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(l_ncluding Regionall~ura l Banks and Local1~rea Banks) 

Dear Sir 

May 6, 2010 

Working (iroup to• Review the Credit Guaw;mtee Sdwrne for Mic1ro and s;rnall Erlte)l'ris-es (MSEs) 
- C:OIIateral free lo<m:s to MSEs 

As you an! awar•:?, a Working Group was constituted by thE! Reserve Bank of India tc rf?view the 
Cmdit Gua rantee Scheme (CGS) of the Credit Guc1rantee Fund Trust for Micro and Small 
Enterprises (Chairman : Shri V.K. Sharma, Executive Director, HBI ) ar1d suggest measure·s to 
enhance its usa~:e· . The Report of the Working Group was released on March 6, 20:lO, which is 
available on our web~;ite (!"w~.rbi .orgJQ.). The WmkiJ'If~ Group has, inter alia, recomm;mded that 

"the limit for col~~te:ral free loans to the f\tjSE sector be incre<•sed f rom the pre~>ent lt.?vet of Hs. 
5 lakh to Rs.10 lakh and it be made mandatory for banks. Banks, in turn, ca n ta'ke cover for the 
collateral free c:roedi1t faci lities under CGS. In order to upscale the CGS, it is necf~ssary tt:' create 
widespn!ad awaren-ess about the key features and benefits of the Scheme. As the branch level 
function: ~ries have a predilection to lend against cc !latera ls, thte Group recommends that the 
Chief Ex•?cutive Officers (CEOs} of banks assume ccmplete and total ownership in thE! matter 
of strongty enc:ourcging the branch level functiornr ies to c1vail of thE~ CGS c:over, includijng 
making performance in this regard a criterion in the E~valuation of theidield staff." 

The above recommendations have been accepted by the Res•?rve Bank of India. Accordingly, in 
mocfification of our circular RPCD.SME & NFS.BC.No. 16/ 06.02.31 (P)/ 2009-10 date01 t1ugust 24, 
2001, bank; are mandated not to accept collat•~ral wcurity in the case of loans uptc1 Hs 10 lakh 

extended to units m the MSE sector . 

2. Banks may alsc• strongly encourage thei r branch I·Evel functionaries to avail of the OGS cover, 
including making performance in this regard a criterior. un t he evaluation otf their fiield s1a1'f. 

3. You are requested to issue suitable in~;tructions to your branches/ controlling offices for 

meticulous and st1ict compliance in this regard. 

4. Please acknowledge receipt. 

Yours faithfuHy 

(R.C. Saranf:i) 
Chid General Mar1c1ger 
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