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For First tranche loans: 

(a) First loss default (0 to 7.5%) : 100% coverage 
(b) Second loss (More than 7.5% and upto 20 %): 80% coverage of default portfolio 

and 

(c) Third Loss (More than 20% and up to 50%): 60% coverage of default portfolio. 
* Maximum guarantee coverage will be 50% of the year portfolio for the 

First tranche of loan. 

For Second tranche Loans: 

(a) First Loss Default (Up to 5%): 100% coverage and for 
(b) Second Loss (beyond 5% and up to 15%):809% of coverage of default portfolio 

Maximum guarantee coverage will be 15% of the year portfolio for the 
Second tranche of loan. 
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The details of coverage are given in the following table 

First Loss 

Second Loss 
Third LOss 
Maximum Guarantee Cover 

Effectivye Guarantee Cover 

Guarantee Fee: 

Lock-in-period 

borrower. 

Portfolio 
0 to 7.5% 

Invocation of Guarantee: 

Above 7.5% to 20% 

Above 20% to 50% 
50% 

(4) 

NPA Marking 

Legal Action 

First Loan 

Recovery: 

35.5% 

Claim Lodgement time period 

Coverage 
100% 

Interpretation: 

80% 

No fee shall be charged fromn the Member Lending Institution/borrower. 

60% 

Portfolio 

0 to 5% 

Lock-in-period shall be 9 months from the first disbursement of the loan to the 

Second Loan 

Above 5% to 15% 
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15% 

The Member Lending Institution (MLIs) are required to inform the date 

15% 

on which the account was classified as NPA in a particular calendar 
quarter, by end of subsequent quarter. 

No Legal action is required for lodgement of claim. 

Coverage 
100% 

80% 

MLI can lodge claim within 2 years from the NPA date after completion 
of lock-in-period. On lodgment of claim application by MLI on quarterly 
basis, CGTMSE would settle the claim in single instalment. 

Any recovery made fron the NPA portfolio against which claim has been 
settled by CGTMSE will be allowed to be adjusted against future claim, if any, else 
will be returned to CGTMSE by the concerned lending institutions. The recovered 
amount, if any, shall be deposited by the lending institution with the Trust, after 
adjusting the legal cost incurred for recovery of dues. 

If any question arises in regard to the interpretation of any of the provisions of 
the scheme or of any directions or instructions or clarifications or necessary changes 

as required from time to time given in connection therewith, the decision of the 
Trust/CEO of the Trust, taken in consultation with MoMSME shall be final. 

All other guidelines with regard to post guarantee operations are applicable for this 
scheme also. 
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