Recognition of permanent diminution in the value of investments in banks’ 
subsidiaries/joint ventures
The need to determine whether impairment has occurred is a continuous process and the need for such determination will arise in the following circumstances: 

(a) On the happening of an event which suggests that impairment has occurred. This would include: 

(i) the company has defaulted in repayment of its debt obligations. 

(ii) the loan amount of the company with any bank has been restructured. 

(iii) the credit rating of the company has been downgraded to below investment grade. 

(b) When the company has incurred losses for a continuous period of three years and the net worth has consequently been reduced by 25% or more. 

 (c) In the case of new company or a new project when the originally projected date of achieving the breakeven point has been extended i.e., the company or the project has not achieved break-even within the gestation period as originally envisaged. 

When the need to determine whether impairment has occurred arises in respect of a subsidiary, joint venture or a material investment, the bank should obtain a valuation of the investment by a reputed/qualified valuer and make provision for the impairment, if any. 
