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BCSBI News
During the quarter there has been no change in the membership 
of Banking Codes and Standards Board of India (BCSBI) which 
continues to be at 130.

Awareness Activities

The BCSBI continued its ongoing efforts to increase awareness 
about the Codes and Standards developed by it and adopted by 
member banks amongst bank offi cials and customers.

Offi cials of BCSBI participated in Awareness Programmes 
organized by Bank of Baroda (BoB) at Faizabad (UP) and 
Ambedkar Nagar (UP) on 9th and 10th October 2014, respectively 
and by Canara Bank at Sheikhpura (near Patna) on 16th October 
2014. BCSBI offi cials also participated in some more Awareness 
Programmes organized by BoB on 17th November 2014 at Pune 
and Navsari (Gujarat) and on 24th November 2014 at Bardoli 
(Surat). In all the above Programmes, important customer rights 
contained in the Codes were highlighted followed by open 
house session for clarifying the queries raised by customers. A 
large number of customers participated in these Programmes.

BCSBI organized a “Customer Meet” at Hyderabad on 
31st October 2014 for Retail and MSE customers. The Meet 
aimed at increasing awareness of the customers about the 
Banks’ commitment as contained in the Codes. Shri A C 
Mahajan, Chairman, BCSBI, Banking Ombudsman for Andhra 
Pradesh and other senior bankers addressed the gathering of 
around 400 customers and offi cials of various banks having 
major presence in Hyderabad. 

Shri A C Mahajan, Chairman, BCSBI is seen delivering the inaugural address 
at the “Customer Meet” at Hyderabad while Dr. N Krishna Mohan, Banking 
Ombudsman for AP and Telengana (extreme right) and a senior offi cial from State 
Bank of Hyderabad look on.

A cross section of the audience at the Customer Meet at Hyderabad.

BCSBI also organized another “Customer Meet” at Kochi on 
18th December 2014. Shri A C Mahajan, Chairman and Shri N 
Raja, CEO of BCSBI highlighted the salient features of the 
Codes and responded to various issues raised by the customers. 
More than 300 customers and offi cials from 32 banks situated in 
and around Kochi participated in the Meet. The interactions with 
customers were meaningful and fruitful.

Shri A C Mahajan, Chairman, BCSBI is seen addressing the gathering at the 
Customer Meet held at Kochi.

A cross section of the gathering at Kochi.

More recently, the CEO, BCSBI addressed the participants of 
an Awareness Programme organized by BoB at Bangalore on 
16th December 2014.

Shri N Raja, CEO, BCSBI is seen addressing a gathering of customers at Bangalore

BCSBI provided faculty support to the Indian Institute of Banking 
and Finance on the subject of “Compliance with Customer 
Service Regulations and Guidelines” in their programme 
“Certifi ed Banking Compliance Course” on 8th, 10th and 14th 
October 2014.
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easy way to have any valid grievances redressed. The provider 
should also facilitate the redress of grievances stemming from 
its sale of third party products. The fi nancial services provider 
must communicate its policy for compensating mistakes, lapses 
in conduct, as well as non-performance or delays in performance, 
whether caused by the provider or otherwise. The policy must 
lay out the rights and duties of the customer when such events 
occur.

Subsequently, on 3rd December 2014, RBI released the Charter 
of Customer Rights. All banks are expected to prepare their own 
Board approved Policy incorporating the above basic rights. In 
the meantime, RBI had asked Banking Codes and Standards 
Board of India and Indian Banks’ Association to bring out a draft 
Model Policy on Customer Rights. Accordingly, a draft Policy 
has been prepared and given to RBI. The Policies of banks, if 
needed, would have to be suitably dovetailed with the “Model 
Customer Rights Policy” formulated by BCSBI/ IBA.

EXEMPLARY CASES

 The complainant had opened a savings bank account in 
March 2009. There was a credit balance of around `4 lakh in 
the account. When the complainant sought to withdraw some 
cash from the account in June 2009, the bank offi cials informed 
that there was hardly any balance left in the account. The matter 
was reported to the police, but no one was arrested.

On collecting the statement of account, the complainant 
discovered that almost the entire amount lying in the account 
had been withdrawn on several dates between April 2009 and 
June 2009. The bank claimed that an ATM-cum-Debit Card was 
issued to the complainant and was collected by the authorised 
representative, whereas the ATM PIN had been mailed by the 
bank. The complainant maintained that neither the ATM Card 
was collected by his representative from the branch nor authority 
was given to anyone to collect the card. The complainant had 
also denied receipt of the ATM PIN alleged to have been mailed 
by the bank.

