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Introduction 

Credit Risk Transfer and Distributions are resorted to by lending institutions for 

multitude of reasons ranging from liquidity management and rebalancing their 

exposures or strategic sales. In this regard, the Reserve Bank hereby issues a 

comprehensive and self-contained framework of regulatory guidelines governing 

different avenues of credit risk transfer and distribution. Accordingly, in exercise of 

powers conferred by sections 21, 35A read with section 56 of the Banking Regulation 

Act, 1949; the Reserve Bank being satisfied that it is necessary and expedient in the 

public interest to do so, hereby issues these Directions hereinafter specified. 
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Chapter I- Preliminary 

A. Short title and commencement  

1. These directions shall be called the Reserve Bank of India (Rural Cooperative 

Banks- Transfer and Distribution of Credit Risk) Directions, 2025. 

2. These Directions shall come into effect on the day it is placed on the official website 

of the Reserve Bank of India.  

B. Applicability 

3. These directions shall be applicable to Rural Cooperative Banks (hereinafter 

collectively referred to as 'banks' and individually as a 'bank'). 

In this context, rural co-operative banks shall mean State Co-operative Banks and 

Central Co-operative Banks, as defined in the National Bank for Agriculture and Rural 

Development Act, 1981. 

C. Definitions 

4. The terms have been defined in the Chapter II of this Direction.  

5. All other expressions, unless defined in the respective parts, shall have the 

same meaning as have been assigned to them under the Banking Regulation Act, 

1949 or the Reserve Bank of India Act, 1934 or any statutory modification or re-

enactment thereto or any other relevant regulation or as used in commercial parlance, 

as the case may be. 
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Chapter II- Scope and Definitions 

A. Scope and Purpose  

6. Banks shall acquire loans only from a transferor specified as a lender in 

paragraph 11(4) unless specifically permitted.   

7. RCBs are permitted as only transferor(s) of stressed loans under Chapter IV of 

these directions and are not permitted as transferors(s) or transferee(s) in any other 

type of loan transfers. 

8. No bank shall undertake any loan transfers or acquisitions other than those 

permitted under this direction and in the manner prescribed therein. 

Explanation: The above proviso shall be without prejudice to the provisions of Master 

Direction – External Commercial Borrowings, Trade Credits and Structured 

Obligations dated March 26, 2019; obtention of guarantees; or products explicitly 

permitted in terms of RBI guidelines. 

9. The directions will be applicable to all loan transfers undertaken by the bank, 

including transfer of loans through novation or assignment. 

Provided that in cases of loan transfers, legal ownership of the loan shall be 

mandatorily transferred to the transferee(s) to the extent of economic interest 

transferred. 

10. These directions shall apply only to banks as transferor(s) in loan transfers, 

unless specifically made applicable to other categories of entities as transferee(s) as 

per the specific permissions.    

B. Definitions 

11. For the purpose of these Directions, following definitions shall apply: 

(1) “credit enhancement” means a contractual arrangement in which an entity 

provides some degree of added protection to other parties to a transaction so as to 

mitigate the credit risk of their acquired exposures;  

(2) “default’ means non-payment of debt (as defined under the Insolvency and 

Bankruptcy Code, 2016) when whole or any part or instalment of the debt has become 

due and payable and is not paid by the debtor or the corporate debtor, as the case 

may be; 

https://rbi.org.in/web/rbi/-/notifications/master-direction-external-commercial-borrowings-trade-credits-and-structured-obligations-updated-as-on-september-30-2022-lt-a-gt-supersedes-master-direction-external-commercial-borrowings-trade-credit-borrowing-and-lending-in-11510
https://rbi.org.in/web/rbi/-/notifications/master-direction-external-commercial-borrowings-trade-credits-and-structured-obligations-updated-as-on-september-30-2022-lt-a-gt-supersedes-master-direction-external-commercial-borrowings-trade-credit-borrowing-and-lending-in-11510
https://rbi.org.in/web/rbi/-/notifications/master-direction-external-commercial-borrowings-trade-credits-and-structured-obligations-updated-as-on-september-30-2022-lt-a-gt-supersedes-master-direction-external-commercial-borrowings-trade-credit-borrowing-and-lending-in-11510
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Provided that for revolving facilities like cash credit, default would also mean, without 

prejudice to the above, the outstanding balance remaining continuously in excess of 

the sanctioned limit or drawing power, whichever is lower, for more than 30 days. 

