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POLICY ON REVIVAL AND REHABILITATION OF MICRO,
SMALL AND MEDIUM ENTERPRISES

Micro, Small and Medium Enterprises are the growth engines of the Indian Economy
due to .their ability to create jobs, foster entrepreneurship and they contribute
significanily to the GDP and exports from the couniry.

Govemment of India has foken many inifiatives for the growth of MSMEs. It is felt that
the focus should be not only on the issues relajed 1o starting and growth of MSMEs
but ensuring that they susioin their business. However, due fo various reasons MSMEs
are prone to sickness. There has been an increase in MSME sickness due internal
factors relaling to Plonning. Implementation and Production and external factors like
Infrastructural botllenecks, financial/marketing constraints. The existing mechanism
for addressing revival, rehabilitation and exit of small enlerprises is weak. So, there is
need 1o devise more robust mechanism which provides suilable arangemenis for
detecling symploms of industrial sickness af an eady stage and take cowective
actions to prevent sickness,

Keeping in view the above objectives, Ministry of Micro, Small and Medium
Enterprises. Government of India, vide their Gazette Notification doted Moy
29, 2015 had nolified a ‘Framework for Revival and Rehabilitation of Micro,
small and Medium Enterprises’. Accordingly, a revised Framework along with
operating instructions has been issued by RBI vide nofification RBI/2015-
16/338 FIDD.MSME & NFS.BC.21/06.02.31/2015~16 dated 17 March, 2014 with
ihe instructions o put in place a Board approved policy to operationalize
the ramework not later than June 30, 2016. Accordingly, the POLICY ON REVIVAL

AND REHABILITATION OF MICRO, SMALL AND MEDIUM ENTERPRISES is framed and -

placed below.
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PREAMBLE:

In spite of diligent appraisal, meticulous planning and careful execution ot all levels,
sickness is not an uncommon feature for an enterprise. A host of infemal and
external factors play vital roles in the success of manufacturing as well as service
enterprises. Profitable operation of the enterprise depends on several faclors some
of which are not within conirol of the enfrepreneurs.

sickness of a financed unit can be quite damaging for the Bank. Hence it is essential
that a sickness-prevention plan as well as a nursing plan is put in place to protect
interests of the bank as well as the unit.

It is of utmost importance to take measures to ensure that sickness is arested at
incipient stage itself. The branch officials will have to identify the eary warning
signals and initiate comective steps prompily. Such steps may include providing
. fimely financial assistance depending on established need., if it is within the powers
of the Branch, and an early reference to coniroling office where the relief required
is beyond the delegated powers of the Branch Manager.

Borrowal account may be restriuctured at this state itself wherever warranted. But
ike in any other sector, some units in MSME sector may become sick in spite of close
monitoring, due to reasons beyond their control, Such units will have 1o be dedalt with
sympathetically and to be rehabilitated it they are potentially viable.

OBJECTIVES OF THE POLICY

The obiectives' of the rehabilitation pblicy are to give guidelines in the following
areaqs:
» Identifying the sickness at an eady state
o Initiating remedial measures promptly with a pro aclive approach
e Formulation and implementation of rehabilifafion package for potentially
. viable sick MSME units

The guidelines under the policy are intended fo provide a simpler and faster
mechanism jo address the siress in the accounts of MSMEs and to facilitate the
promotion and development of MSMEs as per the nofification of the Ministry of
Micro, Small and - Medium Enterprises, Government of India and as guided by
Reserve Bank of Indic vide their circular  NoFIDD.MSME &
NFS.BC.N0.21/06.02.31/2015-16 dated 17.03.2016.

1. Eliglbility:

The provisions made in this policy shall be applicable to MSMEs having loan limifs up
to Rs.25 crore. including accounts under consortium oOf mulfiple banking
arangements (MBA). :
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2. Identiiication of inclpient stress:

2.1 Idenlification by banks or credilors - Before a loan accouni of a Micro, Small
and Medium Enlerprise furns info a Non-Performing Assel (NPA), banks or creditors
should identify incipient siress in the account by creafing three sub-calegories under
the Special Mention Account (SMA} category as given in the Table below:

SMA Sub-categories Basls for classliication
Principal or inferest payment not
‘overdue for more than 30 days
SMA-O* but account showing signs of
incCipient siress.

