Guidelines for transfer of assets and liabilities of Urban Cooperative Banks to commercial banks
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February 24 , 2010

The Chief Executive Officer 
Primary (Urban) Cooperative Banks

Dear Sir / Madam

Guidelines for transfer of assets and liabilities of Urban Cooperative Banks to commercial banks 

Please refer to our circular PCB.Cir.43/09.16.900/08-09 dared January 30, 2009 on guidelines for merger / amalgamation of Urban Cooperative Banks (UCBs). The extant guidelines inter alia provide that in legacy cases, i.e. for UCBs having negative net worth as on March 31, 2007, the Reserve Bank may consider scheme of amalgamation that provides for payment to depositors under Section 16(2) of the Deposit Insurance and Credit Guarantee Corporation Act, 1961, financial contribution by the transferee bank and sacrifice by large depositors. It has since been decided that the Reserve Bank may also consider scheme of transfer of assets and liabilities (including branches) of UCBs to commercial banks with DICGC support in legacy cases, as an additional option for resolution of weak banks, where proposals for amalgamation within the UCB sector were not forthcoming. The scheme should ensure 100 per cent protection to depositors and DICGC support would be restricted to the amount provided under Section 16(2) of the DICGC Act, 1961. The UCB concerned should have negative net worth as on March 31, 2007 or earlier and continues to have negative net worth as on the date of transfer.
 
2. The guidelines for transfer of assets and liabilities of UCBs to commercial banks are given in Annex I. Further, guidelines for valuations of assets and liabilities of the transferor bank are detailed in Annex II. The incentives that may be provided to the transferee bank are listed in Annex III. 

3. The new guidelines may be placed before the Board of Directors of your bank for their information.

4. Please acknowledge receipt to the Regional Office of Reserve Bank.

Yours faithfully

(A.K. Khound)
Chief General Manager-in-Charge

