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Liquidity Measures announced by RBI to ease financial stress caused by COVID 19 !! 

 
 

1. Measures to Support Exports and Imports 
 
A. Export Credit  

 

 RBI permitted an increase in the period of realization and repatriation of export 
proceeds to India from nine months to 15 months from the date of export in 
respect of exports made up to or on July 31, 2020 
 

 RBI increase the maximum permissible period of pre-shipment and post-
shipment export credit sanctioned by banks from the existing one year to 15 
months, for disbursements made up to July 31, 2020.  

 
B. Extension of Time for Payment for Imports  
 

 It has been decided to extend the time period for completion of remittances 
against normal imports into India (except in cases where amounts are withheld 
towards guarantee of performance) from six months to twelve months from the 
date of shipment for such imports made on or before July 31, 2020. 

 
 

2. Measures to Ease Financial Stress  
 
 
A. Moratorium on Term Loan Instalments  
 

 In view of the extension of the lockdown and continuing disruptions on account 
of COVID-19, it has been decided to permit lending institutions to extend the 
moratorium on term loan instalments by another three months, i.e., from June 
1, 2020 to  August 31, 2020. Accordingly, the repayment schedule and all 
subsequent due dates, as also the tenor for such loans, may be shifted across 
the board by another three months. 

 
B. Deferment of Interest on Working Capital Facilities 
 

 In respect of working capital facilities sanctioned in the form of cash 
credit/overdraft, lending institutions are being permitted to allow a deferment 
of another three months, from June 1, 2020 to August 31, 2020, in addition to 
the three months allowed on March 27, 2020 on payment of interest in respect 
of all such facilities outstanding as on March 1, 2020.   

 
C. Payment of Interest on Working Capital Facilities for the Deferment Period 
 

 In order to ameliorate the difficulties faced by borrowers in repaying the 
accumulated interest for the deferment period on working capital facilities in 
one shot, lending institutions are permitted to convert the accumulated interest 
on working capital facilities over the deferment period (up to August 31, 2020) 



RK Bhalla & Co. 
Chartered Accountants 

into a funded interest term loan which shall be repayable not later than the end 
of the current financial year (i.e., March 31, 2021). 

 
D. Asset Classification  

 

 As the moratorium/deferment is being provided specifically to enable 
borrowers to tide over COVID-19 disruptions, the same will not be treated as 
changes in terms and conditions of loan agreements due to financial difficulty of 
the borrowers and, consequently, will not result in asset classification 
downgrade.   
 

 As earlier, the rescheduling of payments on account of the 
moratorium/deferment will not qualify as a default for the purposes of 
supervisory reporting and reporting to credit information companies (CICs) by 
the lending institutions. CICs shall ensure that the actions taken by lending 
institutions in pursuance of the announcements made today do not adversely 
impact the credit history of the borrowers.  

 

 In respect of all accounts for which lending institutions decide to grant 
moratorium/deferment, and which were standard as on March 1, 2020, the 90-
day NPA norm shall also exclude the extended moratorium/deferment period. 
Consequently, there would be an asset classification standstill for all such 
accounts during the moratorium/deferment period from March 1, 2020 to 
August 31, 2020. Thereafter, the normal ageing norms shall apply. 

 
E. Easing of Working Capital Financing 

 

 In respect of working capital facilities sanctioned in the form of cash 
credit/overdraft, lending institutions are permitted to recalculate the ‘drawing 
power’ by reducing the margins till the extended period, i.e., August 31, 2020. 
In order to smoothen the impact for the borrowers, lending institutions are 
permitted to restore the margins to the original levels by March 31, 2021.  

 

 Such changes in credit terms permitted to the borrowers to specifically tide 
over COVID-19’s fallout will not be treated as concessions granted due to 
financial difficulty of the borrower, under Paragraph 2 of the Annex to the 
Reserve Bank of India (Prudential Framework for Resolution of Stressed Assets) 
Directions, 2019 dated June 7, 2019 (‘Prudential Framework’), and 
consequently, will not result in asset classification downgrade.   

 
F. Extension of Resolution Timeline  

 

 Under the Prudential Framework, lending institutions are required to hold an 
additional provision of 20 per cent in the case of large accounts under default if 
a resolution plan has not been implemented within 210 days from the date of 
such default. Given the continuing challenges to resolution of stressed assets, 
lending institutions are permitted to exclude the entire moratorium/deferment 
period from March 1, 2020 to August 31, 2020 from the calculation of 30-day 
Review Period or 180-day Resolution Period, if the Review/Resolution Period 
had not expired as on March 1, 2020.   

 