Principal or interest payment

SMA-1 overdue between 31-60 days
Principal or interest payment
overdue

SMAL 61-90 days

s See Annexure for lllustrative (ist of signs of siress for categorizing an
account as SMA-O.

On the basis of the above early warning signals, the branch maintaining- the
account should consider forwarding the stressed accounts with aggregaie loan limits

" above Rs.10 lakh 1o the Committee as refetred in para 3.3 within five working days

for a suilable comective acfion plon (CAP). Forwarding the account fo the
Commitiee for CAP will be mandatory in cases of accounts reported as SMA-2.

2.2 As regards accounts with aggregate loan limits up 10 Rs.10 lakh identfified as SMA-
2, the account should be mandatorily examined for CAP by the branch itself under
the authority of the Branch Manager. '

Other terms and conditions, such as time limifs, procedures fo be followed, efc.,
as applicable to the cdses referred fo the Committee as referred in para 3.3 should
be followed by the Branch Manager. However, the cases, where the Branch
Manager has decided the option of recovery under CAP instead of rectificalion
or restruciuring as mentioned in para 5.3 (@) or (b). should be refered fo the
Committee for their concurrence. The Branch Manager should also examine the
accounts reported as SMA-0 and SMA-1, if it is deemed necessary. .

2.3 |denfification by the Bomrower Enterprise -~ Any MSME borrower may voluntarily
initiate proceedings under this Framework, if the enterprise reasonably
apprehends failure of its business or its inability or likely inability 1o pay debls or there
is erosion in the net worth due to accumulated losses to the extent of 50% of ils net
worth during the -previous accounfing year, by making an- application to the
branch or directly fo the
Commitiee as refered in para 3.3, wherever applicable. When such a
request is received by lender, the account with aggregate loan limits above Rs.10
lakh should be referred 1o the Commitiee. The Commiftee should convene ifs
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meeting at the earliest but not later than five working days from the receipl of the
application, to examine the account for a suitable CAP. The accounts with
aggregate loan limit up 1o Rs.10 lakh may be dealt with by the Branch Manager for a
suitable CAP. -

3. Committees for Stressed Micro, small and Medium Enterprises:

In order to enable faster resolution of stress in an MSME account, every bank shall
form Commitiees for siressed Micro, Small and Medium Enterprises as per ihe
following arangements:

3.1 Committee for Siressed MSME shall be formed at each Reglonal Office. These
Committees will be Standing Commitiees and will resolve the reported siress of
MSME accounts of he branches faling under thei jurisdiction.

'3.2 For MSME borrowers having credit facilities under a consortium of banks or
multiple banking arangement (MBA), the consorlium leader, or the bank having
ihe iargest exposure to the borrower under MBA, as the case may be, shall refer ihe
case to its Committee, if the account is reported as stressed either by the bomower of
any of the lenders under {his Framewaork. This Commitiee will also coordinate
between the different lenders.

33 The Composttion of the Commiitee shall be as under:

» Regional Head (Regional Manager of ihe convener bank, in case of
consorlium / MBA) shall be the Chairperson of the commiliee. '

> Officer — in —~charge of the MSME Depér’rmen’r (Officer — in —charge of the
MSME Department of the convener bark, in case of consorfium / MBA) at the
Regional Office level, shall be the member and convener of the commitiee. -

» One independeni external expert including Chartered Accountanis /
concunent Auditors, if they are having adequate expertise in MSME related matters
should be nominated.

> One representalive from the concemed State Government. Endeavour
should be made to bring representative from the respeclive State Government in
the committee. Regional Manager should wrile fo the concemed State Government
Departmeni for nomination. In case, State Government does not nominate any
member, then the convening Bank should proceed to include an independent
expert in the Commitiee, namely a retired execulive of another bank of ihe rank of
AGM and above.

» . when handling accounts under consoriium or MBA, senior representatives '

of all banks / lenders having exposure 1o the boirower.