The complainant fi led a complaint before the District Forum 
seeking a direction to the bank to credit the account with the 
amount alleged to have been withdrawn from the account along 
with compensation amounting to `2.5 lakh.

The bank defended itself on the ground that the complainant 
and the authorised representative had withdrawn the amount 
from the account through ATM-cum-Debit Card between April 
2009 and June 2009 leaving only a negligible amount in the 
account.

The District Forum directed the bank to credit the amount in 
question to the account of the complainant and also pay interest 
at the rate of 9% per annum along with compensation amounting 
to `50,000/-.

The bank challenged this order before the State Commission by 
way of an appeal. The complainant also appealed for 
enhancement of compensation. The bank was ordered by the 
Commission to credit the amount to the complainant’s account 
but the Commission set aside the compensation of `50,000/-.

Charter of Customer Rights

Reserve Bank of India (RBI) as the Central Bank of the country, 
is proactively engaged in initiatives to further strengthen the 
interests of the bank customers. In the First bi-monthly Monetary 
Policy Statement of 2014-15 announced by RBI in April 2014, 
the RBI Governor, Dr. Raghuram G Rajan stated that “Consumer 
protection is an integral aspect of fi nancial inclusion. Reserve 
Bank proposes to frame comprehensive consumer protection 
regulations based on domestic experience and global best 
practices.”

In accordance with this announcement, a draft Charter of 
Customer Rights comprising fi ve basic customer rights was 
placed on the RBI website (www.rbi.org.in) on 22nd August 2014 
for public comments. The Charter spelt out the rights of the 
customer and also the responsibilities of the fi nancial service 
provider.

The draft Charter of Customer Rights enshrines broad, 
overarching principles for protection of bank customers and 
enunciates the ‘fi ve’ basic rights of bank customers. These are:

1. Right to Fair Treatment :

Both the customer and the fi nancial services provider have a 
right to be treated with courtesy. The customer should not be 
unfairly discriminated against on grounds such as gender, age, 
religion, caste and physical ability when offering and delivering 
fi nancial products.

2. Right to Transparency, Fair and Honest Dealing :

The fi nancial services provider should make every effort to 
ensure that the contracts or agreements it frames are 
transparent, easily understood by and well communicated to, 
the common person. The product’s price, the associated risks, 
the customer’s responsibilities and the terms and conditions 
that govern use over the product’s life cycle, should be clearly 
disclosed. The customer should not be subject to unfair business 
or marketing practices, coercive contractual terms or misleading 
representations. Over the course of their relationship, the 
fi nancial services provider cannot threaten the customer with 
physical harm, exert undue infl uence, or engage in blatant 
harassment.

3. Right to Suitability :

The products offered should be appropriate to the needs of the 
customer and based on an assessment of the customer’s 
fi nancial circumstances and understanding.

4. Right to Privacy :

 Customers’ personal information should be kept confi dential 
unless they have offered specifi c consent to the fi nancial 
services provider or such information is required to be provided 
under the law or it is provided for a mandated business purpose 
(for example, to credit information companies). The customer 
should be informed upfront about likely mandated business 
purposes. Customers have the right to protection from all kinds 
of communications, electronic or otherwise, which infringe upon 
their privacy.

5. Right to Grievance Redress and Compensation :

The customer has a right to hold the fi nancial services provider 
accountable for the products offered and to have a clear and 
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The bank fi led a revision petition in the National Commission, 
which observed that the crux of the dispute was ‘whether the 
ATM card had been received by the complainant or any 
authorised representative’.

The bank had admittedly not handed over the card to the 
complainant but could neither produce any letter from the 
complainant authorising someone to collect the card nor could 
the bank produce any acknowledgement to show that the 
complainant had received the card. The bank could not even 
produce the acknowledgement for receipt of the PIN which it 
claimed had been mailed to the complainant.

The National Commission concluded that the ATM card had 
been delivered by the bank to some unauthorised person, which 
constituted a defi ciency in service.

The Commission indicted the bank for having permitted the 
fraud to take place due to its own negligence on two counts. 
First, by handing over the card to an unknown person whose 
identity could not be established. Second, there was no proof, 
whatsoever, of the PIN having been delivered to any person at 
all. Accordingly, the bank’s revision petition was dismissed.

