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 BCSBI NEWS

Since the last issue of Customer Matters, Pragathi 
Gramin Bank joined the BCSBI fold, taking the total 
number of member banks to 134.

Banking Codes and Standards Board of India (BCSBI) 
continued its efforts to increase awareness of customers 
and bank officials about the provisions of the Codes 
by making presentations in Town Hall Meetings and 
Customer Awareness Programmes and conducting 
Workshops for the newly inducted members. A brief 
account of the above is given below:

Town Hall Meetings and Awareness Programmes 
organised by Banking Ombudsmen
The various Banking Ombudsmen offices have been 
conducting Town Hall meetings in Tier 2 and Tier 3 
centres in their jurisdiction. Apart from the concerned 
Banking Ombudsmen, senior officials from Customer 
Service Department of Reserve Bank of India and 
senior officials of leading banks in the area also 
participate in these meetings. BCSBI has been actively 
participating in these meetings. 

• The Chief Executive Officer participated in a Town 
Hall Meeting organized by Banking Ombudsman 
at Tirupati. Other senior officials of BCSBI also 
participated in such Town Hall Meetings / Customer 
Awareness Programmes in the following places 
during the period under review.

 Ranchi, Jharkhand

 Melaghar, Tripura 

 Bhubaneswar, Odisha

 Madurai, Tamil Nadu

 Sonepat, Haryana

 Gwalior, Madhya Pradesh

 Madhuranthakam, Kancheepuram District, 
Tamil Nadu

 Satara, Maharashtra

 Chandigarh 

In these meetings, the senior executives exhorted 
the customers and officials of the bank to be aware 

of customer rights and implement sincerely the 
provisions of the Codes, which have been in existence 
for some years. Grass-root level implementation of 
the commitments of banks to their customers will only 
enhance customer satisfaction.

Chief Executive Officer, BCSBI addressing customers at the Town Hall 
Meeting organized by Banking Ombudsman, Hyderabad at Thirupati.

Customer Awareness Programmes organized by 
Member Banks
• The Chairman and the Chief Executive Officer of 

BCSBI participated in an Awareness Programme 
organized by State Bank of Mysore at Bengaluru. 
The Chief Executive Officer also participated in a 
Programme organized by State Bank of Patiala at 
Chandigarh. In both these programmes, the Top 
Management of the concerned banks including their 
Managing Directors participated. In these meetings 
also, the need to understand and implement the 
provisions of the Codes was emphasised.

Chairman, BCSBI addressing officials and customers of State Bank of 
Mysore at Bengaluru. Also present at the dias are CEO, BCSBI and 
MD, SBM.
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• Other officials of BCSBI participated in Customer 
Awareness Meetings organized by-

 Syndicate Bank at Bengaluru

 State Bank of Travancore at   
Thiruvananthapuram

 Bank of Baroda at Lucknow.

Workshops organized by Member Banks
Workshops were organized by Regional Rural Banks, 
who had recently become Members of BCSBI. BCSBI 
officials participated in these workshops and guided 
the members on how to implement the commitments 
as contained in the Codes:

 Malwa Gramin Bank

 Mewar Aanchalik Gramin Bank

 Uttaranchal Gramin Bank

 Vidharbha Kshetriya Gramin Bank

Shri P.B. Vaze, Senior Vice President (BCSBI) addressing the 
participants in a Workshop organized by Mewar Aanchalik Gramin 
Bank

BCSBI official also participated in the Workshop on the 
Codes organized by Ratnakar Bank Ltd.

A senior official also conducted a session on “Banks’ 
responsibilities towards retail depositors / borrowers” 
for participants at a training programme on ‘Retail 
Lending Strategies‘ conducted by the National Institute 
of Bank Management at Pune.

BCSBI meets top management of select banks
The Governing Council of BCSBI held meetings 
individually with top management of sixteen select banks 
regarding measures to strengthen implementation of 
Codes. 

CODE OF BANK’S COMMITMENT TO MICRO  
AND SMALL ENTERPRISES (MSE CODE)

The Code of Bank’s Commitment to Micro and Small 
Enterprises (MSE Code) released on May 31, 2008 
was reviewed keeping in view the need to bring about 
an enhancement in the minimum standards of banking 
practices / services relating to MSEs, a sector which 
plays a very important role in the economy.

Suggestions received from the Reserve Bank of India, 
Indian Banks’ Association, member banks, industry 
associations, etc were considered during the process 
of review. A Core Group chaired by the Chief Executive 
Officer of BCSBI with representatives from RBI, IBA 
and member banks was constituted to deliberate on 
issues that needed to be included in the revised MSE 
Code. All suggestions received were also examined 
by the Core Group and the revised MSE Code was 
formulated and approved by the Governing Council of 
the BCSBI. The revised MSE Code has been circulated 
to all member banks for implementation.