Powers for nomination / appointment of the independent extemal expert and
relired executive of another bank of the rank of AGM and above (If the State
Government does not nominate}, shall be vested with the ZLCC. The period of

) ‘ : 4
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appointment / nomination of Chartered Accountant and independent expert in the
Commitiee, namely a refired executive of another bank of the rank of AGM and
above (in case of Government not nominafing a represeniative) shall be for one
year, subject fo review after completion of one year. The sitting fee shall be
Rs.3000/= per meeting for each person. However. sitting fee shall not be paid-fo the
representalive nominated by the Govermnment

All proceedings of the committee meetings should be recorded and duly inﬁmdted
‘fo the bommower. '

3.4 While decisions of the Commitiee will be by simple majority, the Chairperson
shall have the casting vote, in case of a fie. In case of accounts under consortium
] MBA, lenders should sign an Inter-Creditor Agreement (ICA) on the lines of Joint
Lenders’ Forum (JLF) Agreement. Regional Heads to put in ploce suitable
amangements including dedicated man power to ensure smooth functioning
of the commitiee and adherence 1o the stipuloted time lines. '

3.5 All eligible siressed MSMES shall have access fo the Committee for resolving the
stress in these accounts in accordance with regulations prescribed in this policy.

4, Application to the Commiitee for a Comrective Aclion Plan

4.1 The Bank on identifying an M3SME account as SMA-2 or suitable for
consideralion under the policy or on receipt of an application from the stressed
enterprise, shall forward ihe cases having aggregate loan limits above Rs.10 lakh {0
the Committee for immediate convening of meeting and deciding on a CAP.
Stressed enterprises having aggregote loan fimits above Rs.10 lakh can also
directly file an application for CAP to the Committee or to the largest lender for
onward submission under advice fo all its lenders. Suitable application fomats for
aggregate loan limits above Rs.10 lakh prescribed by (ndian Banks' Association {IBA)
may be used for this purpose. which, infer-alia, should include the following:

(a) Latest audited accounts of the Enferprise including ifs Net worth

(b) Details of all liabifities of the enfemprise, including the fiabilities owed fo the
state or Central Government and unsecured creditors, if any;

(c) Nalure of stress faced by the Enterprise; and
(d) suggested remedial acftions

suitable application formats for aggregate loan limits upto Rs.10 lakh prescribed by
indian Banks' Association (IBA} may be used for this purpose.

4.2 Where an application is filed by a bank/lender and odmi’rfed by the Committee,
the Committee shall nofify the concemed enterprise about such application within
five working days and require ihe enterprise fo: '

(a) respond to the application or make a representation before the
: 5
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Committee; and

|b) disclose the details of all ifs liabilifies, including the liabililies owed fo the State or
Ceniral Govemment and unsecured creditors, it any, within fifteen working days
of receipt of such notice;

Provided that if the enterprise does nol respond wilhin the above period,
the Commitiee may proceed ex-parie.

43 On receipt of information relating 1o the liabilities of the enlerprise, the

Committee may send nolice to such statutory creditors as disclosed by the enferprise
as it may deem fit, informing them about the application under the policy and pemmit
them to make a representation regarding their claims before the Committee
within fifteen working days of receipt of such notice. It is mentioned here
that these intormation are required for determining the total liability of the
Enterprise in order 1o amve at a svitable CAP and nof for payments of the same by
the lenders.

4.4 Whhin 30 days of convening its fist meeting for a specific enlerprise, the
Committee shall take a deckion on the option 1o be adopted under the comeclive
action plan as given in subsegqueni paragraphs and notify the enterprise about such
a decision, within five working days from the date of such dedision.