{Source: National Consumer Disputes Redressal Commission; 
http://www.ncdrc.nic.in}

 The complainants availed home loan of around `13 lakh from 
a Bank for purchase of a fl at. The loan was sanctioned in 
November 2005 and it carried interest @ 7.25% per annum. 
According to the complainants, the Bank later confi rmed that 
with effect from April 2006, the loan would carry interest @ 
7.75% per annum.

An additional loan of ̀ 3 lakh was sanctioned to the complainants 
in October 2006 which carried interest @ 8.75% per annum, as 
per the complainants.

During the pre-EMI period, the Bank charged interest at 9.5% 
per annum. Subsequently, interest at 11.25% per annum was 
charged for the period April 1, 2007 to March 31, 2008. As the 
Bank had charged interest beyond the agreed rate, the 
complainants fi led a complaint before the concerned District 
Forum, alleging defi ciency in the service provided to them by 
the Bank.

The Bank defended itself on the ground that the loan was 
sanctioned on the fl oating rate of interest, which at the time of 
sanction was 8.75% per annum and could be enhanced as per 
the guidelines issued by the Reserve Bank of India and in 
accordance with the agreement between the parties.

The District Forum directed the Bank to charge interest from the 
complainant at the agreed rate. It also directed the Bank that 
the enhanced rate of interest should not be more than the rate 
at which loan is advanced to the new borrowers. Additionally, 
the Bank was also directed to pay ̀ 10,000/- as compensation to 
the complainant, along with interest @ 12% per annum.

The Bank preferred an appeal before the State Commission 
which permitted the Bank to vary the rate of interest only as per 
the variation allowed by the Reserve Bank of India from time to 
time, granting the complainant benefi t of minus 1.5% of the 
Floating Reference Rate (FRR). The order for payment of 
compensation and costs was upheld.

The Bank approached the National Commission for revision, 
which considered the clauses and terms and conditions of the 
Agreement. The Commission observed that interest was 
payable at 1.5% below the FRR prevailing on the date of fi nal 
loan disbursement. Since the FRR on November 30, 2006, 
when the loan amount was disbursed, was 10.25%, the interest 
chargeable was 8.75%.

The Bank attempted to argue that it would be entitled to vary 
and charge a higher interest rate if the FRR increased. The 
Commission maintained that it was a settled legal proposition 
that while interpreting various clauses in an agreement, a court 
must attempt to give effect to all the clauses so that no clause is 
defeated or rendered redundant. If the bank’s interpretation is 
accepted, it would be contrary to the clause which stipulates 
that the applicable FRR rate would be the one prevalent on the 
date of fi nal disbursement of the loan.

Accordingly, the Commission rejected the Bank’s contention 
and held that regardless of any subsequent fl uctuation, i.e. 
either increase or decrease in the FRR, the applicable rate 
would be pegged at 8.75%, which would be 1.5% lower than the 
FRR of 10.25% existing on November 30, 2006, the date on 
which the fi nal loan was disbursed. Since the Bank had charged 
interest in excess of 8.75%, it was held guilty of negligence and 
service defi ciency.

The National Commission dismissed the Bank’s Revision 
Petition and held that the order passed by the State Commission 
did not call for any interference.

{Source: National Consumer Disputes Redressal Commission; 
http://www.ncdrc.nic.in}

DID YOU KNOW?

I. Guidelines for levy of penal charges for non-maintenance 
of minimum balance:

RBI has been advising banks to inform customers, regarding 
the requirement of minimum balance in savings bank account 
and levy of penal charges for non-maintenance of the same at 
the time of opening the account. In this connection, one of the 
proposals contained in the First Bi-monthly Monetary Policy 
Statement, 2014-15 announced in April 1, 2014, was that banks 
should not take undue advantage of customer diffi culty or 
inattention. Instead of levying penal charges for non-
maintenance of minimum balance in ordinary savings bank 
accounts, banks should limit services available on such 
accounts to those available to Basic Savings Bank Deposit 
Accounts and restore the services when the balances improve 
to the minimum level. The Damodaran Committee on customer 
services has also recommended that ‘banks should inform the 
customer immediately on the balance in the account breaching 
minimum balance and the applicable penal charges for not 
maintaining the balance by SMS/ email/ letter. Further, the 
penal charges levied should be in proportion to the shortfall 
observed’.