(3)  “Economic Interest” refers to the risks and rewards that may arise out of loan 

exposure through the life of the loan exposure; 

(4) “Lenders” shall include the following set of entities, 

Scheduled Commercial Banks; Regional Rural Banks; Local Area Banks; Primary 

(Urban) Co-operative Banks; State Co-operative Banks/ Central Co-operative Banks; 

All India Financial Institutions (NABARD, NHB, EXIM Bank, SIDBI and NaBFID); Small 

Finance Banks; Non-Banking Finance Companies (NBFCs) including Housing 

Finance Companies (HFCs). 

Provided that Regional Rural Banks; Local Area Banks and Primary (Urban) Co-

operative Banks/State Co-operative Banks/ Central Co-operative Banks are permitted 

as only transferor(s) of stressed loans under Chapter IV and are not permitted as 

transferors(s) or transferee(s) in any other type of loan transfers. 

(5) “net book value (NBV)” means the funded outstanding in a loan exposure 

reduced by the specific provisions made against such exposure; 

(6) “permitted transferees” mean the lenders specified below:   

Scheduled Commercial Banks, All India Financial Institutions (NABARD, NHB, EXIM 

Bank, SIDBI and NaBFID), Small Finance Banks; and All Non-Banking Finance 

Companies (NBFCs) including Housing Finance Companies (HFCs). 

(7) “personal loans” refer to loans given to individuals and consist of (a) consumer 

credit, (b) education loan, (c) loans given for creation/ enhancement of immovable 

assets (e.g., housing, etc.), and (d) loans given for investment in financial assets 

(shares, debentures, etc.). 

Explanation: A loan shall be categorised as personal loan if it falls within the purview 

of the above definition, even if such loans are not explicitly classified so in any 

regulatory / supervisory reporting. 

(8) “portfolio” means a set of loan exposures transferred together at a point of time 

under the same transfer agreement; 
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Provided that transfer agreements under which loans are transferred as a portfolio 

shall list the details of the individual loan exposures which are transferred as a portfolio. 

(9) “stressed loans” mean loan exposures that are classified as non-performing 

assets (NPA) or as special mention accounts (SMA); 

(10) “time of transfer” means the point at which the associated risks and rewards, to 

the extent of economic interest transferred and as documented in the assignment, or 

novation contract, become binding on the transferor and transferee.  

(11) “transfer” means a transfer of economic interest in loan exposures by the 

transferor to the transferee(s), with or without the transfer of the underlying loan 

contract, in the manner permitted in these directions; 

Explanation: Consequently, the transferee(s) shall “acquire” the loan exposures 

following a loan transfer. 

(12) “transferee” means the entity to which the economic interest in a loan exposure 

is transferred under these directions; 

Provided that a transferee shall not be a person disqualified in terms of Section 29A 

of the Insolvency and Bankruptcy Code, 2016; 

Provided further that in case of transfer of loan exposures of borrowers in whose 

accounts instances of fraud have been detected by any lender, the transferee(s) shall 

neither belong to the existing promoter group of such borrower nor shall be a 

subsidiary / associate / related party etc. (domestic as well as overseas) of any person 

belonging to the existing promoter group of such borrower. 

Explanation I: In market parlance, transferee may be alternatively referred to as the 

assignee under assignment transactions. 

Explanation II: For the purpose of the second proviso above, the term ‘promoter group’ 

shall have the same meaning as in the Securities and Exchange Board of India (Issue 

of Capital and Disclosure Requirements) Regulations, 2018; and the term ‘related 

party’ shall have the same meaning as in the Insolvency and Bankruptcy Code, 2016. 

