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Dec 06, 2017 : Fifth Bi-monthly Monetary Policy Statement,
2017-18 Resolution of the Monetary Policy Committee (MPC)
Reserve Bank of India

On the basis of an assessment of the current and evolving
macroeconomic situation at its meeting today, the Monetary Policy
Committee (MPC) decided to :

e keep the policy repo rate under the liquidity adjustment facility
(LAF) unchanged at 6.0 per cent.

Consequently, the reverse repo rate under the LAF remains at
5.75 per cent, and the marginal standing facility (MSF) rate and the
Bank Rate at 6.25 per cent.

The decision of the MPC is consistent with a neutral stance of
monetary policy in consonance with the objective of achieving the
medium-term target for consumer price index (CPI) inflation of 4
per cent within a band of +/- 2 per cent, while supporting growth.

The next meeting of the MPC is scheduled on February 6 and
7, 2018.

IMPORTANT NEWS

December 14, 2017: Customer Protection - Limiting Liability
of Customers of Co-operative Banks in Unauthorised Electronic
Banking Transactions

Please refer to our circular UBD.BSD.I/PCB/No.45/
12.05.00/2001-02 dated May 30, 2002 and para 13 of circular
RPCD.CO.RCB.BC.N0.36/07.51.010/2014-15 dated October 22,
2014 regarding reversal of erroneous debits arising from fraudulent
or other transactions.

With the increased thrust on IT enabled financial inclusion
and related customer protection issues, and considering the
recent surge in customer grievances relating to unauthorised
transactions resulting in debits to their accounts/cards, the criteria
for determining the customer liability in these circumstances have
been reviewed. The revised directions in this regard are set out
below.

Strengthening of systems and procedures
Broadly, the electronic banking transactions can be divided

into two categories:

i. Remote / online payment transactions (transactions that do
not require physical payment instruments to be presented at
the point of transactions e.g. internet banking, mobile banking,
card not present (CNP) transactions), Pre-paid Payment
Instruments (PPI), and

ii. Face-to-face/ proximity payment transactions (transactions
which require the physical payment instrument such as card
or mobile phone to be present at the point of transaction e.g.
ATM, POS, etc.)

The systems and procedures in banks must be designed to
make customers feel safe about carrying out electronic banking
transactions. To achieve this, banks must put in place :

iii. appropriate systems and procedures to ensure safety and
security of electronic banking transactions carried out by
customers;

iv. robust and dynamic fraud detection
mechanism;

v. mechanism to assess the risks (for example, gaps in the bank’s

and prevention
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existing systems) resulting from unauthorised transactions and
measure the liabilities arising out of such events;

vi. appropriate measures to mitigate the risks and protect
themselves against the liabilities arising therefrom; and

vii. a system of continually and repeatedly advising customers
on how to protect themselves from electronic banking and
payments related fraud.

Reporting of unauthorised transactions by customers to
banks
Banks must ask their customers to mandatorily register for
SMS alerts and, wherever available, register for e-mail alerts, for
electronic banking transactions. The SMS alerts shall mandatorily
be sent to the customers, while email alerts may be sent, wherever
registered. The customers must be advised to notify their bank of
any unauthorised electronic banking transaction at the earliest after
the occurrence of such transaction, and informed that the longer
the time taken to notify the bank, the higher will be the risk of loss
to the bank/customer. To facilitate this, banks providing e-banking
services must provide customers with 24x7 access through multiple
channels (at a minimum, via website, phone banking, SMS, e-mail,
IVR, a dedicated toll-free helpline, reporting to home branch, etc.)
for reporting unauthorised transactions that have taken place and/
or loss or theft of payment instrument such as card, etc. Banks shall
also enable customers to instantly respond by "Reply" to the SMS
and e-mail alerts and the customers should not be required to search
for a web page or an e-mail address to notify the objection, if any.
Further, a direct link for lodging the complaints, with specific option
to report unauthorised electronic transactions shall be provided
by banks on home page of their website. The loss/fraud reporting
system shall also ensure that immediate response (including auto
response) is sent to the customers acknowledging the complaint
along with the registered complaint number. The communication
systems used by banks to send alerts and receive their responses
thereto must record the time and date of delivery of the message
and receipt of customer’s response, if any, to them. This shall be
important in determining the extent of a customer’s liability. The
banks may not offer facility of electronic transactions, other than

ATM cash withdrawals, to customers who do not provide mobile

numbers to the bank. On receipt of report of an unauthorised

transaction from the customer, banks must take immediate steps to
prevent further unauthorized transactions in the account.
Limited Liability of a Customer

(a) Zero Liability of a Customer
A customer’s entitlement to zero liability shall arise where the

unauthorised transaction occurs in the following events :

viii. Contributory fraud/ negligence/deficiency on the part of the
bank (irrespective of whether or not the transaction is reported
by the customer).

ix. Third party breach where the deficiency lies neither with the
bank nor with the customer but lies elsewhere in the system,
and the customer notifies the bank within three working days
of receiving the communication from the bank regarding the
unauthorised transaction.

