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— About this book

The Indian banking and financial industry is in a state of major expansion and transformation as 2023
draws to a conclusion. Significant turning points, legislative changes, and technical developments
throughout the year helped pave the way for the development of a financial ecosystem that is more
robust, inclusive, and efficient. Given its continued ability to innovate, adapt, and prosper in a world
growing more digitally connected, the sector's contribution to determining India's economic future
appears more potential than ever. The industry continues to grow and the industry is expected to create
5 million jobs by 2025. To meet the industry’s demand the BFSI sector trains youth on the various job
roles and makes them ready to be deployed.

This Participant Handbook is based on the Business Correspondent/Facilitator Qualification Pack
(BSC/Q8401) and is designed to enable training for the following National Occupational Standards
(NOSs):

1. Source customers for Banking services (BSC/N8401)

2. Assist customers with the Bank Application Process (BSC/N8402)

3. Perform regular banking transactions for customers (BSC/N8403)

4. Perform Administrative Tasks (BSC/N8404)

The Key Learning Outcomes and the skills gained by the participant are defined in their respective units.
After completing this training, the participant will be able to interact with the customer whose payment
is outstanding, help in making debt management plans, and provide solutions to customer queries &
complaints, while adhering to the policies and standards laid by the RBI.

We hope that this Participant Handbook will provide a great deal of learning support to our young
friends to build attractive careers in the BFSI industry.
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— Key Learning Outcomes | ¢

At the end of this module, the participants will be able to:

e Describe the roles and responsibilities of Business Correspondent/Facilitator (BC/F)

e Discuss the evolution of the BC/F Role

e Analyze the key Responsibilities and Functions of BC/F and the Importance of BC/F in
Financial Inclusion

e Evaluate Standard Operating Environment and Compliance Requirements for BC/F

e Assess Pricing and Discount Policies for Banking Services

e Compare and contrast the Reporting Structures and Security Procedures for Customer Information

¢ Analyze methods for Identification and Assessment of Demand for Products

e Classify Customer Segments in Banking

¢ Develop Methods to Approach Customers and Mapping Their Needs with Offered Products

e Critique Procedures for Customer Assistance and Application Processing

¢ Evaluate Risks Associated with Banking Products

¢ Analyze the Compliance Procedures in Banking Operations

e Examine Documentation Requirements for Applications

e Classify Types of Standard Formats for Reports

e Assess procedures for Updating Customer Details in Information Systems
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Unit 1.1: Overview of BC/F in the Banking Sector

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

e Describe the roles and responsibilities of Business Correspondent/Facilitator (BC/F)
e Discuss the evolution of the BC/F Role
e Analyze the key Responsibilities and Functions of BC/F and the Importance of BC/F in
Financial Inclusion
¢ Analyze the Compliance Procedures in Banking Operations
e Assess Pricing and Discount Policies for Banking Services
e Compare and contrast the Reporting Structures and Security Procedures for Customer Information

_ 1.1.1: Definition of Business Correspondent and
Business Facilitator

People who live in underbanked or unbanked regions can interact with the official banking system
through the services of Business Correspondents (BCs) and Business Facilitators (BFs). They provide
an essential conduit, allowing access to traditional financial services to people who may not have easy
access to them.

Business Correspondent:

BCs are a bank's authorised representatives. They offer financial services at sites apart from the physi-
cal bank facilities. This covers standard procedures such as creating an account and making cash
deposits and withdrawals.

Business Facilitator:

BFs, on the other hand, are people or organisations that support banks in their efforts to advertise and
facilitate banking services. Their main objectives are to raise awareness, promote financial literacy,
and support the completion of banking transactions.

To put it simply, BFs and BCs both contribute significantly to the increased inclusivity and accessibility
of financial services.