Explanation III: The responsibility for verifying and establishing that the transferee(s) 

comply with the above provisos shall be with the transferor(s). 
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(13) “transferor” means the entity which transfers the economic interest in a loan 

exposure under these directions; 

Explanation: In market parlance, transferor may be alternatively referred to as the 

assignor under assignment transactions, wherever applicable 

12. All other expressions, unless defined in this Direction, shall have the same 

meaning as have been assigned to them under the Banking Regulation Act, 1949 or 

the Reserve Bank of India Act, 1934 or any statutory modification or re-enactment 

thereto or any other relevant regulation or as used in commercial parlance, as the case 

may be. 
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Chapter III- General Conditions applicable for all loan transfers 

A. General Requirements  

13. The bank shall put in place a comprehensive Board approved policy for transfer 

and acquisition of loan exposures under these guidelines. These guidelines must, inter 

alia, lay down the minimum quantitative and qualitative standards relating to due 

diligence, valuation, requisite IT systems for capture, storage and management of 

data, risk management, periodic Board level oversight, etc. Further, the policy must 

also ensure independence of functioning and reporting responsibilities of the units and 

personnel involved in transfer / acquisition of loans from that of personnel involved in 

originating the loans. All transactions must meet the requirements as detailed in the 

policy. 

14. Loan transfers should result in transfer of economic interest without being 

accompanied by any change in underlying terms and conditions of the loan contract. 

In all cases, if there are any modifications to terms and conditions of the loan contract 

during and after transfer (e.g. in take-out financing), the same shall be evaluated 

against restructuring as applicable. 

15. Lenders referred to in Paragraph 11(4), regardless of whether they are 

transferors or otherwise, should not offer credit enhancements or liquidity facilities in 

any form in the case of loan transfers.   

16. A loan transfer should result in immediate separation of the transferor from the 

risks and rewards associated with loans to the extent that the economic interest has 

been transferred.   

In case of any retained economic interest in the exposure by the transferor, the loan 

transfer agreement should clearly specify the distribution of the principal and interest 

income from the transferred loan between the transferor and the transferee(s). 

However, it is reiterated that any retention of economic interest by the transferor shall 

not result in credit enhancement. 

17. The transferee(s) should have the unfettered right to transfer or otherwise 

dispose of the loans free of any restraining condition to the extent of economic interest 

transferred to them.   
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(1) The transferee(s) shall have no recourse to the transferor for any expenses or 

losses linked to the transferred economic interest except those specifically permitted 

under these guidelines.  

(2) Further, the transferor / transferee(s) shall not be constrained to obtain consent 

from the transferee(s) / transferor, as the case may be, when it comes to resolution or 

recovery in respect of the beneficial economic interest retained by or transferred to the 

respective entity.  

18. The transferor shall have no obligation to re-acquire or fund the re-payment of 

the loans or any part of it or substitute loans held by the transferee(s) or provide 

additional loans to the transferee(s) at any time except those arising out of breach of 

warranties or representations made at the time of transfer.  

The transferor should be able to demonstrate that a notice to this effect has been given 

to the transferee(s) and that the transferee(s) have acknowledged the absence of such 

obligation.  

19. Wherever security interest is held by the transferor in trust with the transferee(s) 

as the beneficiaries, the transferee(s) shall ensure that a mutually agreed and binding 

mechanism for timely invocation of such security interest, if the need arises, has been 

properly documented and put in place. 

20. The transfer of loans by transferor(s) must not contravene the rights of 

underlying obligors and all necessary consents from obligors (including from third 

parties), where necessary as per the respective contracts, should have been obtained.  

21. A transferor should notify RBI (Department of Supervision) of all instances 

where it has replaced loans transferred to a transferee or paid damages arising out of 

any representation or warranty.  

22. The extant instructions on outsourcing and the applicable provisions of Reserve 

Bank of India (Rural Cooperative Banks– Know Your Customer) Directions, 2025 shall 

be complied with in all cases.  

23. In respect of exposures that do not meet the requirements of these directions, 

transferee(s) shall maintain capital charge equal to the actual exposure acquired. In 

such cases, the transferor shall continue to recognise the transferred loan in its 

https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-rural-co-operative-banks-know-your-customer-directions-2025-1
https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-rural-co-operative-banks-know-your-customer-directions-2025-1
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entirety, as if it was not transferred at all in the first place, and the consideration 

received shall be recognised as an advance.  

24. There is no restriction on transfer of loan accounts classified as fraud by banks. 

Banks can transfer such exposures to permitted transferees as per their board 

approved policies in compliance with Paragraph 29. 