45 If the comeciive action plan decided by the Commitiee envisages restructuring
of the debt of the enterprise, the Commitiee shall conduct the detailed Techno-
Economic Viability (TEV) study (also refer para 5.1) and finalise the terms of such a
restructuring in accordance with the extant prudential norms for restructuring, within
20 working days (for accounts having aggregate exposure up fo Rs.10 crore) and

within 30 working days (for accounts having aggregote exposure above Rs.10 crore

and up to Rs.25 crore) and nofify the enterprise about such termns, within five working
days. '

4.4 Upon finalisation of the temms of the comective action plan, the implementation
of that plan shall be completed by the concerned bank within 30 days (if the
CAP is Rectification}) and within 90 days (if the CAP is.restructuring). In case
recovery is considered as CAP, the recovery measures should be inilialed at the
earliest.

4.7 Where an application has been admitied by the Committee in respect of
an MSME, the enterprise shall continue to perform conlracts essential to its survival but
the Committee may impose such restrictions, as it may deem fil, for future revival
of the enterprise. '

4.8 The Committee shall make suitable provisions for paymeni of tax or any oiher
statutory dues in the comeciive action plan and the enterprise shall take necessary

steps 1o submil such plan to the concemed taxation or statutory authorty and

obtain approval of such payment plan.
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Powers for Implementation

Execution of the decision / CAP of the committee will be implemented by the
RLCC/ILCC. Presently, the sanctioning powers are as below:

Restructuring & Rehabilitation:

For taking stand/finalizing the Package/approving restructuring

Upto Rs.10.00 Lakh Branch Manager ‘

if CAP involves sanctioning of addilional finance
within the per bomower limit. If it exceeds per |-
borower limit it should be referred to Regional Office.
If the CAP is recovery then it should be referred to
Regional Office for approval.

Above Rs.10.00 Lakh | Regional Office within the per borower limit without
ceiling for unsecured portion under per borrower limit
and irespective of sacrifice envisaged/approved in
the package.

If it exceeds RO powers, it should be refered fo next

higher authority.

5. Comective Actlon Plan by the Commilifee:

5.1 The Committee may explore various opfions to resolve the siress in the account.
The Committee shall nol endeavour 16 encourage a parliculor resolution opiion and
may decide the CAP as per the specific requirements and position of each
case. While Techno-Economic viability of each account is o be decided by the
Bank before considering reslrucluring as CAPs, for accounis with aggregate

exposure of Rs.10 crore and above, the Commitiee should conduct a detailed -

‘Techno-Economic Viability study before finalizing the CAP.

In case of accounts with credit exposure vpto Rs.10.00 lacs, TEV sfudy shall be
conducted by the Branch Manager [as the comective action plan is o be decided
by the Branch Manager) on the basis of avdilable information and assessment.

in case of accounts with credit exposure above Rs.10.00 lacs and upfo Rs.2.00
crores, TEV study shall be conducted by the officer-in- Charge for MSME and officer-
in-charge of the Credit Monitoring Depariment at Regional Office by utilizing the “in
house" facilities available at the bank.

In case of accounts with credit exposure above Rs.2.00 crores, TEV sludy by an
exiernal agency shall be done. Consultants empanelled by the Bank {presently
being done by our Banking Operations Department) for TEV Study will be utilsed. In
case of non avaiabiity of consuitants, Extermal Agencies  approved by
SIDBI/Government Agency shall be used for this purpose. The approval should be in
force. In case of non—availability of approved agencies or Government agencies in
any Region, Regional Head shall take up with BOD for approval. This will be as per the
bank’s Valuation Policy.
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In case of Consortivm advances/MBA, decisions will be taken in consuhohon with other
financing banks.

5.2 During the period of operalion of CAP, the enlerprise shall be allowed fo avdil
both secured and unsecured credit far its business operations as envisaged under
the termms of CAP.

