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RESERVE BANK OF INDIA
www.rbi.org.in

DCBS. (BG) / No. 1712/06.02.324/2018-19 January 29, 2019

The Chief Executive Officers of
All Primary (Urban) Co-operative Banks of Karnataka

Madam/ Dear Sir,

Acceptance of deposits from Primary (Urban) Co-operative Banks (UCBs) by Small
Finance Banks (SFBs)

We have been receiving references from Urban Co-operative Banks seeking clarification
whether UCBs can place deposits with SFBs.

2 The matter has been examined and it is clarified that UCBs may place deposits
with scheduled SFBs within the prudential interbank exposure / interbank counter party
limits prescribed in Para 7 of our circular DCBR.BPD. (PCB).Cir.No.8/16.20.000/2015-16
dated November 19, 2015.

Yours faithfully

(-

(Malay Biswas)
Assistant General Manger

= — Eo e

H‘ﬁl’ﬁ é? LG ﬁm 0/3/8, JIGN UE, #EE 560 001
Department of Co-operative Bank Supervision, 10/3/8, Nrupathunga Road, Bengaluru-560001
Telephone: 22180312, Fax: 080-22237874 / 22293668 E-mail: dcbsbenqgaluruic@rbi.org.in
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The next meeting of the MPC is scheduled from MSMEs classified as ‘standard’ without a downgrade
February 5 to 7, 2019. in the asset classification, subject to the following
Policy Rates with effect from 01 August 2018. | % . conditions : . . i
i. Theaggregateexposure,includingnon-fund basedfacilities,
POLICY REPO RATE 6.50% of banks and NBFCs to the borrower does not exceed
REVERSE REPO RATE UNDER LAF 6.25% %250 million as on January 1, 2019.
MARGINAL STANDING FACILITY RATE 6.75% ii. The borrower’s account is in default but is a ‘standard
BANK RATE 6.75% asset’asonJanuary 1,2019and continues to be classified
Reserve Ratios % as a ‘standard asset’ till the date of implementation of
- the restructuring.
Cash Reserve Ratio 4.00% iii. The borrowing entity is GST-registered on the date of
Statutory Reserve Ratio W.E.F 05 January, 2019 | 19.25% implementation of the restructuring. However, this

condition will not apply to MSMEs that are exempt from
Feb 01, 2019 GST-registration.
Scheduled Commercial Banks - Business in India . .
iv. The restructuring of the borrower account

(% Billion)

item Outstanding|Variation is implemented on or before March 31,
on Jan. 18, lover 2020. A restructuring would be treated as
cd implemented if the following conditions are

Fortnight Financial Year—on—| .

year so far Year met:
2017-18| 2018-19 2018 2019] @ all related documentation, including
1 2 3 4 5 6| execution of necessary agreements between

:ggrestate 119,864.6 —473.0 1,697.9 5,604.1 4,823.3 10,590.2 lenders and borrower / creation of Security
eposits

charge / perfection of securities are completed

Growth (Per 0.4 1.6 49 46 9.7

cent) by all lenders; and

Demand 12,1?2.2 —166.5 -1,693.0 -1,530.7 575.9 1,050.8 [ ] the new capital structure and / or Changes
Time 107,692.4 —306.4 3,390.9 7,1347 42474| 95394| i the terms and conditions of the existing
Investments | 33,622.7 —238.5 3,326.2 4382 | —2,089.4 -13.1 | v refl i the books of all th
Growth b 07 11.0 13 58 0.0 oans get duly reflected in the books of all the
cent) lenders and the borrower.

Bank Credit 93,316.9 -57.6 3,005.4| 7,062.7 75248 11,8968| v. A provision of 5% in addition to the
Ser::;rth (e . A & A 1481 provisions already held, shall be made in

respect of accounts restructured under
IMPORTANT NEWS these instructions. Banks will, however, have the
option of reversing such provisions at the end of the

1). January 1, 2019 : Micro, Small and Medium Enterprises
specified period, subject to the account demonstrating

(MSME) sector — Restructuring of Advances i _ n .
Refer to the circulars DBR.No.BP.BC.100/21.04.048/2017- satisfactory performance during the specified period as

18 dated February 07, 2018 and DBR.No.BP.BC.108 / defined at paragraph 5 below.

21.04.048 / 2017-18 dated June 6, 2018. In this regard vi. Post-restructuring, NPA classification of these accounts

with a view to facilitate meaningful restructuring of shall be as per the extant IRAC norms.