Eligibility to become a Business BC/F
The following organisations are qualified for appointment of BC/F for banks, under RBI guidelines:

e Establishing NGOs/MFIs under Societies/Trust Acts

e Section 25 companies that are stand-alone entities or in which NBFCs, banks, telecom companies,

and other corporate entities or their holding companies did not have equity holdings over 10% are

societies registered under the Mutually Aided Cooperative Societies Acts or the Cooperative Societies

Acts of States.

e Postal stations

¢ retired bank workers and veterans

¢ retired officials.

e Owners of fair pricing, medical, and kirana shops individually Operators of individual public call
centres (PCOs)

e Representatives of Insurance Companies and Government of India Small Savings Plans People who

own gas stations

o
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¢ Retired educators

o Officials from reputable Self-Help Groups (SHGs) associated with banks that are not deposit-taking
Non-Banking Finance Companies (NBFCs) are loan companies that have at least 80% of their outstand-
ing loans in financially excluded districts (as determined by the Committee on Financial Inclusion) as
part of their microfinance portfolio.

¢ As of right now, the RBI has allowed banks to work with any person, including those running
Common Service Centres (CSCs), as a BC. This is contingent upon the banks' comfort level, their ability
to do proper due diligence and the implementation of any extra measures that may be deemed neces-
sary to reduce agency risks.

— 1.1.2: Evolution of the BC/F Role

Development of the BC/F Position
Gaining knowledge of the BC/F role's development and historical background will help one better
understand the factors that led to its creation as well as how the financial services industry is evolving.

Historical Context: The difficulties in reaching outlying and economically disadvantaged communities
gave rise to the BC/F concept. Financial exclusion resulted from traditional banking models' inability
to open physical branches in these kinds of places.

Evolution: As technology advanced, legal frameworks changed, and the significance of financial inclu-
sion became increasingly apparent, the BC/F's function changed as well. The function grew to encom-
pass a variety of financial services in addition to fundamental transactions, greatly influencing the
development of the financial inclusion scene.

- 1.1.3: Key Responsibilities and Functions

This section explores the fundamental duties and obligations that characterize the BC/F role, high-
lighting their diverse contributions to financial inclusion.

Account Opening: Helping people in underserved regions open bank accounts is one of our main
responsibilities. This involves walking clients through the account opening procedure and educating
them on the advantages of owning a bank account.

Transaction Facilitation: BC/Fs play a crucial role in facilitating a range of banking operations, includ-
ing fund transfers, cash deposits, withdrawals, and other financial dealings. They make financial
services more accessible to clients who would otherwise find it difficult to use traditional banking
channels.

Promotion of Financial Literacy: Beyond transactions, BC/Fs are essential in advancing financial litera-
cy. This entails teaching clients about fundamental financial ideas, promoting saving behaviours, and
raising consumer knowledge of the financial services and products that are accessible.

To sum up, the overview offers a fundamental comprehension of the role of BC/Fs, including their
definition, history, and essential duties that support their vital role in providing financial services to
marginalized communities.

Scope of activities to be undertaken by BC/F

The following is a list of the activities that BC/F has undertaken:

¢ Promoting savings, other goods, financial management guidance, education, and debt counselling
e Finding possible clients.




s Participant Handbook

e Gathering and initial processing of several deposit forms, including main data and information verifi-
cation

e Completing the nomination clause section of the application and account opening form, then send-
ing it to the bank

e Complete KYC

¢ Using technology to open no-frills deposit accounts and other products as allowed from time to time
e Small value deposits and withdrawals are collected and paid for; minimum: zero; maximum: Rs.
2000/-per transaction

e Acceptance and distribution of small-value remittances and other payment instruments following
IDBI Bank's FI Plan

* The BC/F or his agent may take or deliver cash for any such transaction at his workplace or any other
convenient location, subject to the limits per customer (Rs 2000/-in each case)

¢ Includes account statements and other account data over three months

¢ Any additional service provided by the Bank that has been properly approved by the relevant regula-
tor

e The BC/F activities would fall under the regular course of the Bank's banking operations, but they
would be carried out by and through the entities at locations other than the Bank's premises

¢ Regarding all such transactions, the BC/F or his/her agent should have the authority to receive and
distribute cash at his workplace or any other convenient location, subject to the established daily/cus-
tomer limitations. A neighbouring branch (the base branch) will be connected to the BC/F

e Cross-selling of other financial goods, as and when allocated to do so, such as insurance, mutual
funds, pensions, and other third-party products

o If sub-agents of BC/Fs are lawfully designated, BC/Fs will handle any associated reputational issues

<Source: IDBI Bank>

- 1.1.4: Importance of BC/F in Financial Inclusion

The context for comprehending the crucial functions that business correspondents and business
facilitators (BC/F) play in financial inclusion is established by this review of BC/Fs in the banking indus-
try.