What are the features in the revised MSE Code that 
enhance services offered to the MSE Sector?
Banks are committed to - 
• Display their policies on ‘Lending to the Micro and 

Small Enterprises’ and ‘Rehabilitation of Micro and 
Small Enterprises’ on their websites as also make 
them available at branches.

• Explain the features of subsidy schemes and any 
requirement needed to be fulfilled where a loan is 
eligible to be covered under any such scheme in 
force.

• Advise the MSE borrower about the functioning of 
the Central Registry and the fact of availability of 
their records for search by any lender or any other 
person desirous of dealing with the property.

Chairman, CEO and other Members of Governing Council interacting 
with CMD, ED and other top officials of UCO Bank at Kolkatta
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bank under which a credit card holder could pass on 
his liability for payment of insurance premium to the 
bank, which would make the payment of the premium 
and the card holder would be entitled to a period of 
45 days of credit for clearing the dues to the bank. X 
informed the bank that he had an insurance policy, for 
which premium of `2320/- per quarter was to be paid. 
However, when he received his credit card bill from the 
bank he noticed that the bank had charged an amount 
of `4750/- on account of payment of quarterly premium 
towards the insurance policy. X brought to the notice 
of the bank the unauthorized additional amount and 
cleared the bill after deducting the over-payment. He 
further requested the bank to discontinue the facility he 
had opted for. However, the bank did not reverse the 
additional payment and continued to charge interest and 
late fees. Despite repeatedly approaching the bank for 
rectification of the error as also issuing a legal notice, 
the bank did not change its stand and X was asked 
either to pay the amount or face the consequences. 
Finally, the bank issued a notice to exercise their right 
of lien and set off the amount available in his savings 
bank account against the dues. 
X approached the Consumer Forum for redressal of 
his grievance. The bank was called upon to place 
on record the bills/demands raised by the insurance 
company with regard to the payment made. Despite 
repeated opportunities, the bank did not produce proof 
of the demand made by the insurance company and 
payment made towards premium to the insurance 
company. While no one can object to the right of the 
bank of its lien and its power to set off, in the present 
case the bank had arbitrarily exercised that power 
without having been able to establish that it had only 
acted as per the demands received from the insurance 
company on behalf of the complainant. The Forum 
concluded that the bank was deficient in its service. The 
bank was required to recredit the disputed amount and 
reverse the charges levied on the disputed amount. In 
addition, the bank was required to pay compensation 
to X for harassment caused to him for being forced to 
resort to multiple litigation.

CASE 2
 Some customers of a bank had not paid the rent 

for safe deposit lockers held in their names. The bank 
hence brought out an advertisement in newspapers for 
breaking open the lockers in respect of which despite 
repeated reminders, the hirers of the lockers had 
failed to make payment of the locker rent. The locker 
number of one of the account holders, Mr. X who had 
paid rent for the locker, as required, inadvertently found 
mention in the advertisement. All the lockers listed in 

• Give the MSE customer the Most Important Terms 
and Conditions (MITC) governing the loan / credit 
facility approved by them and which may be availed 
by the MSE.

• Dispose of the loan application of the MSE for a 
credit limit or enhancement in existing credit limit 
up to ` 5 lakh within two weeks; for credit limit 
above ` 5 lakh and up to ` 25 lakh within 4 weeks 
and for credit limit above ` 25 lakh within 8 weeks 
from the date of receipt, provided the application 
is complete in all respects and is accompanied by 
documents as per ‘check list’ provided.

• Not insist on collateral for credit limits up to `10 
lakh or up to limits specified by Reserve Bank of 
India, from time to time.

• Provide the MSE borrower an amortization schedule 
(schedule of repayment of principal and interest for 
the duration of the loan).

• Permit pre-payment of fixed rate loans up to `50 
lakh without levying any pre-payment penalty.

• Permit prepayment of floating rate loans without 
levying any pre-payment penalty.

• Endeavour to send the MSE borrower a 
communication through letter / mail or SMS about the 
status of his / her account before it becomes an NPA.

• Give the MSE borrower notice, sufficiently in 
advance, if the bank decides to recall / accelerate 
payment or performance under the agreement or 
seek additional securities.

• Explain to the MSE customer the implications of One 
Time Settlement (OTS) on its credit history maintained 
by the Credit Information Companies (CICs).

• Give a copy of the terms and conditions of the loan 
sanctioned / loan agreement to the guarantor(s) of 
the credit facility availed by the MSE borrower.

• Send a copy of the annual statement of account of 
the MSE borrower’s term loans / demand loans to 
the guarantor(s) of the loan.

• Endeavour to conduct programmes to enhance 
knowledge on financial management of prospective 
borrowers.