5.3 The optlons under CAF by the Commiitee may Include:

(o) Rectification

Obtaining a commilmeni, specifying actions and timelines, from the borrower io .

regularize the account so that the accouni comes out of Special Mention
Accounl stalus or does nol slip into the Non-Performing Asset cajegory and 1he

commiiment should be supported with identifiable cash flows within the required -

time period and without involving any loss or sacrifice on the part of the Bank. The
rectificatlion process should primarily be bomower diiven. However, the Commitiee
may also consider providing need based additional finance to the bomower, if
considered necessary, as part of the rectification process. it should however be
ensured thal this need based additional finance is inlended only for meeting
in exceplional cases. unavoidable increased working capital requirement. In all
cases of additional finance for working capital, any diversion of funds will render
fhe account as NPA. Further, such additional finance should ordinarily be an ad-
hoc facility to be repaid or regularised within a maximum period of six months.
Additional finance for any other pumpose, as also any rollover of existing facililies,
or funding not in compliance with the above condilions, will iantamount 1o
“restruciuring. Further, repeated rectification with funding, within the space of
one year, will be freated as a restructuring and no addifional finance should
be sanciioned under CAP, in cases where the account hos been reported as fraud by
any lender.

(b) Restructuring

Consider the possibility of restruciuring the account, if it is pnma facie viable and the
bomower s nol a wilful defaulter, i.e., there is no diversion of funds, fraud or
malfeasance. etc. Commitment from promoters for extending their personal
guaraniee along with their net worth statement supported by copies of legal fitles
to assets may be oblained along wilh a declaration thal they would not
undertake any fransactlion that would alienate assets wilhout the permission of the
Commitiee. Any deviation from the commitment by the bomowers affecling the
security or recoverability of the loan may be freated as a valid factor for initialing
recovery process, The lenders in the Commillee may sign an Inler-Credifor
Agreemeni and also require the borrower ta sign the Debtor-Creditor Agreement
which would provide the legal basis for any restructuring process. The IBA may
prepare formats for this purpose on the lines of formats used by the Corporate
Debt Restructuring mechanism for Inter-Creditor Agreement and Debtor-Creditor
Agreement. Further, a stand-slill clause [as defined in extant guidelines on
Restructuing of Advances). may be stipulated in the Debtor- Creditor
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Agreement 1o enable a smooth process of restructuring. The stand-still clause does
not mean that the borrower is precluded from making payments to the lenders.
The Inter-Credilor Agreement may also stipulate that secured/unsecured
credilors need to agree to the final resolution.

IBA is yet to prescribe format and hence on receiving the formcts from IBA, the same
will be communicated to all Branches.

(c) Recovery

Once the first two options at (a) and [b) above are seen as not feasible, due
recovery process may be resorted to. The Committee may decide the best recovery
process to be followed, among the various legal and other recovery options
available, with a view 1o oplimizing the efforts and results. The manner and method of
recovery shall be in accordance with the existing policies approved by our Board, -
subject fo any regulations prescribed by the Reserve Bank of India and extant

statulory requirements.

6. The decisions agreed upon by a majority of the creditors (75% by value and 50%
by number} in the Committee would be considered as the basis for proceeding with
the restructuring of the account, and will be binding on all lenders under the terms
of the Inter-Creditor Agreement. if the Committee decides to proceed with
recovery, the minimum critera for blndlng decision, |f any, under any relevcmi

- laws or Acts shall be applicable.

7. Time-ines Detailed time-lines are given for camying out various acfivities under the
Framework. If the Commitiee is not able to decide on CAP and restructuring
package due 1o non-availability of information on statutory dues of the bomower,
the Committee may take addiional fime not exceeding 30 days for deciding CAP
and preparing the restructuring package. However, ihey should not wait beyond this
period and proceed with CAP.

8. Additional Finance

8.1 If the Committee decides that the enterprise requires financial resources to
resfructure or revive, it may draw up a plan for provision of such finance. Any
additional finance should be matched by contibution by the promolers in
appropriate proportion, and this should not be less than the proportion at the time of
original sanction of loans. Addilional funding provided under restructuring /
rectification as part of the CAP will have priority in repayment over repayment of
exisling debfs. Therefore, instalments of the additional funding which fall due for
repayment will have priority over the repayment obligations of the existing debt.-

8.2 If the existing promoters are not in a posifion to bring in"additional funds the
Committee may allow the enterprise to raise secured or unsecured loans. '

8.3 Provided further, that the Committee may, with the con'sent of all creditors
recognized, provide such loans higher priority than any existing debit.
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9. If the Committee decides on options of either ‘Rectificafion’ or ‘Restructuring’,
bul the account fails to perform as per the agreed terms under these opflions,
the Commiitiee shall initiate recovery under opfion 5.3(c).

