
Frequently Asked Questions (FAQ) on Extended Partial Credit Guarantee Scheme 
 
1. What is the Partial Credit Guarantee Scheme? 
 
The Partial Credit Guarantee Scheme was introduced by GoI on 11.12.2019 offering 
Government of India (GoI) guarantee to Public Sector Banks (PSBs) for purchasing 
pooled assets with a rating of BBB+ or above, from financially sound Non-Banking 
Financial Companies (NBFCs) / Housing Finance Companies (HFCs), with the amount 
of overall guarantee being limited to first loss of up to 10 per cent of fair value of 
assets being purchased by the banks under the Scheme, or Rs. 10,000 crore, 
whichever is lower. 
 
2. What is the Extended Partial Credit Guarantee Scheme or PCGS 2.0? 
 
The extended PCGS or PCGS 2.0 is an extension of the existing Scheme to provide 
Portfolio Guarantee for first loss of up to 20% for purchase by PSBs of Bonds or 
Commercial Papers (CPs) with a rating of AA and below (including unrated paper 
with original/ initial maturity of upto one year) issued by NBFCs/ HFCs/ Micro 
Finance Institutions (MFIs) (in case of MFIs, Bonds/ CPs with MFR rating equivalent),  
 
3. What is the objective of the extended Scheme? 
 
PCGS, as launched in December, 2019, supported transfer of assets from 
NBFCs/HFCs to PSBs.  The extended scheme addresses   temporary liquidity/cash 
flow mismatches of otherwise solvent NBFCs/HFCs/ MFIs without having to resort to 
distress sale of their assets for meeting their commitments, and to enable availability 
of additional liquidity to them for on lending.  The Scheme does so by supporting PSBs 
to buy Bonds/Commercial Paper issued by such NBFCs/HFCs/MFIs.  
 
4. What is the validity period of theScheme? 
 
The validity period of the Scheme is as under: 

 For purchase of pooled assets - Till 31st March, 2021 

 For purchase of Bonds/CPs - For the period as specified in para 2.4 (B) (iv) of 
the scheme  

The above will be subject to an overall ceiling of Rs. 10,000 crore worth of guarantees, 
including both guarantees toward purchase of pooled assets and guarantees for 
Bonds/ CPs.  
 
5. Whether all NBFCs/ HFCs/ MFI would be eligible to avail the benefit of the 
Scheme? 
 
Eligible entities for purchase of pooled assets under the Scheme are: 

 NBFCs registered with RBI under the Reserve Bank of India Act ( excluding 
MFIs and Core Investment Companies) 

 HFCs registered with National Housing Bank (NHB) under the National Housing 
Bank Act. All MFIs which are members of a Self-Regulatory Organisation (SRO) 
recognized by RBI, shall also be eligible for purchase of Bonds/ CPs 



 NBFCs/HFCs should have been regular or SMA-0 during the last one year prior 
to 1.8.2018. In addition, entities reported under SMA-1 category for technical 
reasons alone by any bank for their borrowings during the last one year prior to 
1.8.2018 would also be eligible provided that the lending entity which had 
reported the concerned NBFC/HFC to CRILC or Credit Bureaus certifies that 
such reporting was due to purely technical reasons. NBFCs/ HFCs reported 
under SMA-2/NPA category for any reason whatsoever during this period shall 
not be eligible for purchase of pooled assetsunder the Scheme. 

 NBFCs/ HFCsmust also fulfil the other eligibility criteria stipulated under para 
1.5 of the scheme. 
 

Eligible entities for purchase of Bonds/CPs under the Scheme are: 

 NBFCs registered with RBI under the Reserve Bank of India Act excluding 

Government owned NBFCs 

 HFCs registered with National Housing Bank (NHB) under the National Housing 
Bank Act excluding Government owned HFCs 

 All MFIs which are members of a Self-Regulatory Organisation (SRO) recognized 
by RBI.  

 
6. What is the rating requirement for purchase of Assets/Bonds/Commercial 
Papers? 
 

 Pool of assetsof NBFCs/ HFCs should have minimum rating of 'BBB+' or 
equivalent at fair value  

 Bonds/ CPs issued by NBFCs/ HFCs/ MFIs should have a rating of AA and 
below (in case of MFIs, Bonds/CPs with MFR rating equivalent) given by Credit 
Rating Agencies (CRAs) accredited by RBI. 

 
7.  What would be the validity of the GoI guarantee? 
 

 For purchase of pooled assets, GoI guarantee will be valid for 24 months from 
the date of purchase and shall cease earlier if the purchasing bank sells the 
pooled assets to the originating NBFC/HFC or any other entity, before the 
validity of the guarantee period. 