MSME accounts {MSME as defined in the Micro, Small vii. Banks and NBFCs shall make appropriate disclosures in

and Medium Enterprises Development (MSMED) Act their financial statements, under ‘Notes on Accounts’,
2006} that have become stressed, it has been decided relating to the MSME accounts restructured under

these instructions as per the following format:

to permit a one-time restructuring of existing loans to
No. of accounts restructured Amount (X in million)

——
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iii. All other instructions applicable to restructuring of loans
to MSME borrowers shall continue to be applicable.

2. Banks and NBFCs desirous of adopting this scheme shall
put in place a Board approved policy on restructuring of
MSME advances undertheseinstructions withina month
from the date of this circular. The policy shall, inter
alia, include framework for viability assessment of
the stressed accounts and regular monitoring of the
restructured accounts.

3. It is clarified that accounts classified as NPA can be
restructured; however, the extant asset classification
norms governing restructuring of NPAs will continue to
apply.

4. Asageneralrule, barring the above one-time exception,
any MSME account which is restructured must be
downgraded to NPA upon restructuring and will slip
into progressively lower asset classification and higher
provisioning requirements as per extant IRAC norms.
Such an account may be considered for upgradation
to ‘standard’ only if it demonstrates satisfactory
performance during the specified period.

5. ‘Specified Period’ means a period of one year from

the commencement of the first payment of interest

or principal, whichever is later, on the credit facility
with longest period of moratorium under the terms
of restructuring package. ‘Satisfactory Performance’
means no payment (interest and/or principal) shall
remain overdue for a period of more than 30 days. In
case of cash credit / overdraft account, satisfactory
performance means that the outstanding in the account
shall not be more than the sanctioned limit or drawing

power, whichever is lower, for a period of more than 30

days.

January 08, 2019: Tokenisation — Card transactions

Continuing the efforts to improve safety and security of

card transactions, Reserve Bank of India had permitted card

networks for tokenisation in card transactions for a specific
use case.

It has now been decided to permit authorised card
payment networks to offer card tokenisation services to any
tokenrequestor (i.e., third party app provider), subject to the
conditions listed in Annex 1. This permission extends to all
use cases / channels [e.g., Near Field Communication (NFC)
/ Magnetic Secure Transmission (MST) based contactless
transactions, in-app payments, QR code-based payments,
etc.] or token storage mechanisms (cloud, secure element,
trusted execution environment, etc.). For the present, this

2)

facility shall be offered through mobile phones / tablets
only. Its extension to other devices will be examined later
based on experience gained.

All extant instructions of Reserve Bank on safety and
security of card transactions, including the mandate for
Additional Factor of Authentication (AFA) / PIN entry shall
be applicable for tokenised card transactions also.

All other instructions related to card transactions shall
be applicable for tokenised card transactions as well. The
ultimate responsibility for the card tokenisation services
rendered rests with the authorised card networks.

No charges should be recovered from the customer for
availing this service.

Before providing card tokenisation services, authorised
card payment networks shall put in place a mechanism
for periodic system (including security) audit at frequent
intervals, at least annually, of all entities involved in
providing card tokenisation services to customers. This
system audit shall be undertaken by empanelled auditors of
Indian Computer Emergency Response Team (CERT-In) and
all related instructions of Reserve Bank in respect of system
audits shall also be adhered to. A copy of this audit report
shall be furnished to the Reserve Bank, with comments of
auditors on deviations, if any, from the conditions listed
in Annex 1, along with the compliance thereto. Further, a
report on the details provided in Annex 2 shall be submitted
at monthly intervals to the Chief General Manager, Reserve
Bank of India, Department of Payment and Settlement
Systems, Central Office, Mumbai and by email.

This directive is issued under Section 10 (2) read with
Section 18 of Payment and Settlement Systems Act, 2007
(Act 51 of 2007).

3) Jan 08, 2019 : RBI releases guidelines on Tokenisation —

Card Transactions

The Reserve Bank has released guidelines on tokenisation
for debit / credit / prepaid card transactions as a part of its
continuous endeavour to enhance the safety and security
of the payment systems in the country. Tokenisation
involves a process in which a unique token masks sensitive
card details. Thereafter, in lieu of actual card details, this
token is used to perform card transactions in contactless
mode at Point Of Sale(POS) terminals, Quick Response(QR)
code payments, These guidelines permit authorised card
payment networks to offer card tokenisation services to
any token requestor (third party app provider), subject to
conditions enumerated in these guidelines. A card holder
may avail of these services by registering the card on the

Y~ 5302010 mmmm
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token requestor’s app after giving explicit consent. No

charges shall be recovered from the customer for availing

this service. All instructions of Reserve Bank on safety
and security of card transactions, including mandate for

Additional Factor of Authentication (AFA) / PIN entry shall

be applicable for tokenised card transactions also.