10. Restruciuring by the Commiitee

10.1 Eligiblitty

(a) Restructuring cases shall be taken up by the Commiitee only in respect of

assets reported as Standard, Special- Menlion Account or Sub-Slandard by
one or more lenders of the Commitiee.

(b) However, the Committee may consider restruciuring of ihe debt, where

the account is doubtful with one or two lender/s but it is Standard or Sub-
Standard in the books of majority of other lenders (by value).

(c) Wilful defaulters shall not be eligible for restruciuing. However, the

- . [d) Cases of Frauds and Malfeasance remain ineligible for resfructuring.

102.

a)

(b]

Commiltee may review the reasons for classification of the borrower as a wilful
defaulter and satisty itself that the borower is in a position to rectify the
wilful default. The decision to resfructure such cases shall have the
approval of the Board of concerned bank within the Committee who has
dassified the boirower as wilful defaulter.

However, in cases of fraud / malfeasance where the exisling promoters
are replaced by new promoters and the borower company & totally
delinked from such erstwhile promoters / management, banks and the
Committee may iake a view on restruciuring of such accounis based on
their viability, without prejudice to the continuance of criminal action against
the erstwhile promoters / management. Further, such accounts may also
be eligible for asset classification benefits available on refinancing
after change in ownership, if such change in ownership is canied out
under guidelines contained in circylar DBR.BP.BC.N0.41/21.04.048/2015-16
dated September 24, 2015 on “Prudential Norms on Change in Ownership
of Bomowing Enfities {Oufside Siralegic Debt Restruciuring Scheme)”.
Each bank may formulate its policy and requirements as approved by
the Board, on restruciuring of such assels.

Viablitty

The viability of the account shall be deTerminéd by the Committee
based on acceptable viability benchmarks determined by them.

The parameters may. inter-alia, include the Debil Equity Ratio, Debt Service
Coverage Ratio, Liquidity or Current Ratio, etc.

Average DSCR shall be 1.15 with the condition that minimum DSCR shall be
more than 1 for each year during repayment period.

10




POUCY ONREYIVAL AND REHABILITATION OF MICRO, SMALL AND MEDIUM ENTERPRISES

Interest coverage ratio shall also be analysed and occepfdble range for the

Current ratio shall be above unity and progressively improving.

same is between1.00 and 1.20.
» Debt Equity Ratio of 3 1.
»
Concessions

Discretion for granting reliefs/concessions beyond what has been stipulated (details
given below), where warranied, shall rest with HLCC (ED).

S.No.

Description

Nature of Concession

1.

inferest on fresh and
existing (renewed)
working capital

Interest shall be reduced by 3% for Micro sector |
and 2% for other unils subject to one year MCLR.

Interest on existing
Term Loan

Reduction of interest. on Tetm Loan 1o be
reduced by 3% in case of Micro and 2 % in the
case of other SMEs subject to one year MCIR.

Iinferest on fresh
Rehabilitation Term
Loan- (RTL). (For Small
manufacturing units for
start up expenses and
margin for working

capital] -

1 % over base rate or 1'% below applicable rate
or as prescribed by SIDBI / NABARD where
refinonce is obtained, whoever is the least

- subject 1o minimum of one year MCLR.

Interesi on
Contingency Loan
Assistance to meet
escalations in capital
expendilure under the
rehabilitation scheme.

At the concessional rate dllowed for workingﬁ
capital assistance.

Relaxation in  Margin
Norms

Fund Based Limifs

Margin  requirements on  inventory/Stock/

. receivables may be reduced upto 10% trom the

sfipulaied tevel on case o case basis wherever
waranted. The reduced margin margin should
not be less than 15% for stfocks and 20% for
receivables.