Regulatory Framework for Financial Inclusion in India

Both supply-side and demand-side variables impact financial inclusion, including:

Demand Factors: Awareness and literacy in finance
Sensation of need for the items
Capacity to absorb credit, etc.

Supply Factors: Product accessibility and modes of delivery
Providers of services, stc.

Since it can give the banking industry possibilities to offer suitable financial products at reasonable
prices and generate demand by developing local PoS (Point of sale), the Business Correspondent (BC)
model can meet both supply and demand goals.

As a result, RBI created rules for expanding banking outreach using the BC model with IT assistance,
completely changing the way financial inclusion expanded throughout India. To solve access and
service concerns for the unbanked and underbanked masses, the RBI recommended banks to deploy
Business Correspondents (BCs) and declared financial inclusion as a stated policy in 2006. All banks
must provide a report on the usage of BCs in their Financial Inclusion Plans (FIPs).

'
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“Financial inclusion is the
process of ensuring access to
appropriate financial products
and services needed by
vulnerable groups such as
weaker section and low income

groups at an affordable cost in
a fair and transparent manner
by mainstream Institutional
players”— Committee on
Financial Inclusion

As per what is stated in the RBI Guidelines, the BC model is as follows:

¢ While an organisation can be a BC for more than one Bank, at the point of customer interface, a
retail outlet or a sub-agent of a BC or Customer Service Point (CSP) or Business Correspondent Agent
(BCA) shall represent and provide banking services of only one Bank

¢ The terms and conditions governing the contract between the Bank and the BC should be carefully
defined in written agreements and subjected to a thorough legal vetting

¢ While drawing up agreements, Banks should strictly adhere to instructions contained in the guide-
lines on managing risks and code of conduct in outsourcing of financial services by Banks, issued by
Reserve Bank of India on November 3, 2006

e The Bank will be fully responsible for the actions of the BCs and their retail outlets/sub-agents *

<*Source: Governance Knowledge Centre (2011). Delivering Financial Inclusion Services to Rural Citizens through the Common Service Centers:
An  Evaluation of State Implementation Models. [online] Available at:  http://indiagovernance.gov.in/files/Financial Inclu-
sion_through_CSCs_28 02_2011.pdf [Accessed 3 Aug. 2015]>

Scan to access the video on BC/F in Financial Inclusion

Model Structure
The picture below shows how financial inclusion using the BC model arose per RBI rules:
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=According to RBI policy, banks must lead the mobile banking industry in India, making them the
main force behind the advancement of financial inclusion

=Different banks include private, public, and regional rural banks

=Banks are required to have lead branding in the services they provide and have a legal connection
with customers as account issuers

A

~
=4 BCBF is an authorised representative who can provide services on behalf of the Bank

=They are responsible for supervising the proper growth and operation of indirect banking channels
*BCBF are bound by RBI regulations and have a direct contract with the Bank

*They receive commissions from transactions, deposits, and client enroliment

+Examples of BCBFs are Oxigen, FINO, and EKO.

=BCBFs may contract further to Business CorrespondentMetwork Managers [BCNM/Corporate BC]in_\
order to:

sidentify, screen and train new Customer Service Points (CSP)

sSupervise and offer ongoing business advice to existing CSPs

sHire runners to collect or distribute cash to CSP or Manage a set of Bank accounts through which

CSPs can deposit/withdraw money
]

~

=Customer service points (CS5Ps) and business correspondent agents (BCAs) are particular people or
retail establishments that deal directly with clients

= C5Ps are responsible for gathering account opening paperwork, providing cash-in and cash-out
services, and collecting payments

=C5Ps are employed by, owned by, or hired by BCs to perform CSP services on the BC's behalf.