B. Transferor as servicing facility provider  

25. The transferee(s) may engage a servicing facility provider, which may also be 

the transferor, to administer or service the acquired exposures.   

26. If a bank, including a transferor, performs the role of a servicing facility provider 

for the transferee(s) after the loan transfer has occurred, it shall ensure that the 

following conditions are fulfilled:  

(1) The nature, purpose, extent of the facility and all required standards of 

performance shall be clearly specified in a written agreement.  

(2) The facility is provided on an 'arm's length basis' on market terms and 

conditions.  

(3) Payment of any fee or other income arising from the role as a servicing facility 

provider is not subject to deferral or waiver in a way that would directly or indirectly 

provide credit enhancement or liquidity facility.  

(4) The duration of the facility is limited to the earliest of the dates on which:  

(i) the underlying loans are completely amortised;  

(ii) all claims connected with the transferee(s)’ economic interest in the underlying 

loans are paid out; or  

(iii) the lender's obligations as the servicing facility provider are otherwise 

terminated.  

(5) There should not be any recourse to the lender beyond the fixed contractual 

obligations.  

(6) The transferee(s) have the clear right to select an alternative party to provide 

the servicing facility.  
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(7) The bank should be under no obligation to remit funds to the transferee(s) until 

it has received funds generated from the underlying loans.  

(8) The bank shall hold in trust, on behalf of the transferee(s), the cash flows arising 

from the underlying loans and shall avoid co-mingling of these cash flows with its own 

cash flows.  

Provided that if the above conditions are not satisfied, the transferor bank shall 

maintain capital on the loans transferred as if the loans in respect of which servicing 

facility is being provided are held by it directly on its books.  
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Chapter IV- Transfer of stressed loans 

A. General Requirements  

27. The instructions contained in this Chapter would cover transfer of stressed 

loans, including transfer to ARCs.  

28. The transfer of stressed loans must be done through assignment or novation 

only; loan participation is not permitted in the case of stressed loans. 

29. The Board approved policies of banks on transfer and / or acquisition of 

stressed loans shall, inter alia, cover the following aspects: 

(1) Norms and procedure for transfer or acquisition of such loans; 

(2) Valuation methodology to be followed to ensure that the realisable value of 

stressed loans, including the realisability of the underlying security interest, if available, 

is reasonably estimated; 

(3) Delegation of powers to various functionaries for taking decision on the transfer 

or acquisition of the loans; 

(4) Stated objectives for acquiring stressed assets; 

30.  The policy on transfer of stressed loans shall be based on the following 

principles: 

(1) The process of identification of stressed loans beyond a specified value, as may 

be determined by a bank’s policy, for transfer shall follow a top-down approach i.e., 

the head office/corporate office of the bank shall be actively involved in identification 

of stressed loans for transfer; 

(2) At a minimum, all loans classified as NPA above a threshold amount decided 

by the Board/Board Committee shall be reviewed by the Board/Board Committee at 

periodic intervals and a view, with documented rationale, be taken on transfer or 

otherwise. The loans identified for transfer shall be listed for the purpose of transfer as 

indicated above. 

31. Transferors should have clear policies with regard to valuation of loan 

exposures proposed to be transferred. The basis or the grounds which will determine 

the type of valuation used - internal or external - must be clearly specified in the policy. 

The discount rate used by the transferor in the internal valuation exercise shall also be 
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spelt out in the policy. This may be either cost of equity or average cost of funds or 

opportunity cost or some other relevant rate, subject to a floor of the contracted interest 

rate charged. However, in case the credit exposure being transferred (without netting 

for provisions), singly, jointly, or severally, is Rs.100 crore or more, the transferor shall 

obtain two external valuation reports. The cost of valuation exercise, external or 

otherwise, shall be borne by the transferor. 

32. In general, bank shall transfer stressed loans, including through bilateral sales, 

only to permitted transferees and ARCs.  

33. The manner of transfer must be in terms of the Board approved policy of the 

transferor. Banks may also use e-auction platforms, wherever available, for 

transferring their loans. 

