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Standard Operating Procedures for the implementation of Phase lV
Monetary Measures

25th June, 2022

The RMA hereby issues this Standard Operating Procedures (SOP) for the smooth

implementation of Phase lV Monetary Measures.

All Financial Service Providers (FSPs) under the purview of Royal Monetary Authority

shall implement the Phase lV Monetary Measures. FSPs include the following:

o Financial lnstitutions (Banks, lnsurance/Reinsurance Companies & NPPF);

o National CSI Development Bank; and

o Microfinancelnstitutions.



Part A: Resolution of Non-Performing Loans

The relief measures are temporary in nature and are only aimed at helping the borrowers

to navigate through the current circumstances. Extending relief measures to non-

performing loans (NPLs) without careful considerations would only defer the problems

temporarily without necessarily resolving the underlying issues. And in the process, the

borrowers are often burdened with growing indebtedness, causing social concerns.

Therefore, to effectively resolve the NPLs, the RMA with support from the FSPs and

various government agencies have designed and implemented NPL Resolution

framework that aims to support and rehabilitate viable NPLs through loan restructuring

measures while resolving the non-viable ones through various foreclosure means (such

as courUout-of-court settlements). To guide the FSPs to resolve NPLs, the RMA issued

three Regulations, viz., Rules and Regulations for Loan Restructuring 2022; Rules and

Regulations on Foreclosure and Write-off of NPLs 2022; and Guidelines on the

Reclassification of Old NPLs 2022. All NPLs shall continue to be guided by these Rules

and Regulations and Guidelines, and any other Regulations and Guidelines issued from

time to time by the RMA.

Part B: Tarqeted Support Measures for Performing Loans

Targeted Support Measures is designed to provide the support measures as per the

severity of impact of the pandemic and the affordability of the borrowers. lt shall be guided

by the following terms and conditions:

Eligibility for Targeted Support Measures

All loans outstanding as of June 30, 2022 whose repayment status is 'Performing'

shall be eligible for the targeted support measures. However, following shall not be

eligible for the support measures under this targeted support framework:

Loans to Government, Loans to Financial lnstitutions, Staff lncentive Loans &
Credit Cards;
Soft Working Capital/Bridging Loans granted under the previous Monetary
Measures;
Fixed Equated lnstalment Facility (FEIF)1 accounts;
Non-Performing Loans, including loans suspended, under litigation or Assets
Pending Foreclosure

1 FEIF accounts are accounts created for transfer of accumulated interest during deferment period.
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Targeted Support Framework

As per the risk and impact assessment, the sectors and subsectors are classified

into three different risk categories viz., High, Moderate and Low. Based on these risk

classifications and the affordability of the borrowers, the FSPs may provide one or
more loan restructuring measures. Please refer Annexure 1: Targeted Support
Measures Matrix for the risk classification of sectors/subsectors and their eligibility
for various forms of loan restructuring measures.

ii. There are 8 forms of loan restructuring measures under this targeted support
framework. The descriptions and application of 8 forms of loan restructuring
measures are provided under Annexure 2.

iii. The FSPs shall exercise due diligence and provide one or more of the 8 forms of
loan restructuring measures as per the targeted support framework and the

affordability of the borrowers. The FSPs shall consider the following for the
affordability assessment:

a) For individual loans, the FSPs shall review the application for loan restructuring
measures in a comprehensive manner, taking into consideration sources of
income and the multiple loan facilities of the borrowers, if any.

b) For corporate group, that is a group of companies operating as a parent and

subsidiary companies, it shall be assessed in a consolidated manner to

determine the need for the support measures. The FSPs shall at least review
latest audited financial statements to determine the need for the appropriate
support measures.

iv. The support measures shall be available for a period of six months (July 2022lo
December 2022), within which the FSPs and the borrowers must complete working

on the application of appropriate loan restructuring measures.

v. The FSPs shall ensure that their respective borrowers are aware of the targeted

support measures and the need to apply for the loan restructuring measures within
the stipulated time frame provided above.



Part C: Extension of Loan Term for Hotels and Restaurants

1. The maximum loan term for the construction or setting-up of hotels and restaurants

shall be up to 30 years (excluding gestation period). lt shall be applicable for both

existing loans as well as new loans.

Part D: Treatment of Interest Accrued Durinq the Deferment Period

1. The FSPs shall not capitalize the interest accrued for loans under deferment of

repayment or partial repayment (if interest portion is uncovered by partial

repayment) provided under this Monetary Measures. At the end of the deferment
period, the total accumulated interest for the entire deferred period provided from

Phase I to Phase lV Monetary Measures shall be converted into 'Fixed Equated

lnstallment Facility (FEIF)' payable in equal installments for a period up to five years.