Figure 1.1.1: BC Model Structure and Implementation
* International Finance Corporation (2013). IFC Mobile Money Scoping - Country Report: India.

This section highlights how important it is for Business Correspondents and Business Facilitators
(BC/Fs) to bridge gaps, reach underserved regions, and promote economic growth to advance finan-
cial inclusion.

Bridging the Banking Gap

Significance: BC/Fs play a crucial role in closing the financial gap that separates underprivileged com-
munities from regular banking services. Traditional brick-and-mortar bank branch establishment is
difficult in many places, especially in rural and isolated locations. This is because of many factors,
including infrastructural constraints, low population density, and geographic impediments.

Promoting Accessibility: BC/Fs serve as middlemen, bringing financial services to the public. Through
the establishment of service locations or direct outreach to communities, they enable those who
might have physical obstacles or restricted transportation options to obtain necessary financial
services.

Customer-Centric Approach: Taking a customer-centric approach, meeting individuals where they
are, and tailoring services to match the unique requirements of various groups are important. This
strategy is essential for tackling the particular difficulties that various demographic groups encounter.
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Reaching Unbanked and Underbanked Areas

Providing Services in distant regions: BC/Fs play a major role in providing formal financial services to
those living in distant villages, rural communities, and marginalised groups. They also help to reach
unbanked and underbanked regions.

Customised Solutions: BC/Fs may make their services more pertinent and approachable by adjusting
them to the unique demands and difficulties of these communities. This entails offering streamlined
account opening procedures, running financial literacy campaigns, and enabling transactions in a way
that makes sense for the community.

Getting beyond Obstacles: It's critical to get beyond obstacles like ignorance, restricted infrastruc-
ture, and a lack of banking infrastructure to enable those who were previously shut out of formal
financial systems to make use of them.

Impact on Economic Development

The significance of economic growth in the context of financial inclusion is closely linked to the critical
function that Business Correspondents and Business Facilitators (BC/Fs) perform. These unsung
heroes of the banking industry are crucial because they not only help link people and communities to
formal financial institutions but also stimulate local economic growth.

As messengers of financial inclusion, BC/Fs cross national borders to deliver a vital banking service to
those living in underbanked and unbanked areas. Not only do they ease transactions, but they also
have a transformational effect on economic landscapes, especially in isolated and marginalised
places, which makes them significant.

The story of the economic growth path sparked by BC/Fs is complex. It includes giving people and
small companies the resources they need to succeed in addition to expanding access to basic financial
services. In their capacity as financial intermediaries, BC/Fs play a crucial role in integrating financial
literacy into communities and promoting a responsible and educated financial management culture.

Since BC/Fs provide small firms and entrepreneurs with access to financing, this effect is seen across
the entrepreneurial corridors. The growing local economies demonstrate the cascading impact, as
increasing productivity, employment creation, and the realisation of latent potential are all correlated
with financial resource accessibility.

Let's uncover the story of resilience, empowerment, and long-term economic progress made possible
by the vital work that business correspondents and facilitators do.

Promoting Financial Inclusion: By integrating people and companies into the official financial system,
BC/Fs play a vital role in promoting economic growth. Having access to financial services, such as
credit facilities and savings accounts, enables people to handle their money more skillfully.

Credit Access for Small Companies: BC/Fs are essential in helping entrepreneurs and small companies
in underprivileged regions obtain finance. The ability to obtain finance can spur entrepreneurial activ-
ity, which will boost regional economies.

Financial Education: The effects go beyond credit and transactions. BC/Fs frequently engage in finan-
cial education, giving people and small businesses the tools, they need to make wise financial
decisions. The community's general economic well-being is benefited by this financial literacy.
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— 1.1.5: Compliance Requirements for BC/Fs

It is required of BC/Fs to conduct themselves professionally, upholding the highest ethical standards.
This involves acting honourably, morally, and openly in all financial dealings. They have to refrain from
doing anything that would jeopardise the faith and trust that their clients have in them.

