatleast bachelor’s
degree in economics or commerce, has at leastdans yof experience
in a post of at least Class-Two officer level pimsa bank or financial

institution established pursuant to the prevaileng.

(c)  For the accounts member, one who, having pesdest least bachelor’s
degree in commerce or passed chartered accoun@neyamination
equivalent thereto, has obtained the auditor ceatd of at least “b”
class and gained at least ten years of experienaaditing of the bank

or financial institution sector.

Tenure of a Member: A member shall hold office for a period of fiveays

from the date of his/her appointment to the postraay be re-appointed.

Egablishment of Appédlate Tribunal: (1) For purposes of hearing appeal

against a decision made by the tribunal under Alsts Government of Nepal



10.

11.
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may, by a notification in the Nepal Gazette, essablthe debt recovery

Appellate Ttribunal, as per necessity.

(2) In establishing the Appellate Tribunal pursusm Sub-section
(1), the seat and territorial jurisdiction of sugppellate tribunal shall also be

specified.

(3) Government of Nepal may, by a notification time Nepal
Gazette, so specify that any Appellate Tribunal rhagr appeal against an

order or decision made by a tribunal outside istteial jurisdiction.

Appointment of appeal hearing authority: Government of may, by a

notification in the Nepal Gazette, appoint any persvho is an incumbent
judge, or has already become or is eligible to bexgqudge, of the Appellate
Court to the post of Appeal Hearing Authority o tAppellate Tribunal.

Tenure of appeal hearing authority: The appeal hearing authority shall

hold office for a period of five years from the elaif his/her appointment to

the post and may be reappointed.

Remuneration and faclity: The remuneration and facilities and other

conditions of service of the member and the Appesdring Authority shall be

as prescribed.

Vacation of seat: (1) The member or the Appeal Hearing Authoritplsh

cease to hold his office in the following circunrstas:-
(@) If the tenure expires pursuant to this Act,

(b) If the resignation tendered from the office ascepted by

Government of Nepal,

(c) If one is removed by Government of Nepal oougid of bad

conduct or lack of competency.

(2) Government of Nepal shall, prior to issuinrg@der to remove



13.

14.

him/her from office pursuant to Clause (c) of Selt®n (1), give him/her a

reasonable opportunity to defend himself.

Fulfillment of vacant post: If the post of chairperson or Appeal Hearing

authority falls vacant under Section 12 or for aotiier reason, the post so
fallen vacant shall be filled in accordance witle ghrocedures referred to in

Section 5 or Section 9 for the remainder of histhan.

Chapter-3

Juridiction and Procedures of Tribunal and Appélate Tribunal

Functions, dutiesand jurisdiction: (1) Following the establishment of

the tribunal pursuant to this Act, the tribunallshave powers to originally try
and settle cases on recovery of debts of bankdiaawkcial institutions under
its jurisdiction.

(2) The three members shall collectively exercisasgliction of the

tribunal. Majority opinion shall be deemed to baemision of the tribunal.

(3) Notwithstanding anything contained in Sub-s®cti(2), if two
members including the law member are present, caagde tried and settled.
Other actions except deciding a case or issuinga érder may be taken if

two members other than the law member are present.

(4) If unanimity is not made while trying and sietgjl a case in presence
of two members pursuant to Sub-section (3), the cmll be submitted for

action and settlement in presence of the absentw@ermas well.

(5) If majority is not there even on submissionguamt to Sub-section
(4), it shall be written to the appellate tribufad a way-out in respect of such

a case.

(6) The appellate tribunal shall, following its aslishment, have the



final power to hear appeal against any order isdnethe tribunal under its
jurisdiction.

(7) Notwithstanding anything contained in this A& bank and
financial institution may, in respect of a debtoeerable by it, file a petition
on recovery of the debt only in respect whereofftillowing conditions are
fulfilled.

(@) Ample discussions and activities were held eawdied out with

the borrower to settle, or cause to be settle dgléto.

(b) The bank and financial institution took adeguattion on the

recovery of debt but the debt could not be recalere

15.  FEiling of petition with tribunal: (1) If a bank or financial institution fails

to recover any amount recoverable from the borroutdras to file a petition,
accompanied by the prescribed fees, in the prestribrmat, to the tribunal

within the following time limit so as to have suamount recovered.

(@) Inthe case of debts already matured at thhe 6if commencement
of this Act, “within five yearsfrom the date of commencement of
this Act.