34. However, when negotiated on a bilateral basis, such negotiations must 

necessarily be followed by an auction through Swiss Challenge method if the 

aggregate exposure (including investment exposure) of lenders to the borrower/s 

whose loan is being transferred is ₹100 crore or more. In all other cases, the bilateral 

negotiations shall be subject to the price discovery and value maximisation 

approaches adopted by the transferor as part of the Board approved policy described 

in Paragraph 29, which may also include Swiss Challenge method. The broad 

guidelines to be followed for the Swiss Challenge Method are given in Paragraphs 51-

53.  

35. The transferor shall ensure that subsequent to transfer of the stressed loans, 

they do not assume any operational, legal or any other type of risks relating to the 

transferred loans including additional funding or commitments to the borrower / 

transferee(s) with reference to the loan transferred. Subsequently, fresh exposure may 

be taken on the borrower after a cooling period laid down in the respective Board 

approved policy of the transferor, which in any case, shall not be less than 12 months 

from the date of such transfer. 

36. The transferor(s) must provide adequate time for due diligence by prospective 

acquirers, which may vary as per the size of the loan.  

37. The transferor(s) shall ensure that no transfer of a stressed loan is made at a 

contingent price whereby in the event of shortfall in the realization of the agreed price, 

the transferor(s) would have to bear a part of the shortfall.   
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38. The transferor shall transfer the stressed loans to transferee(s) other than ARCs 

only on cash basis. The entire transfer consideration should be received not later than 

at the time of transfer of loans, and the loan can be taken out of the books of the 

transferor only on receipt of the entire transfer consideration. If the transfer to 

transferee(s) other than ARCs is at a price below the net NBV at the time of transfer, 

the shortfall shall be debited to the profit and loss account of the year in which transfer 

has taken place. If the sale consideration is for a value higher than the NBV at the time 

of transfer, the excess provisions may be reversed.   

39. In the case of ARC, the asset classification of stressed loans acquired by it and 

the associated provisions to be maintained shall be continued to be guided by the 

extant instructions as applicable to them in this regard.  

B. Additional requirements for transfer of NPAs  

40. The transferor shall continue to pursue the staff accountability aspects as per 

the existing instructions in respect of the NPAs transferred to other lenders.  

C. Transfer of loans to Asset Reconstruction Companies  

41. Subject to the provisions of the Reserve Bank of India (Asset Reconstruction 

Companies) Directions, 2025 all stressed loans which are in default in the books of the 

transferors are permitted to be transferred to ARCs.  This shall include loan exposures 

classified as fraud as on the date of transfer provided that the responsibilities of the 

transferor with respect to continuous reporting, monitoring, filing of complaints with law 

enforcement agencies and proceedings related to such complaints shall also be 

transferred to the ARC. The transfer of such loan exposures to an ARC, however, does 

not absolve the transferor from fixing the staff accountability as required under the 

extant instructions on frauds.  

42. In case of specific stressed loans, where it is considered necessary, 

transferor(s) shall be free to enter into agreement with the ARC to share, in an agreed 

proportion, any surplus realised by the ARC from the concerned stressed loan. In such 

cases, the terms of transfer should provide for a report from the ARC to the 

transferor(s) on the value realised from the loan. Transferor(s) shall not account for 

the profit until it has materialised.   

43. When the stressed loan is transferred to ARC at a price below the NBV at the 

time of transfer, bank shall debit the shortfall to the profit and loss account for the year 

https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-asset-reconstruction-companies-directions-2025-1
https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-asset-reconstruction-companies-directions-2025-1
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in which the transfer has taken place. A bank is permitted to use countercyclical or 

floating provisions for meeting any shortfall on transfer of stressed loan when the 

transfer is at a price below the NBV.   

44. On the other hand, when the stressed loan is transferred to an ARC for a value 

higher than the NBV at the time of transfer, bank shall reverse the excess provision on 

transfer to the profit and loss account in the year the amounts are received and only 

when the sum of cash received by way of initial consideration and / or redemption or 

transfer of Security Receipts (SR) / Pass Through Certificates (PTCs)/ other securities 

issued by ARCs is higher than the NBV of the loan at the time of transfer. Further, 

such reversal shall be limited to the extent to which cash received exceeds the NBV 

of the loan at the time of transfer.  

(1) Notwithstanding the provisions contained in paragraph 44, the bank can reverse 

the entire excess provision [viz. sale consideration (-) NBV] to the Profit and Loss 

Account in the year of transfer if the sale consideration comprises only of cash and 

SRs guaranteed by the Government of India. 

