Restructuring of Loan Accounts

Reference: RBI Directive DOR.STR.REC.206/21.04.048/2025-26dated November 28, 2025 on Resolution
of Stressed Assets Directions, 2025 (updated as on July 1, 2026)

Chapter 3

1:10131601. (Restructuring) H2ell AUcAAlell i‘-ﬂ?Qﬂ (Prudential Norms)
Para 15 - Viability Assessment 3ol Time-bound Restructuring

RBI Qj $& 8? “A bank shall ensure careful assessment of the viability, quick detection of weaknesses in

accounts and a time-bound implementation of restructuring packages to achieve the basic objective of
preservation of economic value of units through restructuring.”

¥ SlESURL Alete] Restructuring 5l USAL Aol cAcURs ALURAL (Viability) A3 Il duicl
ReSA. o3

o WMl ddoueS adcl o3 ucll KA.
o UHAUR Restructuring $q AU,

o U Aot oAl ol URd AU (Economic Unit) claUlclclloll YU $cll A5, o8l bl
WAl % A Aot UGl Ay Y.

GELERWQL: A 2sUATA ¥52300] AUl A cirlell g U 213 B, HlAs WA B.:uFe 531 Yuralsll
AUl B. A5 EMI Aol 2%, Moratorium UL 2%, FITL olollell 23, 51201 ¥ Htl ®did B.

Para 16 — $2ll Ullcll Restructure $31 21?2 RBI WofAR ollAotl ABL YSIRall Wicll Restructure 31
2512, “A bank may restructure the accounts classified under 'standard’, 'sub-standard' and 'doubtful’

categories.” Y2@A HI2L Standard Account % 18|, NPA AL LRI WLl UL Restructure 531 2sL2L.

Para 17 — Retrospective Restructuring o1&l- “A bank shall not reschedule / restructure / renegotiate

borrower accounts with retrospective effect.”

s Wl ddluadl Restructuring 531 asdl ol GELSRWL: Loan Restructuring Approval 15 October

2026 8. 6ls cAv{l aAscll otell ¥ Restructuring 1 April 2026 &l UHAHL IBUA. L RBI Y ARSIAULUR
.

Para 18 — “In normal cases, restructuring cannot take place unless alteration / changes in the original
loan agreement are made with the formal consent / application of the borrower.” Borrower's Consent
%33, AHLA A Borrowero{l AL 1% WA AH(A (Aol Loan Agreement HLEAC ol8l. A2

Restructuring HI2 Borrowerdd{l Application ol Supplementary Agreement %3& 0.
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Para 19 — Notwithstanding paragraph 18 above, the process of restructuring may be initiated by a bank in
deserving cases subject to customer agreeing to the terms and conditions. ols UBL Restructuring o{l

A3uld 53 .

52clls culc Borrower 3R%) 5l olell. UL clsal G 3 blell oAl 23 Al dls WA uwl
Restructuringsll Yzcllcl &ﬂ Ak, U Borrowerdl 3d Al 3ld %Cﬂfst?q usal.

Para 20 — 5l cloiS¥ Restructuring 4 ay? Restructuring of advances may take place in the following

stages: (1) before commencement of commercial production / operation; (2) after commencement of
commercial production / operation but before the asset has been classified as 'sub-standard'; (3) after
commencement of commercial production / operation and the asset has been classified as 'sub-standard’
or 'doubtful’.

RBI 2L Stage ¢lclld 8. BELSWL

Stage—1-> Commercial Production USCL. GELSWL: %l S1E A¥ slecd Wlgse HI2 Aot Al B vl &%
dlect a3 U ol }edA ¥ Ulwse SIA U B. dl Loan Restructure 531 2SL2L.

Stage—2 > 8laCloll Hitll 23 UL oA V. UQL &% s1G2 NPA U otedl. WA} dlecte] Aot WAsLGo
&% SMA-2 Account 8. 3l Al A=l AH2L B.

Stage-3 > 8ol Hitll A3 UL A ® WA Loan Sub-standard Bl Doubtful 32IHL cd(sc
SRAHL U] & l URLALell Account Restructure US 5.

Para 21 — &l Uil (L2H- “A bank shall not take up an account for restructuring unless the

financial viability is established and there is a reasonable certainty of repayment from the borrower, as
per the terms of restructuring package.”

ols Restructuring RUR % 53 AR Viability U L2l A Borrower Restructured Loan UL ?ALSCQ
A% Acll aesoll wid?l sl

AL GMLHL RBI 5& & "HI2 NPA Y2lscll Hi2 Restructure ot §220."
GELSRRL: Borrower £2 ¥ 80 AllW sHIA B. olcll EMI 25 AW 8. Al Restructuring AL B,
o{log) Borrower €2 cl¥ HIAL X5 LW SHIL 8. EMI %25 LWL, W Restructuring Viable o1&l

Para 22 - Viability $cll A otssl s:<l? “ For the purpose of paragraph 21 above, the viability shall be

determined by a UCB based on the acceptable viability benchmarks determined by them, which may be
applied on a case-by-case basis, depending on merits of each case. Explanation: lllustratively, the viability
parameters may include the Return on Capital Employed, Debt Service Coverage Ratio, Gap between the




Internal Rate of Return and Cost of Funds and the amount of provision required in lieu of the diminution
in the fair value of the restructured advance.”

