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As per RBI's circular on Prudential norms on Income Recognition, Asset Classification and
Provisioning pertaining to Advances - Clarifications vide circulars
DOR.STR.REC.68/21.04.048/2021-22 dated November 12, 2021 and DOR.STR.REC.85/
21.04.048/2021-22 dated February 15, 2022 read with Non-Banking Financial Company-Non-
Systemically Important Non-Deposit taking Company (Reserve Bank) Directions, 2016 clarified

the amended norms of NPA.

Classification as Special Mention Account (SMA) and Non-Performing Asset (NPA)
Immediately on default, borrower accounts will be classified as special mention accounts

(SMA) as follows

Payment Not Received on Due
Date

Reported as SMA 0 if
Remains Overdue till 30
Days

Reported as SMA 1 for

the next 60 Days

Reported as SMA
2 For The next 90
DEVS

Reported as
NPA After 90
Days
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LOANS OTHER THAN REVOLVING FACILITIES:

SMA: Sub- | Basis for classification - Principal or interest payment or any other amount wholly
category | or partly overdue

SMA-0 Up to 30 days

SMA-1 More than 30 days and up to 60 days
SMA-2 More than 60 days and up to 90 days
NPA More than 90 days

INlustration: If due date of a loan account is March 31, 202X, and full dues are not received before the
lending institution runs the day-end process for this date, the date of overdue shall be March 31, 202X. If
it continues to remain overdue, then this account shall get tagged as SMA-1 upon running day-end process
on April 30, 202X i.e., upon completion of 30 days of being continuously overdue. Accordingly, the date of
SMA-1 classification for that account shall be April 30, 202X.

Similarly, if the account continues to remain overdue, it shall get tagged as SMA-2 upon running day-end
process on May 30, 202X and if continues to remain overdue further, it shall get classified as NPA upon
running day-end process on June 29, 202X.

Note:

As per RBI's guidelines, the lending institutions will flag borrower accounts as overdue at the day-end
processes for the due date, irrespective of the time of running such processes. The classification of
borrower accounts as SMA or NPA shall also be done as part of the day-end process for the relevant date.

* Any amount due to the lender under any credit facility is ‘overdue’ if it is not paid on the due date fixed
by the Lender. If there is any overdue in an account, the default/ non-repayment is reported with the
credit bureau companies like CIBIL etc. and the CIBIL report of the customer will reflect defaults and its
classification status.

NPA (Non-performing Assets): A Loan account is classified as NPA upon failure of the Borrower to pay
any EMI for a period of more than 90 days. Once the borrower is classified as NPA, the loan accounts shall
remain classified as NPA until the entire arrears of interest and principal are paid in full by the Borrower.

Upgradation of NPA Accounts

The loan accounts classified as NPAs may be upgraded as 'standard’ assets only if entire arrears of interest
and principal are paid by the borrower. Partial payment, such as payment of only interest or only one
instalment, shall not result in the upgradation of the loan account.
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