
Frequently Asked Questions on Union Credit Guarantee Scheme for 

Subordinate Debt to MSMEs 

 

Sr. 

No. 

Query Answer 

1.  What is Distressed Asset Fund -

Subordinated Debt for Stressed 

MSMEs?  

 The “Distressed Asset Fund - Subordinated Debt for 

Stressed MSMEs” is a scheme framed by Ministry of 

MSME under which credit facility would be provided to 

the Promoters of the stressed MSMEs by Scheduled 

Commercial Banks (SCBs) for infusing the same as 

equity/quasi equity/ sub-debt in the unit. 

2.  Which are the MSME’s 

constitutions included under the 

Scheme?  

 

MSME units such as Individuals / Proprietorship, LLP, 

Partnership, Private Limited Company or registered 

company are eligible to be covered under the scheme. 

3.  What will be the eligibility 

criteria for MSMEs to avail the 

benefit of the Scheme?  

All MSME borrower / entities who are stressed viz. 

SMA2 and NPA accounts and are eligible for 

restructuring (as per RBI guidelines) and are 

commercially viable as per the assessment of the 

lending institutions. 

4.  Any cut-off date / eligibility is 

prescribed for MSMEs for availing 

the benefit under the Scheme?  

 

MSMEs whose accounts have been standard as on 

31.03.2018 and have been in regular operations, either 

as standard accounts, or as NPA accounts during 

financial year 2018-19 and financial year 2019-20 are 

eligible under the Scheme. The Scheme is valid for 

MSME units which are stressed viz. SMA2 and NPA 

accounts as on 30-04-2020. 

5.  Whether the MSME account 

where the legal / recovery 

proceedings are underway are 

eligible under the Scheme?  

Yes. In cases where recovery proceedings are 

underway, such as through SARFAESI Sec. 13(2), 13(4), 

DRT, suit filed, restructuring, MLIs may carry out on 

the basis of viability of the MSMEs as per RBI’s 

restructuring guidelines. 

6.  On what basis restructuring is 

carried out?  

Branches are required to carry out restructuring of 

MSME accounts as per extant RBI guidelines. 

7.  What would be the procedure 

followed in case a borrower has 

loan accounts with multiple 

lenders?  

In case a borrower has existing limits with more than 

one lender, the CGSSD can be availed by the borrower 

through one lender only. A declaration from the 

borrower regarding its other banking arrangements 

and that it has not availed funding under the scheme 
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from the other lenders to be obtained by the lending 

MLI. 

8.  To avail sub-debt under DAF-

SDSM, will it be necessary for 

existing loans of the borrower to 

be covered under existing 

guarantee schemes such as 

CGFMU or CGTMSE?  

NO 

9.  Whether prepayment of sub-

debt facilities is allowed?  

Pre-payment of loan/credit facilities is allowed at no 

additional charge to the borrower. 

10.  Will any guarantee fee be 

charged under the Scheme by 

CGTMSE?  

 

Yes. 1.50% per annum on the guaranteed amount on 

outstanding basis. 

11.  What will be the risk weight 

assigned to the credit extended 

under the scheme?  

CGTMSE guaranteed portion to be assigned zero risk 

weight, as per extant guidelines. 

12.  What will be the security on 

credit facility extended under 

the Scheme?  

The credit extended under the scheme will rank 

second charge on all the existing assets. 

13.  I was running a business and my 

account turned into NPA due to 

certain reasons. However, my 

unit is not running now and it is 

closed. Am I eligible under the 

scheme?  

No. For availing this sub-debt, the unit must be in 

running condition and operational. 

14.  How long the guarantee cover is 

available for credit facilities 

extended to a particular 

borrower?  

Guarantee will commence from guarantee start date 

and shall run through the agreed tenure of the facility 

subject to payment of guarantee fee on annual basis. 

 

• For more details, Please contact our nearest Branch. 