RBI 53 © €35 UCB Ulclla] Viability Benchmark oissl 529, GELWQ-

(1) Return on Capital Employed (ROCE): cAcllaHl coUdcll 38l uR ¥ecl «l§l e 2
(2) DSCR: Debt Service Coverage Ratio- Borrower EMI qscﬂ A¥?

(3) IRR Aol Cost of Funds: ProjectHi&ll HOld Return- GlSell Cost $cll cAUlR B?

(4) Diminution in Fair Value: Restructuring ugdl dlsal éac—j, ois5dlol AlA 8?

Viability A2Q "B ol8l, U2dq wdlsiA ul tell dsell YAl ud 2l A5 3 «18l?"

Para 23 - 325ARI YWUXA UG B A olslell 3601 WSIBoal WA UlA Ul wesicll asta o8l

“The usual asset classification norms would continue to apply while a restructuring proposal is under
consideration and the process of re-classification of an asset shall not stop merely because restructuring
proposal is under consideration.”

uQll A8l ot 52 B. A (AUR Proposal 1 WA NPA o8l ¢lol. RBI 53 & ‘sll’.
%l Account (2 Yol WA lA ad 8lat A, gsURL WX Proposal Pending &lcll 89l
A NPA % d1UA.

GELERRL: 30 June oll A% Wid (203 ool NPA tlold] 1A, Restructuring Proposal 5 July Yl Pending
8. Al 30 June Al A NPA %S dLQUAL

Para 24 - Approval Date H&ccloll “ The asset classification status as on the date of approval of the

restructured package by the competent authority would be relevant to decide the asset classification
status of the account after restructuring / rescheduling /renegotiation. “

RzsuRol 12 ofl URWell dAllu ol A% Al UR % AT 1R aAlA A AW Adeq]
sAlRUB 2t Yol o ol B,

GEL&RWL: Borrower ofl (R3225ARolell R%Y AW 1 9ot oll A% sRaUHl W B UG A Rl
1R 20 BdReell A sclHl AUA B AR Uld AURRlesS U 23] B. Al Resulat ugl uel
A Mld AHR2LeSS % 8, A A WRYell [RA (1 June) eSS USIBa2 &d.

Para 25 —: “In case there is undue delay in sanctioning a restructuring package and in the meantime the

asset classification status of the account undergoes deterioration, it would be a matter of supervisory
concern.” %l IgsAURool RY HR sclMl [Acin s9 dl, RBI UH Y.




o o5 H@dlbﬂ ijtﬂ Proposal Pending AN Ul A €M allet Standard Account, NPA olo{l 212 AL RBI
Inspection A dlellR olledct LR UM UMM R 5ARde(l U LA RUR, Decision B¥sUl AL
Delay ol 53.

Para 26 — The accounts not considered viable shall not be restructured and the bank shall accelerate the
recovery measures in respect of such accounts.

Non-Viable Account Restructure ol $3d. %\ Viability ot&ll dl Restructure 5220 ol&l. Aol HEQA
Recovery 213 53 SARFAESI, Arbitration, Suit, OTS, Security Sale, 2.

Para 27 —Any restructuring done without looking into cash flows of the borrower and assessing the
viability of the projects / activity financed by a bank shall be treated as an attempt at ever greening a
weak credit facility and shall invite supervisory concerns / action.

Evergreening UR RBIo{l 55 AdaR(l. vl W Heccloll [(A2AH 8. % Cash Flow %l CIIR Viability
AULRAL COLR HI2L NPA ollLlelell Restructuring $31 cll RBI Aol Evergreening 9LRL3l. ¥al Supervisory
Action (&5 L.

Evergreening %j 8?

ooll Aot Ay Ul atell. stcll Aot WL ool Alotej YLl wecl uiBls AN 53] Regular
wclelcl. Al cirdlds Ysarll eidl cdolR HIAt $1L GUR Restructuring Sl L RBI Yos0L
olellR wAAM AL B. BUR Yol ot AU 15 &l 27 Yl oll AR oA Yool B.

Yul Y&l
15 Viability AURD Vol YHAUR Restructuring 53.
16 Standard, Sub-standard ol Doubtful Accounts Restructure UES 2.
17 WAl dlluell Restructuring Hie2l o2l
18 Borrowers{l At AH(A °&3'€l 0.
19 as udd 531 23, URd Borrowersll 2clslA wiceas .
20 9[@& &S5 Restructuring 2S5 ©.
21 Viability el Repaymento{l clloll vitcddl &lcll 33l B.