(b)  In the case of debts matured after commencemiethis Act,

Pwithin four yearsfrom the date of such maturity.

(2) In filing a petition pursuant to Sub-section),(ihe concerned
bank or financial institution has also to pay anoant to be set by 0.25 per
cent of the amount claimed by it to the tribunaadvance as the debt recovery

fee.

Y Amendment by First Amendment .

Y Amendment by First Amendment .
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(3) No later than fifteen days of the date of rgtef the petition as
referred to in Sub-section (1), the tribunal hassoe a 15-day summons to the
defendant to file a note of defense in order teddfhim/her accompanied by
proofs and evidence, and the defendant has tdhi@enote of defense within
that time limit.

Provided, however, that if the defendant failsi®d note of defense within the
time limit because of occurrence of a circumstdmeyond control and makes a
petition within 15 fifteen days thereafter, settimgf reasons therefor, and if the
contents of such application appear reasonabldtithenal may extend the time

limit not exceeding fifteen days.

Power to issue interim ordes: (1) If, in respect of a case under its

consideration, the tribunal thinks, upon a petitiohthe party, that it is
necessary to so withhold the security furnishedbf@mowing the debt or the
movable or immovable property owned or possessedobyitle to which
belongs to, the guarantor of the borrower as tovgme such security or
property from being transferred, transmitted odsdie tribunal may issue an
interim order to the concerned office to withholetls property until another
order is issued.

(2) It shall be the duty of the concerned officeobserve the order as

referred to in Sub-section (1).

Period for trying and settling cases. The tribunal has to try and settle a

case filed under this Act no later than one hundifgddays from the date of
submission of a note of defense where the notefehde is filed and from the
date of expiration of the time limit for the filingf a note of defense where
such note is not submitted.

Provided, however, that no case shall be triedsatided finally until the time

limit allowed for extending the expired time linptirsuant to Sub-section (3) of
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Section 15 is expired.

To read out decison: (1) Decision made by the tribunal has to be read out

to the present parties or their attorneys and a ti@s to be got executed by

them that they have heard the decision.

(2) If the concerned parties or their attorneys rase present at the
time of making decision, information of decisiorsia be sent to them within

seven days of making decision.

Appeal: (1) A party who is not satisfied with the decisiomde by the
tribunal may file an appeal, accompanied by thesquibed appeal fee, in the
prescribed format, to the concerned Appellate Trabwvithin fifteen of receipt

of duplicate copy of the decision.

(2) No later than seven days of registration ofappeal as referred
to in Sub-section (1), the Appellate Tribunal hagive a thirty-day time limit
to the defendant to file a note of defense, accomeplaby proofs and evidence,
for his/her defense; and the defendant has tdHdenote of defense within that

time limit.

Provided, however, that if the defendant fails ite & note of defense within
that time limit because of occurrence of a circamsé beyond control and
makes a petition, setting out reasons therefore, Appellate Tribunal may
extend a time limit of fifteen days.

Compromise: (1) Notwithstanding anything contained elsewharethis

Act, if both plaintiff and defendant, with a view tompromising any case yet
to be tried and settled pursuant to this Act, makepplication on compromise
to the tribunal or appellate tribunal, and bothtipar agree to enter into
compromise after hearing the contents of the appdia read out to them and
understanding the meanings and consequences thesstd well known to

them, the tribunal or appellate tribunal may hagenpromise irrespective of
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the stage of case proceedings.

(2)  For having compromise pursuant to Sub-sectigndach of the
plaintiff and the defendant has to pay half the paymise fee in a sum to be
set by 0.50 percent of the claimed amount to tieiial. The fee chargeable
for compromise required to be so paid by the pkiieball be deducted from
the debt recovery fee paid by him/her in advancesymnt to Sub-section (2)

of Section 15, and collected accordingly.

(3) The tribunal so making compromise has to ortex debt

recovery officer to implement the compromise madespant to Sub-section
(2).

Implementation of decision: (1) After reading out a decision pursuant to

Section 18, the tribunal has to issue an ordehenname of the debt recovery
officer to implement the decision, after receiptdefcision of the appellate
tribunal where appeal has been filed against thatstbn and after expiration

of the time limit for appeal where appeal has resrbfiled.

(2) The tribunal may, in issuing an order pursuanSub-section (1),

also specify a period for the implementation ofisien.