Provided that, the non-cash component of the excess provision [viz. excess provision 

(-) cash received at the time of transfer] shall be deducted from CET 1 capital, and no 

dividends shall be paid out of this component. 

45. Investments by lenders in SRs / PTCs / other securities issued by ARCs shall 

be valued periodically by reckoning the Net Asset Value (NAV) declared by the ARC 

based on the recovery ratings received for such instruments.  

Provided that when transferors invest in the SRs/PTCs issued by ARCs in respect of 

the stressed loans transferred by them to the ARC, the transferors shall carry the 

investment in their books on an ongoing basis, until its transfer or realization, at lower 

of the redemption value of SRs arrived based on the NAV as above, and the NBV of 

the transferred stressed loan at the time of transfer.  

46. If the investment by the transferor in SRs issued against loans transferred by it 

is more than 10 percent of all SRs issued against the transferred asset, then the 

valuation of the SRs on the books of the transferor shall be the lower of the following:   

(1) value arrived at in terms of paragraph 45; and  
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(2) face value of the SRs reduced by the notional provisioning rate applicable if the 

loans had continued on the books of the transferor. 

Provided that in respect of valuation of investment in SRs outstanding in the books of 

Rural Cooperative Banks, as on September 24, 2021, the following treatment shall be 

applicable: 

(1) The difference between the carrying value of such SRs and the valuation arrived 

at in terms of this clause, as on the next financial reporting date after the date 

of issuance of these directions, may be provided over a seven-year period 

starting with the financial year ending March 31, 2022 – i.e. from FY 2021-22 

till FY 2027-28. 

(2) Subsequent valuation of investments in such SRs on an ongoing basis shall, 

however, be strictly in terms of the provisions of these directions. 

(3) RCBs concerned shall put in place a board approved plan to ensure that the 

provisioning made in each of the financial years in compliance of sub-clause (a) 

above is not less than one fifth of the required provisioning on this count. 

(4) Valuation of investments in SRs made by all lenders after the issuance of these 

directions shall be strictly in terms of the provisions of these directions. 

47.  (1) Notwithstanding the provisions contained in paragraph 46, or the proviso to 

paragraph 45, SRs guaranteed by the Government of India shall be valued periodically 

by reckoning the Net Asset Value (NAV) declared by the ARC based on the recovery 

ratings received for such instruments. 

(2) However, any unrealized gain recognized in the Profit and Loss Account on 

account of fair valuation of such investments shall be deducted from CET 1 capital, 

and no dividends shall be paid out of such unrealized gains. 

(3) Any SRs outstanding after the final settlement of the government guarantee or 

the expiry of the guarantee period, whichever is earlier, shall be valued at ₹1. 

(4) In the event of the SRs being converted to any other form of instruments as part 

of resolution, then the valuation and provisioning thereof, for such instruments shall be 

governed by the provisions as laid down under Master Direction on Resolution of 

Stressed Assets as applicable for Commercial Banks.  
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48. SRs/PTCs which are not redeemed as at the end of the resolution period (i.e., 

five years or eight years as the case may be) shall be treated as loss asset in books 

of the lender and fully provided for.  

49. The valuation, classification and other norms applicable to investment in non-

SLR instruments prescribed by RBI from time to time shall be applicable to lender’s 

investment in debentures/ bonds/ SRs /PTCs issued by ARC. However, if any of the 

above instruments issued by ARC is limited to the actual realisation of the financial 

assets assigned to the instruments in the concerned scheme, the bank shall reckon 

the NAV obtained from ARC from time to time, for valuation of such investments.  

50. Where stressed loans are taken over by ARCs as agents for recovery in 

exchange for a fee, the loans will not be removed from the books of the transferors but 

realisations as and when received shall be credited to the loan accounts. The 

transferors shall continue making provisions for the loan in the normal course.  

D. Price Discovery through Swiss Challenge Method  

51. Subject to the requirements under Paragraph 29, the bank shall put in place a 

board approved policy on adoption of Swiss Challenge Method for transfer of their 

stressed loans.  

