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All Liquidated banks

Dear Sir /Madam,

Comprehensive Guidelines for Liquidators of Urban Cooperative Banks-
Repayment of DICGC dues.

As you are aware, the Deposit Insurance and Credit Guarantee Corporation
(DICGC), (hereinafter referred to as the ‘Corporation’ or ‘DICGC’), has issued
various guidelines regarding the repayment of claims settled for liquidated Urban
Cooperative Banks (UCBs). When UCBs are placed under liquidation by the Central
Registrar of Cooperative Societies (CRCS) or the Registrar of Cooperative Societies
(RCS), the appointed liquidators are also required to perform their duties in
accordance with the provisions of Deposit Insurance and Credit Guarantee
Corporation Act, 1961 (hereinafter referred to as ‘DICGC Act’), and the Deposit
Insurance and Credit Guarantee Corporation General Regulations, 1961 (hereinafter
referred to as ‘DICGC General Regulations’) issue thereunder. The aim of the
guidelines was to consolidate all request made to RCS/CRCS, provisions, and
judicial interpretations in one place to improve clarity, enhance compliance, and
facilitate a better understanding of recovery requirements among liquidators.

2. Payment to other Creditors:

The liquidators of the bank should not pay to any creditor, including large
depositors, until the repayment to the Corporation is fully completed as per
Section 21 of DICGC Act.

2.1. The Hon’ble Supreme Court of India in the case of DICGC vs. Ragupathi
Ragavan & Ors., AIR 2015 SC 3070 has recognised the priority of Corporation to
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receive repayment from the liquidators under Section 21 of the DICGC Act. The apex
court has also clarified in the said judgment that there shall not be any other
preferential creditor who would be getting any amount from the liquidator till the
amount payable under section 21 of the DICGC Act is paid to the Corporation.
Therefore, the official liquidator of the bank concerned shall not make any payment
to any other creditors of the bank including the depositors with claims above insured
sum (presently %5 lakh) in same right and same capacity, until insured sums paid by
the Corporation to depositors have not been repaid in full.

2.2 Also, the payments to the ex-employees and ény other payment other than that
mentioned in the License Cancellation Order by Reserve Bank of India (hereinafter
referred to as ‘RBI’) may be made only after the repayment to DICGC is completed.

2.3 If any payment is made in violation of the above statutory provisions, DICGC
may take appropriate action, including legal measures.

3. Transfer of liquid funds:

The liquidators of the bank should immediately transfer the available liquid
funds to DICGC as per Regulation 22 of the DICGC Act.

3.1 In terms of the Regulation 22 of the DICGC General Regulations, the Official
Liquidators shall transfer the available liquid funds immediately to DICGC after
deducting reasonable liquidation expenses. The provision for future expenses must
be realistic, and cost-saving measures should be implemented by optimizing staff
and shutting down non-essential branches (if any). The liquid funds include cash,
bank balances including Fixed Deposits/Recurring Deposit/Sa\/ingleurrent account,
government securities etc.

3.2 Any holding of government securities by the liquidated bank may be immediately
liquidated. The liquidator may transfer the Central Government securities transferred
directly to DICGC under purchase/sale agreements (value free transfer) at prevailing
market rates published by Financial Benchmarks India Private Limited (FBIL).
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DICGC vide circular no. DICGC/RMC/335/11.02.997/2018-19 dated May 07, 2018,
on ‘Recovery from Liquid Funds by DICGC of claims settled to Insured Depositors’
(Annex A) has requested RCS/CRCS to issue necessary instructions to all
liquidators to approach the DICGC with offer of sale of securities held in the books of
liquidated banks without any further delay.

3.3 State Government securities must be liquidated by liquidators immediately and
the proceeds must be transferred to DICGC forthwith.

