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BCSBI News

With the admission of Jharkhand Gramin Bank as 
member of the BCSBI, the number of member Regional 
Rural Banks (RRBs) stands at 47 and the total number of 
member banks of BCSBI at 127.

Dr. K C Chakrabarty, Deputy Governor, RBI addressing the participants at the 
PCCOs’ Conference. Also seen in the photograph (L to R) Smt. Suma Varma, 
Chief General Manager, RBI; Smt. Meena Hemchandra, Principal, College of 
Agricultural Banking; S/Shri A C Mahajan, Chairman, BCSBI; N Raja, CEO; C 
Krishnan and M M Chitale, members of the Governing Council

The Annual Conference of Principal Code Compliance 
Of� cers (PCCOs) of member scheduled commercial 
banks and urban co-operative banks was held at the 
College of Agricultural Banking, Pune on April 29, 
2013. The Conference was inaugurated by Dr. K C 
Chakrabarty, Deputy Governor, Reserve Bank of India.

Dr. Chakrabarty, in his inaugural address, emphasized the 
need for fair treatment of customers. He said that issues 
like low levels of literacy and large scale information 
asymmetry needed to be addressed to ensure consumer 
protection. He drew attention to the principles of ‘Treating 
Customers Fairly’ (TCF) which would bene� t customers 
and increase their con� dence in the banking industry. 
These are -

�� helping customers fully understand the features, 
bene� ts, risks and costs of the � nancial products 
they buy;

�� minimising the sale of unsuitable products by 
encouraging best practices before, during and after 
a sale;

�� transparent and non-discriminatory pricing.

Dr. Chakrabarty said that banks should endeavour to 
develop a culture that enshrines the values of ‘TCF’ and 

to ensure that operations are conducted in a transparent 
and non-discriminatory manner.

The Chairman, BCSBI and members of the Governing 
Council present at the Conference later interacted with 
the participants and issues regarding the implementation 
of the Codes were discussed.

BCSBI continued its efforts to spread awareness of the 
Codes amongst bank of� cials and customers -

BCSBI organised a Customer Meet at Pune on April 29, 
2013. Chairman and other Members of the Governing 
Council, CEO, BCSBI and senior of� cials of the Customer 
Service Department of the Reserve Bank of India 
interacted with customers of various banks to understand 
the problems faced by them. The functions of BCSBI and 
the Codes were explained to the participants and they 
were urged to become aware of their rights so that they 
are assured of fair treatment by banks.

At the Customer Meet at Pune (L to R) Shri D G Kale, General Manager, 
RBI; Smt. Suma Varma, Chief General Manager, RBI; Shri A C Mahajan, 
Chairman, BCSBI; Shri N Raja, CEO; Shri C Krishnan and Shri M M Chitale, 
members of the Governing Council.

Chairman, BCSBI addressed the participants at seminars 
on Customer Service and Banking Codes and Standards 
organised by the Indian Institute of Banking & Finance at 
Lucknow and New Delhi.

Shri A C Mahajan, Chairman, BCSBI addressing the participants at the 
seminar organised by IIBF in Lucknow
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He also delivered an address on ‘Customer Service as a 
Business Philosophy’ at a seminar for Chief Customer 
Service Of� cers of banks organised by the Centre for 
Advanced Financial Research and Learning (CAFRAL). 
CEO, BCSBI participated in the panel discussion on 
‘Customer Protection: Issues and Way Forward’ at 
the seminar.

CEO, BCSBI participated in the seminar on ‘Customer 
Protection’ organised by the Reserve Bank of India 
in collaboration with Banque de Paris at the College of 
Agricultural Banking, Pune. He spoke on ‘Customer 
Rights and Duties’.

Shri N Raja, CEO (seated extreme left) at the Panel Discussion on 
Customer Protection. Smt. Deepali Pant Joshi, Executive Director, RBI 
is seated third from left

The Rural Planning and Credit Department of the 
Mumbai Regional Of� ce of the Reserve Bank of India 
organised a Town Hall Meeting with SME entrepreneurs 
at Malegaon, Nasik. A senior of� cial of BCSBI addressed 
the participants on the Code of Bank’s Commitment to 
Micro and Small Enterprises.

The Banking Ombudsman, New Delhi conducted a 
workshop for branch of� cials of various banks. A senior 
of� cial of BCSBI addressed the participants of the 
workshop emphasizing the need to implement the Codes 
to ensure fair treatment of customers.

BCSBI participated in customer awareness programmes 
conducted by Banking Ombudsmen in association with 
banks at Muzaffarpur in Bihar; Madgaon in Goa; Jamnagar 
in Gujarat; Rewari in Haryana; Dharamshala in Himachal 
Pradesh; Belgaum and Mangalore in Karnataka; Indore 
in Madhya Pradesh; Aizwal in Mizoram; Jodhpur in 
Rajasthan; Nagercoil and Perambalur in Tamil Nadu.

