
Process Flow of Identification, Classification and Provisioning of NPA

Take List of Advances

Major Borrowers

Analyse Facility

Check A/c. OperationsCheck Security

Scheme wiseIndustry wise Restructured

Check File

Identify NPA, 
See Upgrade / Downgrade & 
Compare with Previous Year

Verify Irregularities, Defaults / 
Window Dressing

Classify & Confirm 
with Branch Manager

If not, Pass MOC

Reverse Interest / Charges 
Debited through MOC

If classified 
earlier, Confirm



Process of Classification of NPA

Advance / Loan

Sub – Std. Asset

Std. Asset

90 Days overdue, 
NPA upto 12 months

By Bank
By RBI
By Auditors

Loss Asset

  Erosion in value  
  of security  as 

assessed by 
Bank, or RBI or 

Approved Valuer 
< 10% of 

Outstandings

Sub-Std. Contd.
More 1 year   -  Doubtful 1
More 2 years -  Doubtful 2
After 3 years  -  Doubtful 3 

Fraud

Erosion in 
Realizable value 
of security < 50% 

of value 
assessed by 

Bank or RBI in 
Latest Inspection



Fails to 
commence 
Commercial 
Operation

Infra Projects 
within 2 years 

of DCCO 
Treated as 

NPA

Non Infra 
within 1 year 

of DCCO 
Treated as 

NPA

Even though 
recovery is 
satisfactory

 What to verify?
Sanctioned Terms. 
Repayment Terms.

DCCO

Before 
DCCO 90 
Days for 

provisioning

Infra & Non 
Infra Projects

Project is 
under 

progress

Project 
having some 

problems



Repayment 
is Schedule 

Shifted

At Branch 
Level

Project 
Finance

Provisions will 
be applicable 

to fresh 
schedule

Extension 
as per RBI 
Guidelines

If DCCO 
Extended 

Before Original 
DCCO

If due to 
change in 
Ownership

If DCCO Extended 
before Original 
DCCO & Failed

If:
a)Bank can establish the current 
promoters need to be changed
b)New promoters have expertise.
c)New promoters contribute 51% 
paid up Eq. Capital
d)Bank satisfied with viability
e)Existing promoters are not 
continuing
f)Fresh DCCO

Received Loan 
Application for 

Project



Refer RBI 
Master 

Circular Dt. 
1st July, 2015

Special 
Treatment to 

protect 
National 
Interest

Existing 
classification 
continues in 

case of 
Restructuring 

Benefit
SMEs 

Special 
Treatment 
as per RBI

SMEs
Industrial 

units 
under 
CDR*

Industrial 
Units

Others

Non 
Industri

al

No 
Special 
Benefit

Restructuring Means change structure to 
preserve Economic Value



Restructuring
Any 

Category of 
Loan is 
eligible

Refer RBI 
Circular when & 
how restructure

Fraud/ 
Malfeasances 
Not Eligible

Financially only 
Viable Units

Not to be Emotionally 
considered

Not based on 
Promises

Check Performance 
Indicators

Only Genuine & 
Deserving Cases- 
Judgment of the 

Banker is 
important

No Rescheduling, 
Restructuring 
Renegotiation 

Retrospectively 

BIFR Cases 
Require 
Express 
Approval



Project 
Finance

Projections

Not to consider Bridge Loans 
against Receivables from 
Government, Subsidies, 

Refunds, Reimbursements

Board Sanction
Debt-Equity Ratio

Confirm Promoters 
Control

Proportionate 
to the 

contribution 
of borrower 

Percentage 
of Stages

Upfront

Financed by 
bank

Exceptions: 
Fertilizer Industry 

Duty Drawback 
(Refer RBI Circular)



Bank 
Guarantee

Financi
al 

FEMA Regulations
Ghosh Committee 
Recommendations

LFAR Reporting

Within Authority Risk. 
Tested Check Delegated 

Powers
Nature of Security
Periodical Review

Confirm link with Bank 
Tier I Capital

Oversea
sLocal

Specific
(One time) 

Or 
Multiple

1)Bank to Party
2) Borrower to 

Bank

Performanc
e



Facilities for 
Infrastructure& 

Housing Projects
(Not Housing 

Loans)

Industries

Look at latest 
definition of 

Infrastructure

• Infra Projects
      Independent  

     Credit 
Appraisal

• Due Diligence
• Consortium
• SPV

Appraisal by 
skilled staff 
and Experts

Normally 
Specialized 
branches

1. Transport
2. Energy
3. Communication
4. Water
5. Sanitation
6. Social 

&Commercial
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