(b) Limited Liability of a Customer
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A customer shall be liable for the loss occurring due to
unauthorised transactions in the following cases:

X. Incaseswhere the loss is due to negligence by a customer, such
as where he has shared the payment credentials, the customer
will bear the entire loss until he reports the unauthorised
transaction to the bank. Any loss occurring after the reporting
of the unauthorised transaction shall be borne by the bank.

xi. In cases where the responsibility for the unauthorised
electronic banking transaction lies neither with the bank nor
with the customer, but lies elsewhere in the system and the
customer notifies the bank of such a transaction within four
to seven working days of receiving a communication of the
transaction, the per transaction liability of the customer shall
be limited to the transaction value or the amount mentioned
in Table 1, whichever is lower.

Table 1 : Maximum Liability of a Customer under paragraph 7 (ii)

Type of Account Maximum liability
+BSBD Accounts 5,000
* All other SB accounts 10,000
*  Pre-paid Payment Instruments and Gift Cards
e Current/Cash Credit/Overdraft Accounts of MSMEs
e Current Accounts/Cash Credit/Overdraft Accounts of Individuals with

annual average balance (during 365 days preceding the incidence of

fraud)/ limit up to Rs.25 lakh
® Creditcards with limit uptoRs. 5 lakh
+ All other Current/Cash Credit/Overdraft Accounts 25,000

Further, if the delay in reporting is beyond seven working days,
the customer liability shall be determined as per the bank’s Board
approved policy. Banks shall provide the details of their policy in
regard to customers’ liability formulated in pursuance of these
directions atthe time of opening the accounts. Banks shall also display
their approved policy in public domain for wider dissemination. The
existing customers must also be individually informed about the
bank’s policy.

Overall liability of the customer in third party breaches, as
detailed in paragraph 6 (ii) and paragraph 7 (ii) above, where the
deficiency lies neither with the bank nor with the customer but lies
elsewhere in the system, is summarised in the Table 2 :

Table 2 : Summary of Customer’s Liability

Time taken to report the | Customer’s liability
fraudulent transaction from
the date of receiving the

communication

Within 3 working days Zero liability

The transaction value or
the amount mentioned in
Tablel, whichever is lower

Beyond 7 working days As per bank’s Board
approved policy

Within 4 to 7 working days
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The number of working days mentioned in Table 2 shall be
counted as per the working schedule of the home branch of the
customer excluding the date of receiving the communication.

Board Approved Policy for Customer Protection

Bank shall formulate / revise their customer relations policy
with approval of their Boards, which should clearly define the rights
and obligations of customers in case of unauthorized transactions
in specified scenarios i.e. debits to customer accounts owning to
customer negligence / bank negligence / banking system frauds/
third party breaches etc. The policy should also include mechanism of
creating customer awareness on the risks and responsibilities involved
in electronic banking transactions, and customer liability in case of
unauthorized electronic banking transactions, procedure for reporting
unauthorized electronic banking transactions and acknowledgement
of complaints. It should also provide for a robust grievance redressal
structure as per extant instructions, escalation matrix, clear timelines
for resolution of customer complaints, and compensation keeping
in view the instructions contained in paragraph 10 above. The
instructions contained in this circular shall be incorporated in the
policy, and the policy should be prominently displayed at branches.

Dec 21, 2017:- Primary (Urban) Co-operative Banks’ Outlook
2016-17 : The Reserve Bank of India released the 4th volume of the
annual publication titled ‘Primary (Urban) Co-operative Banks’ Outlook
2016-17". It can be accessed at https://dbie.rbi.org.in/DBIE/dbie.
rbi?site=publications. The publication has been brought out by the
‘Department of Co-operative Bank Supervision’ of the Reserve Bank of
India. The publication covers the financial accounts of Scheduled and
Non-Scheduled Primary (Urban) Co-operative Banks for the financial
year 2016-17. The publication provides aggregate information on major
items of balance sheet, profit and loss account, non-performing assets,
financial ratios, state-wise distribution of offices and details of priority
sector advances. In addition to that, the publication provides bank-
wise information of Scheduled Primary (Urban) Co-operative Banks on
select financial ratios on Capital Adequacy, Profitability, and Employee
Productivity. The publication is being brought out in only electronic
form on an annual basis on the Reserve Bank’s website through the link
https://dbie.rbi.org.in/ of Database on Indian Economy (DBIE). There
will be no hard copies of the publication.

Directions, Withdrawals, Penalties & Cancellation of Licences
of Urban Co-operative Banks :

1) Date: Dec 11, 2017:-RBI penalised a monetary penalty of 0.50
lakh (Rupees Fifty thousand only) onThe A P Mahajan’s Co-operative
Urban Bank Ltd., Hyderabad, Telangana,for violation of Reserve Bank
of India directives and guidelines on Exposure Norms and Statutory/
Other Restrictions.

2) Date: Dec 13, 2017: -RBI has imposed on December 12,
2017, a monetary penalty of 30 million on Indusind Bank Limited
(the bank) for non-compliance with the directions issued by RBI
on Income Recognition and Asset Classification (IRAC) norms and
contravention of regulatory restrictions pertaining to non-fund
based (NFB) facilities.

3) Date: Dec 15, 2017: -RBI has imposed, on December 12,
2017, a monetary penalty of 50 million on Syndicate Bank (the bank)
for non-compliance with the directions/guidelines issued by RBI
on cheque purchase/discounting, bill discounting, and Know Your
Customer (KYC)/Anti-Money Laundering (AML) norms.
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