Central Bank of India, Mumbai Regional Of� ce organised 
‘BCSBI Day’ at their training centre in Mumbai on May 
15, 2013. Branch Managers and customers participated 
in the meet. A senior of� cial of BCSBI spoke on the 
importance of customer service and the role of the BCSBI 

and the Codes in enhancing the level of customer service 
rendered by banks.

SERVICE CHARGES
Banking being a service industry, every transaction 
undertaken by customers involves a cost on the part 
of the bank. Banks recover costs and expenses arising 
in connection with the accounts maintained with them, 
in the form of service charges. Service charges are 
levied by banks from time to time as per their Board 
approved policy. However, when charges are debited to 
customers’ accounts or recovered, quite often customer 
dissatisfaction arises.

During the period 1994-1999, Indian Banks’ Association 
(IBA) prescribed benchmark service charges for all 
services rendered by banks. Banks were expected to 
price their services in line with the rates prescribed by IBA.

The Reserve Bank of India (RBI) reviewed this practice 
in 1999. It was observed that the prevailing practice 
of rates being prescribed by IBA was consistent with 
the past regime of administered interest rates but was 
not consistent with deregulation and competition. 
RBI, therefore, decided that the practice of IBA � xing 
the benchmark service charges on behalf of member 
banks be dispensed with and individual banks be given 
complete freedom to � x charges for services rendered by 
them. The decision was arrived at based on the rationale 
that competition would force banks to price their services 
competitively thereby ensuring that the customer would 
obtain ef� cient services at a fair price. While allowing 
banks to � x their charges, they were advised to ensure 
that the charges are reasonable and not out of line with 
the average cost of providing services.

In the initial period of liberalization, public sector banks 
continued to price their services as per the IBA benchmark 
rates, with some adjustment for in� ation. In contrast, the 
private and foreign banks priced their services higher 
as they adopted technology intensive operations. Public 
sector banks soon commenced adopting technology and 
increased their charges too.

In order to ensure fair practices in banking services, 
Reserve Bank constituted a Working Group to formulate 
a scheme for ensuring reasonableness of bank charges. 
The Group observed that pricing methodology adopted by 
banks was quite opaque. Information gathered showed 
that banks normally � x their service charges and revise 
them from time to time based on competition and revenue 
opportunity and not strictly on the basis of the cost of the 
service.

The Group emphasized that there must be total 
transparency regarding service charges and there must 
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be no hidden charges applicable. Some banks declare 
many services as free of charge, and given along with 
the account, as a product (bundled product). In reality 
these services are not free. The cost of these services 
is recovered through the high minimum balance the 
customer is required to maintain.

Based on the recommendations of the Working Group, 
RBI advised banks to consider the following 
principles when determining service charges –

��For basic services to individuals, banks should levy 
charges at rates that are lower than the rates applied 
when the same services are given to non-individuals.

��For basic services rendered to special category 
of individuals (such as individuals in rural areas, 
pensioners and senior citizens), banks should levy 
charges on more liberal terms than the terms on 
which the charges are levied to other individuals.

��For basic services rendered to individuals, banks 
should levy charges only if the charges are just and 
supported by reason.

��For basic services to individuals, banks should 
levy service charges ad-valorem only to cover any 
incremental cost and subject to a cap.

Banks were also advised to -

��provide to the individual customers upfront and in a 
timely manner, complete information on the charges 
applicable to all basic services.

��provide advance information to the individual 
customers about the proposed changes in the service 
charges.

�� to collect for services given to individuals only such 
charges which have been noti� ed to the customer.

�� inform the customers in an appropriate manner 
recovery of service charges from the account.

It was evident that the solution for high cost of services 
did not lie in returning to ‘administered regime’ but by 
ensuring a fair deal to the customer, which is the principal 
commitment to customers by banks in the present Codes.

In terms of the following provisions in the Code of 
Bank’s Commitment to Customers, 2009, banks are 
committed to ensure that all fees and charges connected 
to a service or product are made known upfront to the 
customer.

“3.4.1 Fees & Charges

a. We will display in our branches a notice about the 
Tariff Schedule and that you can ask to see this free 
of cost.

b. We will give you details in our Tariff Schedule of any 
charges applicable to the products and services 
chosen by you.

c. We will also provide you information about the 
penalties leviable in case of non-observance/
violation of any of the terms and conditions governing 
the product/ services chosen by you.

3.4.2 Changes in Fees & Charges

If we increase any of these charges or introduce a new 
charge, it will be noti� ed one month prior to the revised 
charges being levied / becoming effective”.

As part of its Code Monitoring Studies, BCSBI undertook 
a comparative study of charges relating to certain 
basic services relating to retail services / transactions – 
maintenance of minimum balance and payment of penalty 
for non-maintenance thereof; account closure charges 
and charges for issue and cancellation of Demand Drafts.

