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Guidelines for Licensing of Small Finance Banks in the Private Sector
Compiled by : KVittal Shetty, DI&PR, CAIIB, DBM (IIB}, MBM {Former Chief General Manager & CEOQ of SUCO BANK]}

(Pohm Toddonod)

14. Transition path : The small finance bank
may choose to continue as a differentiated bank.
If it aspires to transit into a universal bank, such
transition will notbe automatic, butwould be subject
to it applying to RBIfor such conversion and fulfilling
minimum paid-up capital / net worth requirement
as applicable to universal banks; its satisfactory
track record of performance as a small finance bank
fora minimum period of five years and the outcome
of RBI's due diligence exercise. On transition into a
universal bank, it will be subjected to all the norms
including NOFHC structure as applicable to universal
banks.

15. Procedure for application : In terms of
Rule 11 of the Banking Regulation {Companies)
Rules, 1949, applications shall be submitted in the
prescribed form for setting up of smallfinance banks
in the private sector, along with other details as
mentioned above, contained in an envelope super
scribed "Application for Small Finance Bank" to RBI
till the close of business as on January 16, 2015,

16. Procedure for RBI decisions

i. The applications will be initially screened by RBI
to ensure prima facie eligibility of the applicants.
RBI may apply additional criteria to determine
the suitability of applications, in addition to the
prescribed 'fit and proper’ criteria.

ii. Thereafter an External Advisory Committee
(EAC) comprising eminent professionals like bankers,
chartered accountants, finance professionals, etc.
will evaluate the applications. The names of the
professionals in EAC will be placed on RBI's website.

iii. The External Advisory Committee will reserve
the right to call for more information as well as
have discussions with any applicant/s and seek
clarification on any issue as may be required by it.
The EAC will submit its recommendations to RBI for
consideration. The decision to issue an in-principle
approval for setting up of a bank will be taken by

RBI. RBI's decision in this regard will be final.

iv. The validity of the in-principle approval issued
by RBI will be eighteen months from the date of
granting such in-principle approval and would
thereafter lapse automatically. Therefore, the bank
will have to be set up within eighteen months of
grant of in-principle approval.

v. After issue of the in-principle approval for
setting up of a bank, if any adverse features are
noticed subsequently regarding the promoters or
the companies/entities with which the promoters
are associated and the group in which they have
interest, the RBl may impose additional conditions
and if warranted, it may withdraw the in-principle
approval.

vi. In order to ensure transparency, the names of
applicantsfor bank licences will be placed on the RBI
website on receipt of the applications. The names of
successful applicants will also be placed on the RBI
website.

vii. Banking being a highly leveraged business,
licences shall be issued on a very selective basis to
those who conform to the above requirements, who
have an impeccable track record and who are likely
to conform tothe best standards of customer service
and efficiency. Therefore, it may not be possible for
RBI to issue licences to all the applicants meeting
the eligibility criteria prescribed above.

RBI will adopt a cautious approach in licensing
small finance banks in the initial years, and
with experience gained, may suitably revise the
approach.

P.S..The Reserve Bank of India received requests
seeking extension of time for submission of
applications for Small Finance Banks and also for
setting up Payments Banks, the last date for which
was January 16, 2015.

Application receiving date is now stand extended
and will now be accepted till the close of business as
on February 2, 2015. [ |
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