4. Accounts to be opened/opened in the name of the liquidators:

The liquidators of the bank should avoid opening any savings/current/Fixed
Deposit account without the permission of the CRCS/RCS and DICGC as
per DICGC guidelines dated July 30, 2020 (DICGC/RMC/266/11.02.997/2020-
21)

The liquidators are expected to make repayment out of liquid funds generated
through recoveries/sale of assets, etc. to the DICGC on a priority which is being
monitored by DICGC/RBI through quarterly returns. It has come to the notice of
DICGC that liquidators, instead of making repayments to DICGC had opened
FD/Current accounts without obtaining permissions from the RCS/DICGC and the
purpose of opening such accounts was also not clear. Incidents of frauds in the
FD/Current accounts opened by the Liquidators with other banks were observed,
and large amounts were reported to have been siphoned off by the culprits through
the fake FD receipts/Current accounts opened by the Liquidators. In this regard,
DICGC vide circular no. DICGC/RMC/266/11.02.997/2020-21 dated July 30, 2020
on ‘Fraud in accounts opened in name of liquidators of banks under liquidation-
Instructions regarding opening of account’ (Annex B) has requested the RCS/ CRCS
to examine the issue and advise all the liquidators falling under their jurisdiction to
not open any savings/current/FD accounts without the permission of the CRCS or
RCS, as the case may be, and ‘No Objection certificate’ (‘'NOC’) from DICGC.
Liquidators are therefore informed that while applying for NOC from DICGC, the
purpose of opening such accounts, may be clearly stated in the application for NOC.
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Further, the liquidator may periodically verify their investments/FD accounts (opened
after obtaining necessary approval as aforestated) with the bank concerned and
obtain balance confirmation.

5. Submission of the Statement:

The liquidators must submit the required statements to DICGC in a timely
manner, ensuring the accuracy and integrity of the data provided, as per
Section 34 of the DICGC Act.

5.1 Liquidators shall submit Quarterly Statements (in the format is enclosed as
Annex C) to DICGC within 15 days after the end of each quarter. The quarterly
statement has since been revised and includes information pertaining to both
immovable and movable assets.

5.2 Additionally, Liquidators must submit a balance confirmation certificate annually,
certifying the balances as of March 31t of each financial year, to DICGC by
December 31% after the end of the financial year.

6. Liquidation Process:

[ Every effort is to be made for completing liquidation process ai the earliest. J

Liquidators should expedite the liquidation process while adhering to the applicable
laws. Regular repayments to DICGC from liquid funds must continue until the
liabilities of the Corporation are fully extinguished/ reimbursed. The process of asset
sale should be completed promptly to prevent depreciation or deterioration of any
immovable or movable assets, mortgaged or hypothecated with the liquidated banks.

8. Please acknowledge receipt.

Yours faithfully

(Anup Kumiar)
Chief General Manager
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The Commissioner for Co-operation Registrar
of Cooperative Societies

FgIe,

Dear Sir
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Recovery from Liquid Funds by DICGC of
claims settled to Insured Depositors
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Please refer to Sec 21 of the DICGC Act on
the procedure for repayment to DICGC
from liquid funds on the claims settled.
Monitoring of the Liquid Funds, Statement
of Assets and Liabilities, Payment to
Depositors is presently monitored through
Quarterly Statements by the RCS, DICGC
and Regional Offices of RBI (DCBS). The
liquidator have powers to take into his
custody or control all assets, property,
effects and actionable claims of the bank
and to sell them. Even after the claim is
settled, some liquidators continue 'to hold
Government Securities in the books of the
liquidated banks as they are not in a
position to liquidate them as i) either these
securities lack market liquidity or ii) the
consent of the Gilt account holder entity
holding the securities of the liquidated bank
in their CSGL A/c is required. This results
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in delay in payments to insured depositors
(when claims are settled from liquid funds)
and also delay in repayment to DICGC.