Based on the � ndings, banks were advised to have a 
relook at their schedule of charges and to ensure that 
their Tariff Schedules are clear, leaving no scope for 
misinterpretation. The banks have responded positively 
to BCSBI’s communication. Some of them agreed to 
have a relook at their charges, e.g. charges for issue of 
DDs to students and for cancellation of small value DDs.

Further, to ensure that bank customers are treated fairly 
and reasonably and without any discrimination, RBI has –

��mandated that charges for similar services at home 
and non-home branches should be the same;

��mandated the maximum amount chargeable for 
clearing of outstation cheques, cheques cleared 
through Speed Clearing, remittance services like 
NEFT and RTGS;

��disallowed the levy of foreclosure / pre-payment 
penalty on home loans taken on � oating rate basis;

��disallowed the levy of charges for return of cheques 
in cases where the customer is not at fault.

In the context of giving functional autonomy to banks, 
operational freedom has been given to banks on all 
matters pertaining to service charges. However, banks 
are required to be fair and reasonable while levying these 
charges. All charges levied by banks are required to be 
approved by their respective Boards and hence expected 
to be fair and reasonable. BCSBI through its Codes 
emphasises the need for transparency in all dealings with 
customers. Banks should ensure that all fees and charges 
are made known to the person desirous of availing a 
service as it would help him / her take informed decisions.
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EXEMPLARY CASES

��XYZ, after the death of her husband, approached Bank 
A to operate the locker she claimed had been opened by 
her husband jointly with her. However, the bank refused 
and asked her to submit a Succession Certi� cate from a 
Competent Court to support her claim. Dissatis� ed with 
the bank’s response, XYZ approached the Consumer 
Forum alleging de� ciency of service on the part of the 
bank. The bank submitted that though the application 
had the names of both XYZ and her late husband, she 
had not af� xed her signature in the application form. No 
specimen signatures had been submitted by the claimant 
to the bank at any time. She had never operated the 
locker independently or with her husband during his life 
time. Further another woman had laid stake to the locker, 
claiming to be the wife of the deceased. XYZ opposed the 
stand of the bank and submitted that she had recorded 
her signatures on a separate sheet of paper which the 
bank had misplaced or had chosen not to put on record. 
She also refuted the claim of the bank that she had not 
operated the locker. However, in the absence of any 
evidence to support her averments and the fact that there 
was another person staking claim for the same locker, 
the Forum ruled that the bank, in its own interest, was 
justi� ed in asking for a Succession Certi� cate from both 
the parties claiming to be the rightful legal heir.

��ABC, a credit card holder lost his credit card at 
Bangalore and reported the loss to the bank on the same 
day with a request to block the card. However, his credit 
card statement showed that a transaction for Rs.26,000/- 
was undertaken using his lost card. He took up the matter 
with the bank. The bank stated that the said transaction 
had taken place between the time the card holder had 
lost the card and the time he had reported the loss of the 
card to the bank and he was, therefore, liable to make 
the payment. The card holder contested the bank’s stand 
and approached the Consumer Forum for redressal. The 
Forum observed that the said transaction was undertaken 
at Delhi while the card holder, a resident of Bangalore had 
lost the card in Bangalore and intimation of loss was given 
to the bank at Bangalore. Further, the transaction was 
undertaken on the day after the card was reported lost. It 
was, therefore, evident that the bank had not acted on the 
card holder’s request to block the card immediately. The 
bank also failed to produce the relevant transaction slip. 
The Forum, then, ruled that the card holder could not be 
held liable for the transaction that took place on the day 
after he had reported loss of his card and directed the 
bank to reverse the charges as also compensate the card 
holder for the inconvenience suffered by him.

DID YOU KNOW?

�� Banks can levy cheque return charges only in cases 
where the customer is at fault and is responsible for 
such returns.

�� Cheques that need to be re-presented without 
any recourse to the payee, should be made in the 
immediate next presentation clearing not later than 
24 hours with due noti� cation to the customer of such 
re-presentation through SMS alert, e-mail etc.

�� Banks are required to acknowledge the receipt of 
Form 15 G/ 15H submitted by the account holder.

READERS’ VOICE

 I was told that I could use ‘Standing Instructions’ 
for payment of my bills. What are standing 
instructions?

 A standing instruction is a mandate to banks by which 
you can instruct them to effect periodic fund transfer of 
preset amounts from your account to a designated 
bene� ciary’s account.

You can issue Standing Instructions for repaying a loan 
by debit of your account with the amount of installments 
at speci� c intervals, effect payment of utility bills; make 
payment of safe deposit rentals, pay installments of your 
Recurring Deposit account, etc.

 What are the precautions I need to take when I 
register standing instructions?

 You must:
�� ensure that you have suf� cient balance in your 

account to execute the instructions.
�� ensure that the bene� ciary’s name and account 

number are correct and valid.
�� ensure that your mobile number is registered with 

your bank so that you receive the necessary alerts.
FORM IV
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