• Endeavour to organize meetings of MSE borrowers 
at periodic intervals as a regular channel for 
exchange of ideas and suggestions.

 EXEMPLARY CASES
CASE 1

 X had obtained a credit card from a bank which 
was linked to his savings bank account maintained with 
the same bank. He opted for a scheme offered by the 
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own and operate ATMs in India, after obtaining 
authorization from the RBI.

v The charges levied by banks for NEFT transactions 
up to `10000/- has been reduced from ` 5/- to  
` 2.50.

v In case of term deposits with ‘Either or Survivour’ or 
‘Former or Survivour’ mandate, banks are permitted 
to allow premature withdrawal of the deposit by a 
joint depositor, in accordance with the mandate / 
operating instructions of the deposit, if there is a 
joint mandate from the joint depositors to this effect. 
The mandate may be given at the time of placing 
the deposit or at any time subsequently during the 
tenure of the deposit. 

 READERS’ VOICE

 I hold a term deposit jointly with my mother. When I 
approached the bank for pre-payment of the deposit I 
was told that signature of my mother was also required 
for the transaction. Is this necessary even when the 
operating instructions are ‘Either or Survivor’?

 In the absence of a joint mandate from all the 
depositors opting for premature withdrawal of term 
deposits, as per the operating instructions of the 
deposit (Either or Survivor’ / Former or Survivour’), the 
signatures of all deposit holders will be required for 
premature withdrawal of a term deposit. (Please see 
the section ‘Did You Know?)

 What is the rate of interest applicable on Savings 
Deposit accounts? 

 Savings bank interest rates have been deregulated 
with effect from October 25, 2011. Banks are free to 
determine the savings bank deposit rates. However, 
banks are required to apply a uniform rate of interest 
on balances in savings bank deposits up to `1 lakh, 
irrespective of the amount in the account. 

For balances above `1 lakh differential rates of interest 
may be applied subject to the condition that banks 
will not discriminate in the matter of interest paid on 
deposits of similar amounts accepted on the same date 
at any of its offices.
Interest on savings bank deposits is calculated on the 
basis of end of day balance.

Would you like to share any information/experience con-
nected with customer service? If so, please feel free to 
write to us at C-7 RBI Building, Bandra-Kurla Complex, 
Mumbai 400 051 or mail us at ceo.bcsbi@rbi.org.in

On behalf of the Banking Codes and Standards Board of India edited, printed & published by P B Vaze. Printed at Alco Corporation, A2/72, Shah & Nahar 
Industrial Estate, Lower Parel (W), Mumbai 400 013 and published at Banking Codes and Standards Board of India, C-7, Reserve Bank of India Building,  
Bandra Kurla Complex, Mumbai 400 051.

the advertisement were broken open in presence of 
two independent witnesses and the contents thereof 
were kept in sealed covers. On receipt of information 
that his locker had been opened in his absence, he 
came to the bank and was handed over an unsealed 
stapled packet purportedly containing the valuables 
which were kept in the locker. To his surprise, he found 
only two insignificant ornaments and some important 
certificates in the cover while other valuables, like 
heavy gold ornaments were missing. He approached 
the Consumer Forum. 
The bank admitted, to the Forum, that the locker of  
Mr. X was erroneously broken. However, this was done 
in the presence of two witnesses, as prescribed and 
hence the bank could not be said to be deficient in 
service. The bank submitted that they had committed a 
bona fide mistake for which it should not be held liable.
Mr. X never defaulted in payment of rent for the locker 
he held and hence, did not bother to see the notification 
in the newspapers which was meant for those persons 
who had not paid the rent for the lockers. The bank had 
failed to show any norm in support of their contention 
that the bank is entitled to break open the lockers of 
a consumer where there is no outstanding dues in 
respect of rental charge of the said locker. The Forum, 
therefore, held that the action of breaking open of a 
locker of a consumer who is not a defaulter tantamount 
to deficiency in service and for this reason, the 
consumer is entitled to get compensation. 

 DID YOU KNOW? 
v KYC done by one branch of a bank should be 

valid for transfer of the account within the bank as 
long as full KYC has been done for the concerned 
account. The customer should be allowed to 
transfer his account from one branch to another 
without restrictions. Fresh address proof may 
be obtained upon transfer of the account by the 
transferee branch (branch to which the account 
has been transferred).

v Banks are not permitted to levy foreclosure charges 
/ pre-payment penalties on home loans availed on 
basis of floating rates of interest.

v Banks have been advised to initiate steps for allotting 
a Unique Customer Identification Code (UCIC) to 
all their individual customers while entering into 
any new relationship. Existing individual customers 
are required to be allotted UCIC by end May, 2013.

v RBI has permitted non-bank entities incorporated 
in India under the Companies Act 1956 to set up, 