Consequent to the above as also taking into account the 
recommendations of the Damodaran Committee, while levying 
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charges for non-maintenance of minimum balance in savings 
bank account, banks are required to adhere to the following 
additional guidelines:

a. In the event of a default in maintenance of minimum balance 
as agreed between the bank and customer, the bank should 
notify the customer clearly by SMS/ email/ letter etc. that in 
the event of the minimum balance not being restored in the 
account within a month from the date of notice, penal 
charges will be applicable.

b. In case the minimum balance is not restored within a 
reasonable period, which shall not be less than one month 
from the date of notice of shortfall, penal charges may be 
recovered under intimation to the account holder.

c. The policy on penal charges to be levied may be decided 
with the approval of Board of the bank.

d. The penal charges should be directly proportionate to the 
extent of shortfall observed. In other words, the charges 
should be a fi xed percentage levied on the amount of 
difference between the actual balance maintained and the 
minimum balance as agreed upon at the time of opening of 
account. A suitable slab structure for recovery of charges 
may be fi nalized.

e. It should be ensured that such penal charges are reasonable 
and not out of line with the average cost of providing the 
services.

f. It should be ensured that the balance in the savings account 
does not turn into negative balance solely on account of 
levy of charges for non-maintenance of minimum balance.

II. Mobile Banking Transactions: 

As banks have started offering mobile banking services at 
different points of time, there are differences in procedures 
adopted by banks for registering customers for mobile banking 
as well as in the channels of delivery and authentication process. 
Lack of awareness as well as standardization of procedures at 
banks has added to the problem of slow pick-up of mobile 
banking services. Banks have therefore, been advised by RBI 
to undertake customer education and awareness programme in 
multiple languages through different channels of communication 
viz. ATMs, Self-Service Kiosks, Internet Banking Website, SMS, 
emails, etc. to popularize their process of mobile banking 
registration/ activation and its usage, etc.

III. Reserve Bank Cautions against Fraudsters: 

Reserve Bank of India (RBI) has issued an alert to the public 
cautioning them against the latest fraud perpetrated in its name 
– a credit card issued by fraudsters in the name of Reserve 
Bank.

Warning against such efforts, RBI has reiterated that as India’s 
central bank, it does not carry out any business with an 

individual, whether through savings bank account, current bank 
account, credit card, debit card, online banking services or 
receiving and holding funds in foreign exchange or any other 
form of banking services.

RBI has listed out the other kind of prevalent frauds, such as:

a. Fictitious offers of large sum of money/ lottery winnings by 
email or through phone calls by posing as RBI offi cial.

b. Fake Reserve Bank website for online transactions.

c. Luring members of public to secure their bank accounts 
against such frauds by asking them to share the bank 
account details, including user id/ password, through an 
email or by clicking on a link given in email.

d. Offer of employment in RBI through email.

In such cases, it is advisable to register the complaints with the 
local law enforcement agencies. Reserve Bank of India has 
given a list of such nodal agencies with whom the public can 
register complaints in its Press Release dated January 10, 
2012.

IV. Digital Life Certifi cates for Pensioners:

As per the present scheme for payment of government pension, 
pensioners are required to furnish a life certifi cate in November 
every year to the bank concerned for continued receipt of 
pension without interruption. In order to alleviate the hardship 
caused to pensioners, the Government of India has since 
launched “Jeevan Pramaan”, a digital life certifi cate based on 
Aadhaar Biometric Authentication, aimed at further simplifying 
the process of submission of life certifi cate and facilitating 
accuracy and timeliness in disbursal of pensions. In order to 
facilitate implementation of Jeevan Pramaan, a web portal 
(jeevanpramaan.gov.in) has been launched by the Hon’ble 
Prime Minister on November 10, 2014.

V. Withdrawal of Old Series of Bank Notes:

Reserve Bank of India (RBI) has urged the public to deposit the 
Pre-2005 old design Currency Notes in their bank accounts or 
exchange them at a bank branch convenient to them. RBI has 
stated that the public can do so till June 30, 2015. Earlier, in 
March 2014, it had set the last date for public to exchange these 
notes as January 01, 2015. RBI has further stated that the notes 
can be exchanged for their full value. It has also clarifi ed that all 
such notes continue to remain legal tender.

Would you like to share any information/experience connected with 
customer service? If so, please feel free to write to us at C-7, RBI Building, 
Bandra-Kurla Complex, Mumbai-400051 or mail us at ceo.bcsbi@rbi.org.in


