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Consumer Education Literature
On Income Recognition,Asset Classification Norms

1. WhatisaNon-PerformingAsset?

A'non-performingasset’ (NPA) isdefinedas credit inrespect of whichinterestand/ or
instalmentofprincipalhasremained'pastdue'foraperiodofo0daysormore.

AnaccountcanbeclassifiedasNPAonlyiftheinterestdueandchargedduringanyquarterisnot
servicedfullywithin90daysfromthe endof thequarter.

2. SpecialMentionAccount(SMA)andClassification

TheclassificationofSpecial Mention Accounts(SMA) isintroducedby the RBI,
toidentifythoseaccountsthathavethepotentialtobecomeanNPA/StressedAsset.ClassificationofSMAI
sasbelow:

Loansotherthanrevolvingfacilities Loansinthenatureofrevolvingfacilitiesli
kecashcredit/overdraft
SMASub- | Basis for classification —| SMASub- | Basisforclassification—
categories | Principalor interest payment or | categories | Outstandingbalanceremainscontin
any uouslyinexcessofthesanctionedlim
otheramountwhollyorpartlyoverdu itordrawingpower,whicheverislowe
e r.fora
periodof:
SMA- Upto30days
0
SMA- Morethan30daysandupto60days SMA- Morethan30daysandupto60days
1 1
SMA- Morethan60daysandupto90days SMA- Morethan60daysandupto90days
2 2

The date of SMA/NPA shall reflect the asset classification status of an account at the day-end of
thatcalendardate.

3. Whatisoverdueamount?

LoanOverdueAmountistheamountleftunpaidevenaftertheduedateofpayment.

4. Up-gradationofloanaccountsclassifiedasNPAs

LoanaccountsclassifiedasNPAsmaybeupgradedasStandardassetsonlyifentirearrearsofinterestand
principalarepaidbytheborrower.WithregardtoupgradationofaccountsclassifiedasNPAduetorestructu
ring,non-
achievementofdateofcommencementofcommercialoperation(DCCO),etc.,theinstructionsasspecifie
dforsuchcasesshallbeapplicable.



5. Whatisthemeaningoftheterm‘Dues’?
Theterm‘Dues’mean,theprincipal/interest/anychargesleviedontheloanaccountwhicharepayablewithi
ntheperiodstipulatedasperthetermsofsanctionofthecreditfacility.

6. RenewalPending:

Regularandad-
hoccreditlimitsneedtobereviewed/regularizednotlaterthanthreemonthsfromtheduedate/dateofad-
hocsanction.

7. Atwhatperiodicitythelendinglnstitutionsundertaketheclassificationof AccountsasSMA
orNPA?

LendinginstitutionsundertaketheprocessofclassificationofaccountsasSMA/NPAondailybasisduringt
he Day-end-process.

8. WhetherallloanaccountsoftheborrowerisclassifiedasNPAifoneofhisloanaccountsturnsN
PA?

Yes, NPA classification is borrower wise andnot account wise. Hence ifone loan account of
theborrower isclassifiedasNPA, allotherloanaccountsoftheborroweralsowill beclassifiedasNPA.

9. Whetheramountpaid/depositedduringthedayisconsideredduringtheNPAmarkingproces
s?

Creditsreceivedbeforetheday-end-
processareconsideredforcalculationofdelinquencyatthetimeofundertakingtheAssetClassificationpro
cess.Anycreditreceivedsubsequentlyaretreated asreceiptsforthesubsequentday.

10. WhatistheimpactontheborrowerifaccountisslippedtoStress/NPA?

AspertheregulatoryguidelinesBankhastoreportStress/Default/NPAtoCentralRepositorylnformation
of Large Credit (CRILC), Credit Information Companies etc. from time to time whichimpact the
credit history of the borrowers and attendant repercussions. Further, recovery
actionincludinglegalactionwouldbeinitiatedbyBank.