Hul 4l

22 ROCE, DSCR, IRR, Diminution in Fair Value %cll Huesl Viability assl 83
23 Proposal Pending alall ©9cll NPA Classification Al 239\,

24 Approval Date H%0L Asset Classification olssl ual.

25 Restructuringl-tl Uoilae2ls (Aciol RBIHIZ Supervisory Concern 8.

26 Non-viable AccountOj Restructuring 0151'; Recovery UR tRllal VUL

27 Cash Flow A&\ Viability cl2lR¢] Restructuring 2@ Evergreening, ® RBI HIZ dlellR cllotcd 8.

Restructuring yedl Asset Classification

Para 28 — Standard Asset o] Restructuring: The accounts classified as 'standard assets' shall be
immediately re-classified as 'sub-standard assets' upon restructuring.

RBI %l 85 8? %\ s\¢5 Standard Asset Oj Restructuring sclHl wa, Al Aa diesUAs Sub-standard Asset
A3y aollsct s UsA. AN AMHL HA Aot [RAR A 8lat, UuRd %l dsal Aoll ARA wlecalell
%32 US|, dl Aol e A gl 3 YA $AR Yol Aot WA otell. Al RBI A 6 "RLeSE" 2Bl
a2l

GELSRNL: YRl ¥ Borrower AHAUR EMI Yl &cll, Ud A Aol Y2&cllal 518 EMI ©alsl,
1ol 5 el 8 ay sall, ul 1R Udl % vl StandardHigl Sub-standard olo{l %3l R0 %
Alotoll sl ARt RIA otell A £20A B ¥ R 81855 olleuslal Y3l & Al Aal uxt
Qo5 S 21BLg A A,

Para 29 — An account classified as a non-performing asset, upon restructuring, shall slip into further lower

asset classification category as per extant asset classification norms with reference to the pre-
restructuring repayment schedule. ol udAl NPA 8l l? RBI %l 58 B?

o Restructuring udal U{Ld NPA (Sub-standard & cl Doubtful) aa, Al Restructuring ygl Uit aaj
AA2 sAlR(332et YN Repayment Schedule 46l &cllo] UG % @A U HIMUL Restructuring2ll
NPA ofl ellSaum 31 23 adl #ll. GelsaL:

e 1% 3l 2026 > Wid Sub-standard ¢a?j,

o 133{s2lR 2026 -> Restructuring HR U,




ol AlMLo [AAM Yool 12 1detl Ul A Doubtful tlotclle] 8L, dl A AH2A o dARlwel o awu .

WeA: 1 %laq?){lﬂ 2027 - Vld Doubtful ololl, MA@ cA Restructuring uAY &lal. Restructuring NPAall
slast ¢jll sttwd otell.

Para 30 - If a restructured asset, which is a standard asset on restructuring, is subjected to restructuring
on a subsequent occasion, it shall be classified as substandard.

Standard Accounts] o{loy cluict Restructuring. RBI 9] 5& 82 %l As v d Restructure 8%(:1 Standard
Account Esﬂ Restructure 2l Al A Sub-standard 33 ?%@.. GelgRel

YUH Restructuring: 2026—> Standard. Borrower ASL yHA (@ 6. ugdl %3l lj%?sc'ﬂ Ll 0(1‘2{
Restructuring 2028- $3| Restructuring. oL Sub-standard % 283\, cll2<llR Restructuring A die{l2
dleusla slooud eqld .

Para 31 — If the restructured asset is a sub-standard or a doubtful asset and is subjected to restructuring,

on a subsequent occasion, its asset classification will be reckoned from the date when it became non-
performing asset on the first occasion. Sub-standard 3 2.cll Doubtful Accounts] 82’1 Restructuring

RBI g 5& 8? %l (325U AAG Vllq %\ Sub-standard A&l Doubtful Account 32931 i lal al §31
Restructure S LML A, cll an Asset Classification USC{l clutcl NPA tlalcll cttdlwell o 21QUAL.

GeleR0L: U{lqi NPA O{cr?:i 1A 2025. YAUH Restructuring: 1 (3A304? 2025. 0(1@' Restructuring: 1 %ol
2027. Asset Classification H12 RBI 58 l3lW AA? 1 AM A 2025. ollost Restructuringll Ae|A
awteltell dtlmell otcll atatdl 23 el atl.

Para 32 — However, such advances restructured on second or more occasion shall be allowed to be

upgraded to standard category after the specified period in terms of the current restructuring package,
subject to satisfactory performance. {1 8{[ Standard olo{l 2U%?

