NAVIGATING SECTION 13(4): SYMBOLIC POSSESSION
& BORROWER RIGHTS UNDER THE SARFAESI ACT

SARFAESI OVERVIEW

SARFAESI Act 2002 provides banks with
accelerated NPA recovery mechanism via
Section 13(4), enabling asset possession
after a 60-day demand notice. Strict
procedural requirements must be met;
deviations provide legal grounds for
borrower challenges at the DRT within a
45-day window.
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Loan account must be
50 days past due
according to RBI
IRACP norms.
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Bank issuae a formal
60-day demand;
borrower right to object
under Section 13(SA).
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LEGAL RECOURSE: THE DRT CHALLENGE
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45-DAY STATUTORY
WINDOW

A Securitization Application
(SA) must be filed in the DRT
within 45 days of the symbolic
possession notice.
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STEP 3:

REASONED
REPLY

non-perhmctory, ressoned
response within 19 days
to borrower objections.

STEP 4; o -0
SECTION 13(4) ¢=~
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MEASURE

Bank takes ‘Symbolic
Possession’ upon notice
expirx, triggering borrower’s
45-day DRT window.
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SYMBOLIC VS. PHYSICAL POSSESSION

THE PROCEDURAL CHECKLIST (RULE 8)
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7-DAY PUBLICATION DEADLINE

Possession notice must be published in two leading
newspapers within 7 days of the measure.

CONSPICUOUS AFFIXATION

Rule 9(1) requires notice to be physically pasted on
a visible part of the property; lack of photographic
proof is grounds for stay.

RESERVE PRICE & VALUATION
Banks must obtain valuation from a registered

, valuer and consult borrower before fixing auction's
reserve price.
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OBTAINING AN PRE-DEPOSIT V. UNION OF INDIA =—— V. STATE OF UP
INTERIM STAY REQUIREMENTS &£ Upheld the Act's validity but &£ Confirmed that symbolic
Tribunais grant stays based on No mandatory deposit to file; established the borrower's POSSESSIOMISayneasyic

a 'Prima Facis' case, balance
of convenience, and threat of
irreparable ices.

Tribunais often condition stays
on a 10%-26% deposit of the
overdus amount.

mandatory right to be heard and
struck down high pre-deposit
hurdles. 99

challengeable in DRT immediately
without waiting for eviction. gy

AGRICULTURAL J¥
LAND EXEMPTION Q©O¥p
Under Section 31(1),

agricultural lend is strictly evempt;
notice against such land " =S,
can be quashed. /71
PENAL INTEREST VS.

PENAL CHARGES

RBI forbide ‘penal

interest’, banks may only
levy ‘penal charges’, A4
accounted for &
separately.

& MATHEW VARGHESE V.
= > M. AMRITHA KUMAR

£€ Ruled that the 30-day notice
for sale is mandatory and the
bank must act as a ‘irustee’

for the borrower's asset. ')
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