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CONSUMER EDUCATION
Understanding the concepts of Overdue, SMA, NPA and classification of loan accounts of borrowers

This document is prepared with a view to increase awareness amongst the borrowers, and for explaining
the important concepts of date of overdue, SMA and NPA classification and upgradation, with specific
reference to day-end process. The examples quoted are illustrative and not exhaustive in nature and
relate to general scenarios and are subject to directions and clarifications issued by the RBI from time
to time.

Due Date

Principal/ interest/ any charges levied on the loan account which are payable within the period stipulated
or due to be paid on a certain date as per the terms of sanction or as per loan agreement contracted
between the borrower and lender.

Overdue

Any amount with respect to principal/ interest/ any charges remains due on a due date to the lender and
if it is not paid before the lender runs the day-end process, then that amount will be called as ‘overdue’.
For example, if the due date of an EMI is 31% March 2022 and the borrower didn’t make the payment
to the lender till lender closes its day end process on 315t March 2022. Then all amount payable under
such EMI will become overdue.

Day-end process

Day-end process means the process undertaken by the lender for booking receipt of/ crediting an amount
into the loan accounts of a borrower, post which the account of a borrower is closed for the day.

Special Mention Account (SMA)

Prudential framework for resolution on stressed assets requires lenders to recognize incipient stress in
the borrower's account, immediately on default, by classifying them as SMA.

SMA Sub-Categories Amount overdue for days
SMA-0 Up to 30 days

SMA-1 31-60 days

SMA-2 60-90 days

SMA classification will be done upon running day-end process according to number of days overdue
as explained above in illustration.

For example, if the due date of the EMI is 31 March 2022 and the borrower didn’t make the payment
to the lender, when the day-end process of the lender is closed on 31% March 2022, the account would
be classified as SMA-0. If account continues to remain overdue and all dues are not regularized by
30" April 2022, then account gets tagged as SMA-1 as on 30" April 2022 i.e., upon completion of
30 days of being continuously overdue. If the account continues to remain overdue, account gets
tagged as SMA-2 as of 30" May 2022, and if continues to remain overdue further, accounts get
classified as NPA at day end on 29" June 2022.
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Non-Performing Asset (NPA)

A non-performing asset (NPA) is a loan or an advance where interest and / or instalment of principal
remains overdue after closure of day end process on 90" day from the due date.

Upgradation of Accounts Classified as NPAs

Loan accounts classified as NPAs may be upgraded as ‘standard’ asset only if entire arrears oOf interest
and principal are paid by the borrower.

In case of borrowers having more than one credit facility from a lending institution, loan accounts shall
be upgraded from NPA to standard asset category only upon repayment of entire arrears of interest and
principal pertaining to all the credit facilities.

Illustration
Particulars Date (full dues not received on due date)
Due Date 31% March 2022
Day End Process 31% March 2022
Overdue Date 31 March 2022
SMA-0 (1 to 30 days) 31t March 2022 to till 29" April 2022
SMA-1 (31 to 60 days) 30" April 2022 to till 29" May 2022
SMA-2 (61 to 90 days) 30" May 2022 to till 29" June 2022
NPA (> 90 days) 30" June 2022

Explanation

1. If the due date is 31 March 2022, and the instalment is not received in full before the day-end
process is run, the date of overdue shall be 315 March 2022.

2. If the account continues to remain overdue, it shall get tagged as SMA-0, SMA-1 and SMA-2
upon running day-end process according to number of days overdue as explained above in
illustration.

3. If the account continues to remain overdue for more than 90 days, it shall get classified as NPA
upon running day-end process on 90" day i.e., 30" June 2022 as explained above in illustration.

4. The loan account shall remain in NPA status till all unpaid instalments are repaid along with other
charges/ arrears and upon payment of full arrears of interest and principal along with other charges
[ arrears, the status of account will be changed from NPA to Standard.

Reference

RBI Circular (RB1/2021-2022/125 DOR.STR.REC.68/21.04.048/2021-22) dated 12" November 2021
on Prudential norms on Income Recognition, Asset Classification and Provisioning pertaining to
Advances — Clarifications
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