Non Fund Based Limits

deserving cases.
|

Reduction in margin by 5% to 10% from the
stipulated level in respect of Non Fund Based
Limits such as LC/LG may be considered in

11
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3.No. Description Nafure of Concesslon

6. Increasing the working | Reduciion in margin will not give relief 1o
copital limits due tfo|units where slocks/receivables are
stretched working | accumulated due to siretched sales cycle.
capital .cycle and|In such coses, adhoc limils may be
reduced sales. sanclioned upto 30% of exsting FB limits

based-on merits and subject to availability

of drawing power. Adhoc loan wil be

repayable in a maximum of 2 years with a

moratorium of 6 months during which period
| ; only interest have to be serviced.

7. Financing for purchase | Reduced margin -of say 15% may be
of Gensels on soft | slipulated for purchased at Gensets by MSE
terms, specially  in | units. Longer repayment periods from 3 fo 5
power deficit states years depending on their cash flow for

purchase of Gensets by MSE units may be
considered.

8 Interest on Working | 1 % over base raie or 1 % below applicable
Capital Term Loan |rafe whichever is lower subject to a
(WCTL). minimum of Base Rate.

o Interest on Funded | NIL for a period of three years al the
Interest - Term  Loan | discretion of the bank.

, (FITL). : )

10. Repayment period for | To be repaid within 7 years from the date of |
Funded Interest Temn | commencement of implementation  of
loan. rehabilitation Programme.

11. Repayment period for | Should not normally exceed 7 years from
Funded Tem Loan | the date of restruciuiing and 15 years from
{FTL}. the date of first disbursement of original

loan. For Micro Enterprises, ihe repayment

period should not exceed 10 years from the

date of restruciuring. Siaggered or

ballooning repayment may also be

permitted so thal the inslalmenis are
- dligned to the cash flows.

12. Repayment period far
Warking Capital Term 59 M
Loan (WCTL). . _

13 Waiver of Penal | Waiver of Penal Interest fram 1he date of
Interest. accouni becoming NPA or started incuring

cash losses whichever is eatrlier.

14. Rephasement of | 10 years.
existing Term Loan In deserving cases, RO can extend the

. | repayment period up 1a 15 years.

15. Approval from ECGC/ | ECGC/CGIMSE should apprave the
CGTIMSE wherever | package for such units covered under the

| applicable. Scheme.

‘\_
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Note:
» Funding inlerest upto date of implementation.

.« Al concessions are subject o annual review and where cash surpluses
generaled from operations are more than the projected levels, the Bank shall
review the quantum of reliefs/concessions to be extended besides deciding
on accelerated repayment.

¢ Penal interest waiver from accounting yeqr in which continuing cash losses
start.

» Non interest bearing/low interest camying facility shall rank priorty in
repayment.

'10.3. Condlitions relating to Restructuring under the Framewaork

{i) Under this Framework, the restructuring package shall stipulate {he timeline
during which certain viability milestones such as improvement in certain financial
ratios after a period of 6 months may be achieved.

(i) The Commiltee shall periodically review the accouni for achievemeni non
achievement of milestones and shall consider inilialing suitable measures
including recovery measures as deemed appropiiate.

() Any restructuring Under this Framework shall be completed within the specified
time penods

{iv)]The Commitiee shall opﬂmcliy utllize the specified time periods so that the
aggregate time limit is not breached under any mode of restructuring.

(v) If the Committee takes a shorier time for an activity as ogainsf the prescribed
imit, then it can have the discretion to ulilze the saved time for other
activities provided the aggregate fime limit is not breached. .

(vi) The general principle of restructuring shall be thal the stakeholders bear the first
loss of the énterprise rather than the lenders. In the case of a company, the
Commitlee may consider the following oplions, when a loan is restructured;

s Possibility of transferming equity of the company by promoters to the lenders to
compensate for their sacrifices;

e Promoters infusing more equity into their companies;

o Transfer of the. promoters’ holdings io a securty frusiee or -an escrow
arangement {ill turnaround of enterprise to enable a change in
management conftrol, if lenders favour it.