RBI Qj 5& 82 &l. % Borrower olcll Restructuring Package %W Specified Period Qitﬂ AAMS1RS
51013 83, Al vt %3\ Standard Asset Gloll 2%, AR0L AL, AR s1Ho(l3l 12 Rl olly s W
0. GELSRWL: Restructuring J-i‘?(?: 1 maqwél 2026-> Specified Period: 12 H@O'll. | Borrowerdl clHIH
EMI AR Ysll 2. Al 1 2uloJu3] 2027 Ul Wl %3] Standard ¢l 2F (RBIolL Wl ALY USCL
(2030 Yosat). Restructuring UeSl Wid 2t Standard ot&l olal. AuaH A3l s3]l wld scll
usal.

Para 33 — A bank shall classify Funded Interest Term Loan' (FITL) created by conversion of unpaid interest
in the same asset classification category in which the restructured advance has been classified. Further




movement in the asset classification of FITL would also be determined based on the subsequent asset
classification of the restructured advance. FITLg] Asset Classification

RBI 9 5& 82 %l sl @ caules 2 Aot d3l¥ (Funded Interest Term Loan Hi) $clcltdl w1d, dl
FITLo] Asset Classification HWO Restructured Advance ¥ % 89 ol ugdl Oi;lcj Classification 418,
ole AL, GELSRRL

HO Loan: X1 55, WSl Interest: 8 AW Aol Funded Interest Term Loan i 35?0?:{ Restructured Loanc]
Classification: Sub-standard, ALFITL UBL Sub-standard ?é%\ ol ugdl Hu| Aol Doubtful o@, Al FITL
UBL Doubtful (ot Ml Y&l cllcdl-FITLAL AL Standard QU st o8l

AR12L (Quick Reference Table)

Para RBIO'D. @.21.1-[

28

29

30

31

32

33

Standard Account Restructure &2l dl R Sub-standard

NPAc] Restructuring &l cl Classification HOlL NPA Allw HA¥O
AUPLOL AU

Standard Accountcj Oﬂ"gﬁ AWl Restructuring Al Al Sub-

standard

Sub-standard/Doubtful AccountOj 8'& Restructuring &l Al
Y NPA lRlwel Classification 9LRUAL

specified Period Yl A3 5119031 wlle %3 Standard wloll 2%

FITLo] Classification 4L Restructured Loan %' % 282

Practical Case Study

Case

Loan Amount: X1,00,00,000
Account became NPA (Sub-standard): 01-04-2025
First Restructuring: 01-10-2025

FITL Created: X7,50,000

A0 A

Restructuring ugdl standard
Status Q@cj ol

Restructuringl NPAall (sl
wedldl otell.

alRal? Restructuring slGlOLES
gella ®.

0&"99 Restructuring acll A3ULA
Al

QaRd Ysaoll 33l .

FITLe\ |UEADL Standard dLRlLell
st o8l




e Second Restructuring: 01-08-2026

RBI Yosol URRuH
« YO Alotg] Asset Classification Y NPA cll3lW (01-04-2026) UYL % AL AU,
e FITLe] Classification Bl Hul Alat % o 89
o 0ll% Restructuringll NPASTL AHAOUAN 3] 23 ot8l L.

o %\ Borrower oicll Restructuring Package Y% Specified Period jSﬂ %{L‘LQ‘N@ Q@ 25, Al %
RBIotll A9 USCl [0 Yol Wid $3| Standard CategoryHl AUUS UL 3.

Chapter I1I

Special Regulatory Treatment (SRT) for Asset Classification
Al RBI Directions il WYL Myl ual Alell ay AUM UEL 50U UsWMic] As B.

U@ s AL B ¥ Restructuring A2A N2 Standard Asset (3325UR 53lal w2es§ AsIBoe 313
Au{l s, U A otell. RBIA HIoL AssU ARl YEl Ul @UR % "Special Regulatory Treatment
(SRT)" aucltell g2 2wl B.

Para 34 - Special Regulatory Treatment Qj, 8?
RBI 9] 53 B?

$2clls Hocl Y@l GEoW ual cldIlal olAlalcll Hie RBI GlSlal WM RASct (Special Regulatory
Treatment) U B.

UL ASAoll A A B &:
o Restructuring 5l Ugdl U@l 32clls ARA 860 Asset Classification WRLKL o8l &L,

« A2QA Standard Accountal el Sub-standard 53¢ U3 o1&l MU NPAs] Classification WIOLAL
UL o AL

U] AL AScL €IS Borrower M2 Gudou ol
$2l Borrowersal ¥l AScl HOI?
HLA QC{l Borrowersa % °?2ﬁl:

e GBcUlEcl (Manufacturing)




Adll (Service Industry)

MSME
Gellol

Infrastructure

Ul Hecely@l cuc@s ygld A HstActl lat uad RBIoll dAmiH 2 Y3l sl &l

s2l Borrowersal 3l ASd HA o8l?