(1) The policy should specify the conditions under which bank(s) may opt for Swiss 

Challenge method, which could be based on parameters such as a tolerance limit for 

extent of haircut required by the lender(s) in the base-bid (as specified in Paragraph 

53), for instance, or any objective parameter identified by the bank(s)’ Board.  

(2) The policy should also specify the minimum mark-up over the base-bid required 

for the challenger bid (as specified in Paragraph 53) to be considered by the bank(s), 

which in any case, shall not be less than five per cent and shall not be more than 15 

per cent. For this purpose, mark-up shall be the difference between the challenger bid 

and the base-bid expressed as a percentage of the base-bid. 

52. On an ongoing basis, the bank should identify the stressed loans which will be 

offered for transfer and an authenticated list of such loans shall be maintained by the 

lenders. The list may, at the discretion of the lender, be disclosed to prospective bidder 

on entering into confidentiality agreement.  

53. The broad contours of the Swiss Challenge Method are as under:  
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(1) A prospective transferee interested in acquiring a specific stressed loan may 

offer a bid to the bank(s), which shall be termed as the base-bid.  

(2) The bank(s) shall then publicly call for counter bids from other perspective 

buyers, on comparable terms, by disclosing the essential elements of the base-bid and 

also clearly specifying the minimum mark-up (as specified in Paragraph 51) that would 

be acceptable.  

(3) If no counter bid crossed the minimum mark-up specified in the invitation, the 

base-bid becomes the winning bid.  

(4) If counter bid(s) cross the minimum mark-up specified in the invitation, the 

highest counter bid becomes the challenger bid. The prospective transferee who 

provided the base-bid is then invited to match the challenger bid. If the prospective 

transferee who provided the base-bid either matches the challenger bid or bids higher 

than the challenger bid, such bid shall become the winning bid; else, the challenger 

bid shall be the winning bid.  

(5) The bank(s) will then have the following two options:  

(i) Transfer the loan to winning bidder, as determined above;  

(ii) If the bank decides not to transfer the loan to winning bidder, the bank will be 

required to make immediate provision on the account to the extent of the higher 

of the following:  

(a) The discount on the book value quoted in the challenger bid, and  

(b) The provisioning required as per extant asset classification and 

provisioning norms.  

E. Disclosures and Reporting 

54. The banks should be guided by Reserve Bank of India (Rural Cooperative 

Banks– Financial Statements: Presentation and Disclosures) Directions, 2025 for all 

disclosure related requirements.  

55. Banks shall report each loan transfer transaction undertaken under these 

directions to a trade reporting platform as notified by the Reserve Bank. The detailed 

instructions in this regard will be issued separately. In anticipation of the same, bank 

shall maintain a database of loan transfer transactions with adequate MIS concerning 

https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-rural-co-operative-banks-financial-statements-presentation-and-disclosures-directions-2025-1
https://rbi.org.in/web/rbi/-/notifications/reserve-bank-of-india-rural-co-operative-banks-financial-statements-presentation-and-disclosures-directions-2025-1
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each transaction till the reporting platform is notified and the related instructions are 

issued.  
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Chapter V- Repeal and Other Provisions 

A. Repeal and saving 

56. With the issue of these Directions, the existing Directions, instructions, and 

guidelines relating to Transfer and Distribution of Credit Risk as applicable to Rural 

Co-operative Banks stands repealed, as communicated vide notification dated XX, 

2025. The Directions, instructions and guidelines repealed prior to the issuance of 

these directions shall continue to remain repealed. 

57. Notwithstanding such repeal, any action taken or purported to have been taken, 

or initiated under the repealed Directions, instructions, or guidelines shall continue to 

be governed by the provisions thereof. All approvals or acknowledgments granted 

under these repealed lists shall be deemed as governed by these Directions.  

B. Application of other laws not barred 

58. The provisions of these Directions shall be in addition to, and not in derogation of 

the provisions of any other laws, rules, regulations, or directions, for the time being in 

force. 

C. Interpretations 

59. For the purpose of giving effect to the provisions of these Directions or in order to 

remove any difficulties in the application or interpretation of the provisions of these 

Directions, the RBI may, if it considers necessary, issue necessary clarifications in 

respect of any matter covered herein and the interpretation of any provision of these 

Directions given by the RBI shall be final and binding.       
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