(vii) In case a borower has undertaken diversification or expansion of the activities
which has resulted in the siress on the core-business of the group, a clause for sale
of non-core assets or other assefs may be stipulated. as a condition for
resiructuring the account, if under the Techno-Economic Viability study, the
account is likely fo become viable on hlwng off of non-core activifies and other
assets, :
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(i) For restructuring of dues in respect of listed companies, lenders may be,
abinitio, compensated for their loss or sacrifice (diminution in fair value of account in
nef present value temns} by way of issuance of equities of the company upfront;
subject o the extant regulafions and statutory requirements.

{ix) If the lenders’ saciifice is not fully compensated by way of issuance of equities,
the right fo recompense clause may be incorporaled 10 the extent of shorifall.

a) The Bank will have the “Right to Recompense” the quantum of which will be
limited to waiver |excluding penal inferest and liquidated damages) plus
present value of economic loss on account of reduction in inferest rate.

b) Al the discretion of the Bank, the “Right fo Recompense” will be available ai
any {ime affer 3 years of implemenfation of ihe package and upfo 2 years
after complete repayment of .the resiructured fem loan/ working capital
ierm loan/ funded interest term loan efc.

‘c) Further. the bank will also invoke “Right to Recompense” when the (i)
borrower declares dividend/withdraws profits more than 10% of the average
capital or (i) approaches the Bank for prepayment of the borrowings.

(x| in order to disﬁhguish the differential security interest available fo secured
lenders, partially secured lenders and unsecured lenders, the Committee may
consider various options, such as: : -

(a) prior agreement in the Inter-Creditor Agreement among the above classes
of lenders regarding repayments;

(b} a structured agreement stipulating priority of secured creditors;

() cpprbpriaiion of repayment proceeds among secured, partially secured and
unsecured lenders in cerfain pre-agreed proportfion.

This will be communicated to the Branches after receipt of agreements prepared by
IBA. .

(¥} The Commitiee shall, on request by 1he enterprise or any credifor recognized
under paragraph 4.3 provides information relating 1o the proceeding as requested by
_ the enterprise or such creditor.

10.4 Prudential Norms on Asset Classification and Provisioning:

The extant asset classification and provisioning noms will be applicable for
restruciuring of accounts under this framework. :
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11. Review

{1} In case the Committee decides that recovery action is to be initiated against
an enferprise, such enterprise may request for a review of the decision by the
Committee within a period of ten working days from the date of receipt of
the decision of the Commitiee.

{2) The request for review shall be on the following grounds:

{a) mistake or emror apparent on the face of the record; or

{b) discovery of new and relevani fact or information which could not be
produced before the Committee earlier despite the exercise of due
diligence by the enterprise.

{3) A review application shall be decided by the Commitiee within a period of

thirty days from the date of filing and if as a consequence of such review,
“ the Committee decides 1o pursue a fresh cormective action plan, it may do so.
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tilustrative list of slgns of siress tor categorbing an account as SMA-0:

1. Delay of 90 days or more in (c:) submission of stock stalement / olher
stipulated operating conirol statements or (b) credil monitoring or financial
slatements or (c) nonrenewal of facilifies based on audited financials.

2. Actual sales / operating profits falling shott of projections accepted for loan
sonction by 40% or more; or a single event of non-cooperation /
prevention from conduct of stock audils by banks; or reduction of Drawing
Power (DP) by 20% or more after a stock audit; or evidence of diversion of
funds for unapproved purpose; or drop in inlemal risk rating by 2 or more -

" nolches in a single review,

3. Retum of 3 or more cheques (or electronic debit instructions) issued by
bomrowers in 30 days on grounds of non-availability of balance/DP in the
account or refurn of 3 or more bils/cheques dlscounied or sent under
collection by the borrower,

4. Devolvement of Deferred Foyment Guarantee {DPG]) instalments or Letters of
Credit (LCs) or invocalion of Bank Guaraniees (BGs) and ifs non-poyment
within 30 days. '

5. Third request for exiension of time either for creation or perfection of
securifies as against fime specified in original sancfion terms or for
compliance with any other ferms and conditions of sanciion.

6. Increase in frequency of overdrafts in cument accounts.

7. The bonrower reporting stress in the business and financials.

8. Promoler(s] pledging/sefling their shares in the borower company due fo
financial stress. '
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