(1) Consumer & Personal Loans

QU ¥

Personal Loan
Consumer Loan
Car Loan
Education Loan

Share AR Loan
Bond AA Loan

Debenture ¥X Loan

wlal SRT HAO A o1&l.

(2) Traders

HIAL AUR 5l AUWRRAA UL ML WAL e HAOQL o8l

Hecayel AUuale

Housing Loan %\ Restructure $cllHl A dl da ul Special Regulatory Treatment l-wﬂ .

Para 35: The asset classification of the above two categories of accounts as well as that of other

accounts which do not comply with the conditions enumerated in paragraphs 37 and 38,
will be governed by the prudential norms in this regard described in paragraphs 28 to 33.

RBI Qj $& 8?2 %\ Borrower Special Regulatory Treatment H2 Wt oAl el Para 37 Aal 386l 2Rl
Y3l 5l otell Al AHeA [AaAH Ao UsA. AeA Para 28 Al 33 Yosol Standard - Sub-standard el
NPA] Classification 9L0L cltl] &3\.




Para 36: The special regulatory treatment has the following two components: (1) (2) Incentive for
quick implementation of the restructuring package. Retention of the asset classification of
the restructured account in the pre restructuring asset classification category

Special Regulatory TreatmentHl Ol UL ®.

CAl@L ol. 1: Quick Implementation Incentive > ol s sul Restructuring WHAHL 1—@ ll RBI Reward
AU B,

GLeL ol. 2: Asset Classification 6Ll 2512 > % AHIH 2RA 1-1\@. (2L ll Standard Account Standard
o 8l Uud.

wl Al el el B,

Para 37: As an incentive for quick implementation of restructuring package, if the approved
package is implemented by the bank within 90 days from the date of receipt of application
by the bank, the asset classification status may be restored to the position which existed
when the restructuring application was received by the bank.

wl Well Hecloll (uH B. RBI Y 53 B?

| Borrower Application HeALe(l dAtdluell 90 (B artoll 2ie2 ds Restructuring 3-l°¢(2 53lol WHAMI 1-,@5
cl Asset Classification Application Heellell Rl @ B2 sclRE32st 6 A WE Restore 531 s,

GELSRWL: Borrower Application dated 1 %Loqb{lﬂ 8. A (A Account Standard éd. @%QS—HQDLO'U.
YA 15 3oL oll A% 1R UG Bl 20 U oll A% 80N sclul vl B AedA ¥ HA
78 (e Ul U3l wal Y U oS B dl AUslGo2 RosS WL 23, U % Aof SEANR U0
15 Notl (BaA sRaMl WA dl 5A 135 B ot YU U8 o2 & ALl GURsc el o8l HAL.

90 (a AeA Application el Implementation %jiﬂ.l-llﬂ Approval Oiél'.

Para 38: An existing standard asset shall not be downgraded to the sub-standard category upon
restructuring and the asset classification of the sub-standard/doubtful accounts shall not
deteriorate upon restructuring, subject to compliance with the following conditions:

(1) The dues to the bank are ‘fully secured’ Provided that the above requirement shall not be
applicable in the following cases:

(i) Small Scale Industries (SSI) borrowers, where the outstanding is up to X25 lakh.

(ii) infrastructure projects, provided the cash flows generated from these projects are
adequate for repayment of the advance, the financing UCB have in place an
appropriate mechanism to escrow the cash flows, and also have a clear and legal
first claim on these cash flows.
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(iii) working capital term loans created by conversion of the irregular portion of
principal dues over the drawing power, subject to the condition that provisions are
made against the unsecured portion as per paragraph 45.

(2) The unit becomes viable in ten years, if it is engaged in infrastructure activities, and in seven
years in the case of other units.

(3) The repayment period of the restructured advance including the moratorium, if any, does not
exceed fifteen years in the case of infrastructure advances and ten years in the case of other
advances.

(4) The Board of Directors of the bank shall prescribe the maximum period not exceeding fifteen
years for restructured advances keeping in view the safety and soundness of advances.

(5) Promoters' sacrifice and additional funds brought by them should be a minimum of 15 per cent of
bank’s sacrifice.

(6) Personal guarantee is offered by the promoter except when the unit is affected by external factors
pertaining to the economy and industry.

(7) The restructuring under consideration is not a repeated restructuring.

Ul Paragraph Al vl B, Special Regulatory Treatment Ancal olAefl A 2wRA lj\Qtl acl
LGENE

Condition 1

Loan Fully Secured 8lc{l 1853, 212QA Collateral RARENAl (SHA As HI Aotoll G2 R(FIL 8K,
scll A\ ot Sl MW, Exceptions:

(i)  SSI: %\ Outstanding 225 Gl Yl &2t Al Fully Secured 8ld $2AB2Ulct o12ll.