 GoIguarantee on purchase of Bonds/ CPs will be co-terminus with the tenure 
of the instrument. 

 
8. What should be the date of origination of assets for purchase of pooled assets 
under the Scheme? 

 
Only assets originated up to at least six months prior to the date of initial pool rating 
shall be eligible under this Scheme, provided that such assets have a repayment 
history, excluding any moratorium, of at least a clear six months. The asset should 
also be standard on the books of the NBFC/ HFC on the date of sale. 
 
 

 



9. Will Bonds or Commercial Papers issued in Secondary market be eligible for 

purchase under the Scheme? 

No, all Bonds/ CPs purchased by PSBs under this Scheme shall be of primary 
issuance only. 
 
10. Will investment grade debt paper of NBFCs/HFCs/MFIs be determined 
without adjustments for the COVID scenario considering the grading may have 
been downgraded. 
 
Rating as on date of transaction would apply. 
 
11.   Will Partial Credit Guarantee Scheme be rolled out through all commercial 

banks or will it be specifically routed through public sector banks? What would 
be the pricing guidelines? 
 
PCGS is through PSBs only as sovereign guarantee cannot be extended to private 
entities.. Pricing is to be settled bilaterally between issuer and bank. 
 
12. Will pooled debt instruments be covered under the scheme? 
 
Pooled Debt instruments are not covered under the Scheme. 
 
13.  What will be the tenure of Bonds/CPs eligible for purchase under the 
Scheme? 
 
The tenor of Bonds/CPs eligible for purchase under this Scheme shall be from nine 
months to eighteen months, except for unrated paper whose original/ initial maturity 
shall be from nine months to one year. 
 
14. What is the cap on total issuance of Bonds/ CPs by a single NBFC/HFC/MFI? 
 
The total issuance covered under this Scheme by a single NBFC/HFC/MFI to all PSBs 
shall be capped at 1.25 times of that NBFC/HFC/MFI’s total maturing liability over a 
period of six months from the date of issue of Bonds/ CPs. 
 
15.  What is the timeline to build up portfolio by PSBs for purchase of Bonds/CPs 
to be covered under the scheme? 
 
Portfolio to be eligible under the scheme should be built up within 3 months of 
announcement of the scheme. At the end of three months, the portfolio shall be 
crystallized based on actual amount disbursed, for the Guarantee to come into effect. 
 

16.  Is there any limit on the PSBs for purchasing the Bonds/CPs under the 

Scheme other than the overall guarantee ceiling? 
 
Individual PSBs can buy up to 20% of their total non SLR (Statutory Liquidity Ratio) 
Bondholding through this route 
 
 



17.  Is there a cap on AA and AA- investment sub-portfolio under the Scheme? 
 
At the portfolio level, AA and AA- investment sub-portfolio under the Scheme should 
not exceed 25% of the total portfolio of Bonds/ CPs purchased by PSBs under the 
Scheme. 
 
18. What is the Guarantee Fee to be charged under the Scheme? 
 
Guarantee Fee to be paid by the PSB under the Scheme is as under: 

 For purchase of pooled assets, 0.25% of the fair value of the assets 

 For purchase of Bonds/CPs, 0.25% of the face value at crystalised portfolio level 
of the Bonds/CPs  

 
19. What would be the interest rate under the Scheme? 

Interest rates on Bonds & CPs are to be negotiated bilaterally between the issuer and 
the Bank.  
 
20. Will the Bonds/CPs be tradeable by the Bank? 
 
No.  These are to be held to maturity. 
 
21. A Bank has bought 10 issuances of Bonds/CPs of Rs. 100 Crore during the 
three month period.  These have different issuer ratings.  How will the guarantee 
operate? 
 

As the Bank has bought Bonds/CPs, worth Rs.1000 Crore during the three month 
period and completed disbursement, the crystalised portfolio would be reckoned at Rs. 
1000 Crore. Guarantee of 20% would be on Rs.1000 Crore i.e., first loss of upto 
Rs.200 Crore would be borne by the Government.   
 
22. What happens if the bank is unable to effect recoveries in respect of a 
default after receiving the claim for the guarantee amount? 
 
The actual amount recovered by the bank net of recovery costs, limited to the claim 
amount received shall be remitted by the bank to Government.   
 
23. Will Recapitalisation Bonds be considered for arriving at the eligible limit as 
per Sr no 2.4 (B) (iii) of the Scheme. 

 
As the Recapitalisation Bonds are part of non-SLR investments of the Banks, the same 
may be considered for arriving  at the eligible limit (20% of their total non SLR 
(Statutory Liquidity Ratio) Bondholding) based under the Scheme. 
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