SmsEr & 3eg gfasfoat oy
REAE & wles &1 Pty ey & sk
uf%?a?r'smﬂé'@ﬂaﬂ#raﬁraw*mﬁm
| P A AREATER gaRT F o Hud R
I R AT w9 ¥ weaar § Dt
(@&t & fAves & ) & w7 F s 5
mﬁdwﬁm%la‘raﬁmsn@i’ra?maﬂé
&@lT &Y, FBIL (Rrwifeerae dwames sfam
w fafaes) ﬁ.’?ﬁi‘:ﬁé—:mn‘r@
TER #r fAdt ¥ d@eftra g wwer
st & Feaied W, s Red dw
ERT 1 o8, 2015 & A 9RUT &
AEAH § TUT UHIETACHAT Z@RT 31
AT, 2018 & UF UHHETAMMAENR 2017-
18/ 034 & #Artgw ¥ RAYRT wfkar v
SIMGANN Z@RT e P s
T AR g ot & meas
q #r sree

DICGC has decided to purchase these
securities directly from liquidators and
credit the amount either as recovery for
DICGC or to fund the liquidity (for settling
claims) on a regular basis as and when
approached by the liquidator. The purchase
rates offered by DICGC will be as per
prevailing market prices published by FBIL
(Financial Benchmarks India Pvt. Limited).
The procedure prescribed by RBI through
its Master Circular dated July 1, 2015 on
valuation of Government Securities and
that by FIMMDA through their letter
FIMCIR/2017-18/034 dated March 31,
2018 shall be followed by DICGC.
Necessary monitoring will be done through
the Quarterly Statements.
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RCS is requested to issue necessary
instructions to all liquidators to approach
the DICGC with offer for sale of securities
held in the books of liquidated banks,
without any further delay.

Hadra/ Yours f%

cb%’w s,

(@ Te9ell/ V Chalapathy)
FETYEU®H/ General Manager
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Ref DICGC.RMC No/ 266 /11.02.997/2020-21 July 30, 2020

The Central Registrar of the Cooperative Societies (CRCS)
The Registrar of the Cooperative Societies (RCS)
All States

Dear Sir,

Fraud in accounts opened in name of Liquidators of banks under Liquidation-
Instructions reqarding opening of account

As you are aware that the Liquidators appointed for the Urban Cooperative Banks placed under
liquidation by the CRCS/RCS, discharges their duties as per the provisions of the DICGC Act.
DICGC has been disbursing claims as per sanctions through a nationalized bank for smooth
disbursal of insured deposits to the beneficiary’s bank accounts. The liquidators are expected
to make repayment out of liquid funds generated through recoveries/sale of assets, etc. to the
DICGC on a priority which is being monitored by DICGC/RBI through quarterly returns. The
Liquidator is expected to complete the liquidation process as per the Act provisions.

2. Recently, we have come across with two incidents of frauds in the FD/Current accounts
opened by the Liquidators with the two Public Sector Banks (PSBs). Large amounts reported to
have been siphoned off by the culprits through the fake FD receipts/Current accounts opened
by the Liquidators. The Liquidators, instead of making repayments to DICGC had opened
FD/Current accounts without obtaining permissions from the RCS/DICGC and purpose of
opening such accounts was also not clear. In the circumstances, the role of liquidators needs
to be monitored vigilantly to ensure that the funds generated through the recoveries/sale of
assets are adequately protected and liquidation process is completed after making full
repayment to DICGC.

3. In view of the above, the Office of the RCS/CRCS is requested to examine the issue and
advise all the liquidators falling under the jurisdiction to not to open any savings/current/FD
account without the permission of the RCS/NOC from DICGC. The Liquidators may also be
advised to periodically verify their FDs/Investments with the banks concerned and obtain
balance confirmation. The Liquidators may also be advised to submit a Trial Balance as on
March 31, every year to DICGC with a certificate of balances confirmations.

4. We request the CRCS/RCS to kindly issue suitable instructions to all the liquidators in the
matter, with a copy endorsed to us.