(ii) Infrastructure Projects: 2| Escrow Account &lal Ao\ 6{sall Cash Flow GUR First Charge sl Al
Fully Secured ol alal 9l AAA.

(iii)  WCTL: ol Drawing Power $cll dllRLell UIL WCTLHL %?Ci’ﬂ 8l2L cll Unsecured Portion GUR
Provision 5l Usal.

Condition 2
Viability Period: Infrastructure Project 10 A M Viable &l 1SN, o{lost olell Borrowers 7 AN HL Viable
el A,
Condition 3

Repayment Period Moratorium %{@dé Infrastructure Project 15 ayell ay c'lél'. oflost oltul Borrowers 10
el ay 8l
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GELSWU: Housing Project -Restructuring Repayment 14 oy a1l
Textile Unit- Repayment 12 oy A1 0151'.

Condition 4

Board Policy- keeping in view the safety and soundness of advances ols Board WA restructured advances

HL& Maximum Repayment Period assl 29\ uel A 15 axell ay 0151'.

Condition 5: Promoter's Sacrifice 4L W& Hoccloll (am . % Bank 100 AWl Sacrifice 52 cll
Promoterdl AELHL B 15% WA 215 AW Wcllotl Mumiell ysa usdl.

HUAs WA 58 sacrifice 5cll M2 dallR o2l wal dls ol Mg 5 ALRBI HYR o1l s2.

Condition 6

Personal Guarantee: Promoter3 Personal Guarantee U<l USQ\.

Exception: %1 425l coviD HEl ARs(3] ollld YR osuadlR Bl sl WRRAMA L el sla A
Personal GuaranteeHl Qe Holl o3,

Condition 7

Repeated Restructuring Oié’[ alRalR Restructuring $cll Loan & Special Regulatory Treatment c'tél' HA

AU USRWLell UR
para RBI Y $& 8? A A
34 $2CLS Hécql;LQi A Special Regulatory Treatment Holl 23 €35 Borroweral dé’[

35 2Rl Y3 ol & dl ALMLeA Asset Classification (@2 ALD] USA Para 28-33 Yt

SRToll A LA — BSUL J|UHEL Aol Asset Classification &t cll AHAAR stRialéla
36

Al 2 YUt

WRY) oAl 90 (8 a1 aa Al °¢{o{l Asset Classification 2%Sul Restructuring s2cll
37

Yot a8 b %31

38(1) Gllot UM A Fully Secured Slcll BEA (32clls wUcle AUA) Yal Hecaysl
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Para RBIY $& 8? AR Ay

oA Yoo adl
38(2) Viability: Infrastructure — 10 Clb‘l, Ued — 7

A\ e5A
38(3) Repayment Period: Infrastructure — 15 ¥, 4ol — 10 A Aol wa® u Halel
38(4) Board HétH Repayment Period assl 523 Boarde{l clletell
Promoterd Bankell Sacrificeail LHL AL 15% B2 AL Lot
38(5) . H@Asell ewdlletdl 33l
AU

ollal UREAQAHL AHuale

38(6) U HLAU 3lA Promotere{l Personal Guarantee °&3ﬂ
AU

38(7) Repeated Restructuringa. SRT ol&l HAL AlRAlR 2Asd o8l

Special Regulatory Treatment S1&§ AUWAUU HA A8 o2l A HIA RUR % GUAGH olal © >AR:
o AL clRclcHl Viable 8124,
o 590 (EcUHL Restructuring AUHEAHL 13,
e Aot Yell YA 8lat Al RBIoll HUUCE ALYJ USCL 82,
o Promoter Ulclell sttauslal slol A,

U4\ Restructuringsll GUAL Evergreening HI2 o1l URq clircl(ds Yotoflclol (Revival) HIZ ScUM
vLcAl slaL.

D. Additional Finance

1. Restructuring €M 2Ulel UL WAA Additional Finances] Asset Classification 2 28312
2. Restructured NPA 851 Standard SA? olo{l 91%?
Para 39 — Additional Financec] Asset Classification

RBI 21 58 B? “Any additional finance sanctioned by a bank may be treated as 'standard asset’, up to a

period of one year after the first interest / principal payment, whichever is earlier, falls due under the
approved restructuring package.”
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UQll el MA Restructuring YR &l otell. taal 31 Gell sal MR dsal aulRis{l At
(Additional Finance) Ul U3 B. RBI 55 & ¥ [l Additional Financeal Standard Asset (313 Au{l
Al B, URd WS 2ARcl B, L @o5S WA HIA Ul Yl @A >l Y| Restructuring Package 3601
YAH Principal A &dl Interest (whichever is earlier)o{l QSCI.Qﬂcﬂ ARlwel As ay LLQi o AUl

AN UM, %) Als bt olAlcdell Hi2 oicfl/Additional Aol A Al RBI Aol A3ULAHI Standard
Asset (315 uuicle(l 92 W 8.