Deposit to be furnished for appeal: In making appeal pursuant to Section

19, the borrower has to furnish cash deposit inra that is thirty per cent of

the amount held recoverable by a decision madadédyibunal.

Period for_settling appeal: The Appellate Tribunal has to finally settle an

appeal made under this Act within ninety days fither date of submission of a
note of defense of appeal where such note of defaas been submitted and
from the date of expiration of the time limit fartemission of a note of defense
where such note of defense has not been submittddsand information

thereof to the concerned tribunal no later thatedm days from the date of

final settlement.
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Powers and procedures of tribunal _and appellate tribunal: (1) In

trying and settling cases filed under this Act, thbunal and the appellate
tribunal may determine their procedures on theinosubject to this Act or the

Rules framed under this Act.

(2) In trying and settling cases filed under thist,Ahe tribunal or
the Appellate Tribunal shall have the same powersluding to issue
summons, summon presence of petitioner, defendaimess, administer oath,
take deposition, examine proofs, evidence and sacgsdocuments or
statements, require submission of documents, eduinishing of security and

impose punishment as the court of law has undepréneailing law.
Chapter-4
Procedures of debt recovery

Procedur es of debt recovery: (1) Upon receipt of an order of the tribunal,

the debt recovery officer has to recover the debount from the borrower
within the time limit specified in that order andtgt provided to the concerned

bank and financial institution.

(2) In recovering the principal and interest of abtl the debt
recovery officer may follow the following procedstesubject to the prevailing

law.

(a) To take possession of, or auction, the borrsvegher movable or

immovable property whether furnished as securitgiaiy

(b) To take possession of, or auction, the guaranimovable or
immovable property,

(c)  Where any individual is a borrower or guaranto arrest such

individual and detain him/her pursuant to the preng law.

L iability of guarantor: (1) The liability of a guarantor furnishing guaraat
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for a borrower shall be limited only to the amoahguarantee furnished.

(2) Notwtthstanding anything contained in the piérng law, the
liability referred to in Sub-section (1) may be lread directly from the

guarantor.

Order of debt recovery office to be equal to that of tribunal: (1) Any

order given by the debt recovery officer under ¥t in respect of recovery
of a debt shall be equal to an order given by timinal, and it shall be the

duty of all the concerned to carry out such order.

(2) If any person disobeys any order given by tebtdrecovery
officer under this Act, the tribunal may institidentempt proceedings against

that person pursuant to Section 30.

Chapter-5

Miscellaneous

Designation of debt recovery officer: (1) Government of Nepal may

designate at least the Gazetted Class-Two offie¢he debt recovery officer.

(2) The functions, duties and powers of the debbvery officer

shall be as prescribed.

Provisions relating to other employees. Government of Nepal may

provide required employees for the operation otcfioms of the tribunal or

appellate tribunal, in addition to the debt recgweificer.

Power to institute action on_contempt: (1) The tribunal or appellate

tribunal may institute action on its contempt.

(2)  If the tribunal holds that its contempt hasrtbeemmitted, it may
punish the accused with a fine not exceeding ooestnd rupees or with

imprisonment for a term not exceeding one monthsitr both.
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(3) If the Appellate Tribunal holds that its conggimhas been
committed, it may punish the accused with a fineexezeeding five thousand
rupees or with imprisonment for a term not excegdhree months or with
both.

(4) Notwithstanding anything contained in Sub-s@tt{l) or (3), if
the accused begs a pardon to the satisfaction eofctimcerned tribunal or
appellate tribunal, it may pardon him/her withoubcting him/her to any
punishment or lessen or pardon punishment wheresipment has already
been specified or issue an order to suspend pueisthand not to execute

punishment if the specified terms are observed.

Payment of amount by bank and financial _institution: (1) After a debt

has been recovered under this Act, the concernekl dyxad financial institution
have to pay one percent of the debt amount toritvenial for the debt recovery
fee. In so paying the debt recovery fee by the mnkfinancial institution, it
has to pay only the amount that remains after deduthe amount paid by it
under Sub-section (2) of Section 15.

(2) The tribunal has to deposit the amount paidspamt to Sub-
section (1) with the consolidated fund as prescrimg Government of Nepal.

Trander of cases. The debt related cases falling under jurisdictidrihis

Act and awaiting judgment by the District Court ahd Appellate Court shall

be transferred to the concerned tribunal or apigetidbunal.

Power to frame Rules: Government of Nepal may frame necessary Rules in

order to implement the objectives of this Act.