Yours faithfully,

Cagpery-

(D.K. Nalband)
Deputy General Manager
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Statement I: Statement of liabilities and assets

Name of the Bank

Ason

Amount

In lakhs

A. Liabilities

Amount (In lakhs)

1. Balance due to the DICGC

2. Balance due to the depositors

3. Sharecapital & Reserves

Other liabilities ( to be specified )

iv.

V.

TOTAL

B. Assets

Amount (In lakhs)

1. Excess of receipts over disbursements

2. Advances

i. Secured

ii. Unsecured

iii. Decreed

3. Investments in Government & other
Trustee Securities

i. Central Government

ii. State Government

4. Cash &Bank Balance

5. Assets acquired in satisfaction of claims

6. Other Assets
i.

iv.

TOTAL




Statement II: Statement of Realisation and Disbursements

Name of the Bank

During the quarter

Amount

In lakhs

A. Realisations

Amount (In lakhs)

1.Balance brought forward

2. Realisation out of

i. Advances

ii. Other Assets

iii. Sale of Investments

iv. Tangible Assets

v. Rent, Interest etc

3. Amount received from the Deposit Insurance and Credit
Guarantee Corporation in terms of Section 17 of DICGC Act

4. Other Receipts (to be specified)

iv.

V.

TOTAL

B. Disbursements

Amount (In lakhs)

1. Payment to Depositors in terms of Section 17 of the Deposit
Insurance & Credit Guarantee Corporation Act

2. Expenses incurred for the realization of advances & other
assets

3. Other payments if any

i. To the Deposit Insurance & Credit Guarantee Corporation

ii. Establishment charges

iii. Legal Charges

4. Other Expenses

iv.

Balance carried forward

TOTAL




Statement lll: Consolidated Statement

Name of the Bank

As on

Amount

In lakhs

Sr.No

Particulars

Amount (In lakhs)

Name of the Liquidated bank

2 |Date of de-registration (cut-off date) by DICGC

3 |Date of liquidation

4 Amount of Deposits of the bank at the time of cancellation of registration
of bank as insured bank by DICGC
Total claim sanctioned by DICGC (Including payment to be made from
surplus fund)

6 |Total claim released by DICGC

. Total claim amount to be paid from the surplus fund with the bank (5-6)

8 Total claim amount disbursed to depositors (No. of depositors within
bracket)

9 Total claim amount remaining undisbursed (5-8) Break up as per 9(a) &
9(b)

9a |Undisbursed amount lying with the bank (No. of depositors in bracket)

9% Undisbursed amount refunded and lying with DICGC (No. of depositors in
bracket)
Loans & advances outstanding, Investments and balance of fixed & other

10 |assets on the date of cancellation of registration as insured bank by
DICGC (cut-off date)
Assets realised by the liquidator so far - loan recoveries ,investment

11 |realised and other receipts ( from cut-off date until date of statement ) plus
cash & bank balances as on cut-off date

12 |Payments made to secured creditors excluding depositors

13 |Payments made to unsecured creditors excluding depositors

. Amount paid to large depositors( above Rupees one lakhiﬁva lakh out of
recoveries)

15 |Other payments made, if any

16 |Amount repaid to DICGC out of recovery

17 |Liquid fund available with the liquidator

18 |Liquidation expenses & statutory dues paid and provided for

19 [Amount lying with liquidator for payment to DICGC

20 |Total amount due to large depositors




Statement IV: Statement of Immovable Properties held by bank

Name of the Bank

As on

Amount

In lakhs

Sr.No

A. Details of immovable properties on
the name of the bank

Type of Immovable propoerty

Address of the property

Size of the propoerty

Valuation of property

Last valuation done

Legal Status

Sr.No

B. Details of immovable properties
acquired by bank from creditors

Type of Immovable propoerty

Address of the property

Size of the propoerty

Valuation of property

Last valuation done

Legal Status
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