RBI ol Alotal Ulllgot U B, 51201 & gl cvtd ctlRiell 43l [Qeit tel 531 23 4 aAsAl el

Para 40 - If the restructured asset does not qualify for upgradation at the end of the one-year period
specified in paragraph 39, a bank shall place the additional finance in the same asset
classification category as the restructured debt.

As oyl ugl 9?RBIY 5& B2 % AUs ol uyl UBL Restructured Account Standard Glolcl Cll2S o2l

cl Additional Finance UBL HUL Restructured Loan % Categoryl-Ii slaad % Categoryl-{l J-Lél %,Cj.
Additional Financeal 12l AU Standard Al st ol A WWHR Hu=l Restructured Account U
BSLE A O,

E. Asset Classification Upgrade: Restructured NPA Sﬂ Standard SR 0lal?

Para 41 — A restructured account which has been classified as non-performing asset upon restructuring
by a bank, would be eligible for upgradation to the 'standard' category after observation of 'satisfactory
performance' during the 'specified period'.

Ul WA Hoccloll [(AAM ©. RBI 9 5& 8?2 %\ Restructured Account Restructuring {2 NPA &d, U
3| Standard tloll 2%, UR A 2RAl 8.

AR ol. 1> Specified Period YRl U S,
AR ol. 2> Al UMY UHAANNL €(R2let Borrower Satisfactory Performance 6lcllcld ES.
Satisfactory Performance ¥2Q 9?

U0L AUNMIHL (LUl EMIUHRAUR YSUL 8l Interest AHAUR HRAY 8l2L, 818 Overdue ot U &2,
Packageoll 2Rcllo] WEtol &) dlat Mal 3| Default ot UL &lA

GelgRal
Restructuring=> 1 %Loei?}{l'ﬂ 2026 >Specified Period >12 H(&ell- Borrower €38 EMI AHAUR &R, cll

1 %’Laagwél 2027 U8\ Account $3| Standard ololl 23,
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Restructuring 2@ et % wles$ 520131HL Wi ot Ysial RBI 5& &- udcll AA{ls1E8s ARas Yl
Performance olcllcll. UgSl Account Sél Standard olo{l 3.

Para 42 - If satisfactory performance during the specified period is not evidenced, the asset
classification of the restructured account, including an account eligible for special
regulatory treatment in terms of paragraphs 34 to 38, would be governed as per the
applicable prudential norms with reference to the pre-restructuring payment schedule.

%l Performance 32 o &l l? RBI Y 5& B? 4\ Specified Period €M 2ot Borrower
Q@ o 25, ll Restructured Account S’xﬂ UlHloA Prudential Norms H%'0L Classify 29\
ol Classification HUl Repayment Schedule 1;{1{[@ o U3 GelgRul: Borrowerdl As oy
AR sHRL cdcttatell ecll. uet AR Emi el 281 dLall. Al standard o1&l ¢lal. Account
31 Y NPA [l yerod ALAAL.

Hecclygl cldt: Al (UM Special Regulatory Treatmentclloll Account UR URL GO} U3 . Al2@ M2l
Special Treatment HOlclll Standard tetcllel 231 ol

Practical Example: Loan Outstanding: X2 8@15, Additional Finance: X25 GlLW ,Restructuring: 01-04-2026
First EMI: 01-10-2026, Specified Period: 12 H(8<ll, Scenario—1 (U131 stHo(13))
Borrower AHAUR EMI @R, 518 Default o18l, Cash Flow Yu? URRUH
« Additional Finance 23l Standard.
o As axd ugl Yul Alel UL Standard.
e Additional Finance URl Standard.
Scenario-2 (elet0fl sLHO(13))
Borrower EMI Q;LSC{CR ol Cash Flow WRL6l. %31 Overdue. URRUM
o HW Aol Sub-standard % 83\.
e Additional Finance UBl Sub-standard olo{l 3.

AU USRWLell UR
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Para RBIoll [Aan A0 A

, el otuaal ol Alotat
39 Additional Financeal AFNMLAHL Standard Asset A0l st

Ylcdlsot

A5 o Ul Sl Yul Wid Standard ol ¢l Al Additional alcll Aletal st20l wetal
40 . .

Finance UBL Aol A o A o CategoryHl o9\ £2°9%1 0151 HA

Restructured NPA (31 s(:2(3l (Satisfactory Performance) ol
41 QaRd ysaell sAB2aud

Specified Period YRl &2l Ul Standard woll 2%

%a Hlﬂ 8“‘[.3[].{[ ol &ﬂ ('D. Asset Classification 851 HlHle2U RBI Special Regulatory Treatment
42 ;

Prudential Norms 3% 6L 29\ glall el sall:l %3

Restructuring S1& "ML§l Alogell” ol2ll, URd "YotosTclol 2xoll” B. RBI Asal oicll Y3\ (Additional
Finance) AUcllell 92 A B Aol AR 51003l WEA Standard Assetoll €981l W Aalclloll s
UQL AU B, URG L s HIA IR % HA © >R Borrower alcdll 2Rclle] AYLL WEat $2 sl
AuiRd AHauo Mot AAlsRs sIHA0RL e20a. %)l A ot U, Al Asset Classification %31
UHLoL [RACP (20 WofAIR atssl sl wa.