4) January 10, 2019 Basel Il Capital Regulations-
Review of transitional arrangements Refer to para
4.5 ‘Transitional Arrangements’, para 15.2.2 of Part
D ‘Capital Conservation Buffer Framework’ and para
2.3 of Annex 16 of the Master Circular, DBR.No.BP.
BC.1/21.06.201/2015-16 dated July 1, 2015 on ‘Basel
Il Capital Regulations’. It has been decided to defer the
implementation of the last tranche of 0.625% of Capital
Conservation Buffer (CCB) from March 31,2019 to March
31, 2020. Accordingly, minimum capital conservation
ratios in para 15.2.2 of Part D ‘Capital Conservation
Buffer Framework’ as applicable from March 31, 2018
will also apply from March 31, 2019 till the CCB attains
the level of 2.5% on March 31, 2020. Further, the pre-
specified trigger for loss absorption through conversion
/ write-down of Additional Tier 1 instruments (PNCPS
and PDI) shall remain at 5.5% of RWAs and will rise to
6.125% of RWAs on March 31, 2020.

5) Jan 21, 2019 : Reserve Bank of India invites comments
on Authorisation of New Retail Payment Systems The
Reserve Bank has placed on its website a policy paper on
Authorisation of New Retail Payment Systems for public
comments. In the Statement on Developmental and
Regulatory Policies released with the Second Bi-monthly
Monetary Policy Statement 2018-19, the Reserve Bank
had announced that it would encourage more players
to participate in and promote pan-India payment
platforms and would bring out a policy paper for public
consultation by September 30, 2018. The objective was
to minimise the concentration risk in the retail payments
market, from a financial stability perspective and to give
a fillip to innovation and competition.

The Reserve Bank invites comments on the policy
paper from all stakeholders and members of public by

$eom 3e3ed : BWRdwerd ﬁoﬁﬁﬂﬁ%‘a : 080-23378375-80, 23474408, 23573291

February 20, 2019. The comments may be sent by post
to the Chief General Manager, Department of Payment
and Settlement Systems, Reserve Bank of India, Central
Office, 14th Floor, Shahid Bhagat Singh Marg, Mumbai-
400001, or by email.

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

1). Jan 02, 2019:-Amanath Co-operative Bank Ltd., Bengaluru.

2). Jan 02, 2019: -The Mechanical Department Primary
Urban Co-operative Bank Ltd., Gorakhpur (U.P.)

3). Jan04,2019:-RBlimposesamonetarypenaltyofX5.00lakh
(Rupees Five Lakh only) on Harihareshwar Sahakari Bank
Ltd., Wai, Satara, Maharashtra.

4). Jan 07, 2019: -RBI issues Directions to The Youth
Development Co-operative Bank Ltd. Kolhapur,
Maharashtra.

5). Jan 11, 2019: -RBI Issues Directions to Sri Bharathi Co-
operative Urban Bank Ltd., Hyderabad (Telangana),

6). Jan11,2019: -RBlimposes monetary penalty on Citibank
NA India

7). Jan 16, 2019: -RBI by an order dated January 04,
2019, imposed a monetary penalty of 10 million on
Bank of Maharashtra (the bank)

8). Jan 22, 2019 United Cooperative Bank
Limited, Bagnan Station Road (North), P.O.—Bagnan, Dist-
Howrah, Pin — 711303, West Bengal.

9). Jan24,2019:RBlissues Directionsto Bhagyodaya Friends
Urban Co-operative Bank Ltd, Warud, Dist. Amravati,
Maharashtra.

10).Jan 25,2019 : The R.S. Co-operative Bank Ltd., Mumbai,
Maharashtra.

11). Jan 25, 2019 : RBI has imposed a monetary penalty
of X 5,00,000/- (Rupees Five Lakh only) on Urban Co-
operative Bank Ltd., Sitapur (U.P.)

12). Jan 28, 2019 : RBI has imposed a monetary penalty
of X 50,000/- (Rupees fifty thousand only) on City Co-
operative Bank Ltd., Hassan,

13). Jan 31, 2019 : The Kapol Co-operative Bank Ltd.,
Mumbai was placed under directions vide directive
dated March 30, 2017 Source: www.rbi.org.in
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