For those loans, including soft working capital loans whose deferment or gestation

period is ending on June 30, 2022, the FSPs shall open FEIF accounts for the

transfer of accumulated interest and commencement of repayment.

Since FEIF account is created out of the accumulated interest during the deferment
period, the FSPs shall not charge interest on this facility.

Part E: Anv Other Matter

The RMA will issue a separate directive on the accounting treatment and other
prudential requirement related to FEIF accounts.

ln case of any inconsistencies with the provisions of SOPs for previous Monetary

Measures, the provisions under this SOP for Phase lV Monetary Measures shall

prevail.
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Annexure 1: Targeted Support Measures Matrix
SL
No,

Sector/Sub-sector
Overall

Risk Level
Loan Restructuring Measures

Hotels & Restaurants (Tourist Standard/ Budget) 1. Deferment of Loan Repayment up to

2 years

2. Partial Repayment (50% of
instalment) up to 2 years

I . Extension of Maturity Period for
Term Loans up to 3 years (in

addition to deferment period)

2. Change in repayment fiequency
(Monthly, Quarterly or Half
Yearly Repayment)

3. Conversion ofoverdrafl/ workinl

capital facility to term-loans

4. Splitting of loans into multiple

accounts

5. Transfer ofloans to third party

2
Tourism (Airlines/Tour Operators/Ticketing &
Travel Agents)

-) Construction (Contract-Based)

Moderate

1. Deferment of Loan Repayment up to

4
Hospitality, Entertainment & Recreational

Services

5 Mining & Quarrying
6 Manufacturing Enterprises

7 Handicrafts & Textile Production

8 Trade (Retail) I year

2. Partial Repayment (50% of
instalment) up to I year

9 Housing (Commercial)

0 Home Loans

Personal (Consumer loan) 6. Extension ofgestation period up

to 2 years depending on the
progress of the project

2 Personal (Mortgage loan)

J Transport (Commercial)

4 Transport (Non-Commercial)

5 Education Loan

6 Institutional/Educational Services

Extension ofgestation period up to 2 years depending on the progress

ofthe proiect

7 ICT

I Contract (non-construction)

9 Consultancy Services

20 Health Services & Traditional Medicines

21 Wood Based Products

22 Renewable Energy

23 Hydro Power

24 Traditional and Herbal Medicines

25 Trade lWholesale)
26 Crop Cultivation

27 Livestock Farming

28 Argo-Processing

29 Forestry

30 Loan Against Fixed Deposits

31 All Others



Annexure 2: Description of Loan Restructuring Measures

SL
Qualitative
Measures

Description

1 Deferment of Loan

Repayment
i. lt refers to an arrangement allowing the borrower a defined delay in fulfilling

the repayment obligations.
ii. The deferment may be provided up to 2 years depending on the risk

classification an d afforda bi lity of borrowers.

iii. As per the deferred period, the maturity period shall be automatically
adjusted.

2 Partial Repayment i. lt refers to the payment of certain portion of installment in lieu of the actual

installment. The partial repayment shall at least cover 50% of the

installment amount.
ii. The partial repayment may be provided up to 2 years depending on the risk

classification an d affordabi I ity of borrowers.

iii. As per the deferred period, the maturity term shall be automatically
adjusted.

iv. OverdrafU Working capital loans shall not be eligible for partial repayment
as it doesn't have repayment schedule.

3 Extension of Maturity
Period for Term
Loans

i. lt refers to the extension of maturity period of loans, which allows a
reduction in installment amount by spreading the repayments over a longer
period.

ii. The maturity period for term loans may be extended up to 3 years in

addition to the deferment period.

4 Change in

Repayment
Frequency

It refers to the change in the repayment frequency, whether monthly, quarterly,

or half-yearly.

5 Conversion of
ODA/VC facility to
Term Loan

i. It refers to the conversion of overdraft loans into term loans to enable the

borrowers to make the payment as per the agreed repayment schedule.
The terms of the term loan shall be as per the respective FSP's existing

credit policy.
I.

6 Loan Splitting i. lt refers to the splitting of loans into multiple accounts to reduce EMls.

ii. lt can be used along with other loan restructuring facilities such as

deferment of repayment or partial repayments.

7 Transfer of Loans to
Third Party

Normally, a Fl trying to realize the collateral charged for the NPL a/c could

grant or transfer a loan to an independent party wishing to purchase the

collateral. Since the pandemic has impacted the prospects of most sectors,

this measure can also be extended to the stressed loans which are not

necessarily NPL. However, such loans to third party must be evaluated based

on the normal credit evaluation criteria.

8 Extension of
Gestation Period

For projects under construction, FSPs may provide additional gestation period

up to two years in addition to the maximum limit prescribed under the

Prudential Regulations 2017 depending on the progress of the projects.