Provisioning post Restructuring

This concept confuses even many experienced bankers and auditors. The easiest way to understand it is to
forget the RBI formula initially and think like a businessman.

Para. 43- An account that has been restructured shall attract provisioning as per the asset classification
Para. 44- A bank shall make provisions for diminution in the fair value of restructured advances
category Step 1: What is "Economic Value" of a Loan? And diminution in the fair value?
Suppose your bank gives a loan of X100 lakh at 12%.
The value of that loan is not merely X100 lakh.
The value comes from:
1. Recovery of principal X100 lakh
2. Future interest income
If you later reduce interest or extend repayment period, the bank loses some future income.
That loss is called: Diminution in Fair Value (DFV) or Economic Sacrifice by the Bank.

Example 1 - Interest Rate Reduction
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Original Loan: Principal : 100 lakh @Interest : 12% for Tenor : 5 years. Expected annual interest: X12 lakh
For 5 years is X60 lakh. Total expected receipts:X160 lakh

After Restructuring: Bank reduces interest to 8%. Now expected interest: X8 lakh x 5 years = X40 lakh
Total receipts: X140 lakh

Bank's Sacrifice: Old receipts = X160 lakh, New receipts = X140 lakh, Loss = 20 lakh

This 20 lakh represents diminution in value. (Actual RBI calculation uses present value, so figure will differ
slightly.)

Example 2 — Moratorium
Original Terms: Loan : X100 lakh, Repayment starts immediately.
Restructured Terms: Moratorium:2 years, Borrower pays nothing for 2 years. Why loss arises?

Because: X100 today is worth more than X100 received after 2 years. Bank is waiting longer. Therefore
economic value falls, Even if interest rate remains unchanged.

Example 3 — Extension of Tenor

Original Loan: X100 lakh, Repayable in 5 years. Restructured Loan- Repayable in 10 years. Same interest
rate.

Why diminution? Bank receives money much later. Longer waiting period reduces present value. Therefore
fair value declines.

Example 4 — Combination of Concessions

Most restructuring packages contain: v/ Reduced interest, v' Moratorium, v Extended repayment
All three reduce economic value. Hence larger diminution provision.

Why RBI wants separate provision?

Suppose: Loan outstanding = X100 lakh, Account classified as Standard. Bank reduces rate from 12% to 7%.
Technically account may still be Standard. But bank has sacrificed future earnings. Therefore RBI says:
Make additional provision for that sacrifice also. This is separate from NPA provision.

Present Value Concept (Very Simple)

Assume: You have two options:

Option A-> Receive X100 today.

Option B> Receive X100 after 5 years.

Which is better? Obviously Option A.

Therefore: X100 after 5 years is worth less than X100 today. This reduced value is called Present Value.
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RBI compares: Before Restructuring- Present value of original cash flows VERSUS After Restructuring
Present value of revised cash flows. Difference = Diminution in Fair Value

Simplified Numerical Example

Assume: Loan outstanding = X100 lakh

Before Restructuring=> Present value of future receipts = X100 lakh

After Restructuring=> Due to interest reduction, moratorium, longer repayment, Present value becomes:
%92 lakh, Then Diminution in Fair Value = X100 lakh - X92 lakh = X8 lakh. Provision required = X8 lakh
RBI's Alternative for Small Accounts (< X1 Crore)

RBI understands that small UCBs cannot perform complicated discounted cash flow calculations.
Therefore Paragraph 44(8) allows:

Instead of calculating exact diminution, bank may provide 5% of total exposure.

Example

Outstanding = X80 lakh, Restructured account, Provision: 5% x X80 lakh = X4 lakh. No complex present
value calculations needed.

Practical Example for UCB

Suppose: A textile unit owes X90 lakh. Original terms: 12% interest and 5 years repayment Due to stress:
Bank restructures as: 8% interest, 1 year moratorium, 8 years repayment
Questions:

Has bank suffered economic sacrifice? Yes.

Has bank given concession? Yes.

Will fair value fall? Yes.

Must bank make diminution provision? Yes.

Can bank simply ignore it because account is Standard? No.

RBI specifically requires separate provisioning.

A simple memory trick

NPA Provision = Loss due to deterioration in borrower's credit quality.
Diminution Provision = Loss due to concessions given by the bank.

Both are different and RBI requires both wherever applicable
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