Confidentiality of Client Information: The BC/F's code of conduct stipulates that maintaining the
confidentiality of client information cannot be compromised. BC/Fs are required to provide the high-
est level of secrecy for all client data, financial information, and personal details. It is forbidden to
share such information without the necessary authority.

Fair Practices in Financial Transactions: The BC/F's obligations are based on the principle of fairness
in financial transactions. BC/FS must provide equitable treatment to all its clients, irrespective of their
financial situation or history. To enable clients to make educated decisions entails giving precise and
unambiguous information about financial goods and services.

Fair Treatment of Consumers: Ensuring the fair treatment of consumers is inherently linked to regula-
tory compliance. Customers' interests must come first for BC/Fs, and they must have fair and impar-
tial access to financial services. Fair treatment includes providing clients with clear terms and condi-
tions, upfront pricing, and assurances that they fully comprehend the financial ramifications of their
choices.

Protection of Rights: BC/Fs are essential in ensuring that customers' rights are upheld. This entails
guaranteeing that clients are not exposed to any discriminatory actions, that their complaints are
swiftly heard and resolved, and that they are free to make decisions about their financial affairs that
are well-informed.

Security of Financial Information: The safety of a customer's financial information is a component of
customer protection. Strong security measures must be put in place by BC/Fs to prevent unauthorised
access to client data, guaranteeing the privacy of sensitive data such as account information and
transaction history. Any compromise of client data is a breach of confidence as well as the law.

Regulatory Obligations: BC/Fs are required by law to comply with ethical practices; they are not just
recommendations. Regulatory agencies have established these procedures to guarantee the depend-
ability and integrity of financial services. It is required of BC/Fs to familiarise themselves with and
adhere to these ethical norms.

Trust and Confidence: Honesty and integrity in business practices foster trust and confidence among
clients. The BC/F's reputation is enhanced by ethical procedures, which also help to build enduring
customer connections and encourage positive word-of-mouth in the neighbourhood.

Principles of Professionalism, Honesty, and Fairness: BC/Fs have to conduct their business per these
values. Key elements of ethical practices include treating customers fairly, communicating openly,
and upholding the highest levels of professionalism.

- 1.1.6: Standard Operating Environment

From the standpoint of a Business Correspondent/Facilitator (BC/F), the standard operating environ-
ment (SOE) is the collection of policies, practices, and frameworks that the BC/F works under to guar-
antee the efficient operation of banking services. This covers a wide range of topics, including operat-
ing procedures, technological infrastructure, regulatory compliance, and customer service standards.
The normal operational environment is broken down as follows from the standpoint of BC/F:

1. Regulatory Compliance:

Operating within the regulatory framework established by financial authorities, the BC/F relies on
strict adherence to regulations to preserve the integrity of financial transactions and safeguard the
interests of its clients.
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Figure 1.1.2: Break up of SOE
Important components of this compliance include:
¢ knowing your customer (KYC) and anti-money laundering (AML) regulations
¢ adhering to fair practices guidelines
e protecting customer interests

2. Technological Infrastructure:

In places where traditional branches might not be available, BC/Fs use technology to make banking
services more accessible. One of the most important components of the standard operating environ-
ment is the technology infrastructure. Key Elements for this include:

¢ Using trustworthy and safe financial systems for transactions

¢ availability of essential technology tools, such as mobile apps or portable gadgets

e putting security measures in place to safeguard client information when doing online transactions

3. Operational Protocols:

Consistent provision of financial services depends on effective and standardised operating proce-
dures. This covers the steps involved in creating an account, processing transactions, and maintaining
records. Important components:

* Procedures for creating and closing accounts should be clearly stated

¢ Standard operating procedures for fund transfers, withdrawals, and deposits among other banking
operations

¢ procedures for correctly reporting and recording financial transactions

4. Standards for Customer Service:

One of the main focuses of the BC/F's work is customer service. The standard operating environment
describes what is expected of you in terms of giving clients exceptional service that will win their trust
and happiness. Its key elements include:

¢ Instruction in customer relations and efficient communication

¢ procedures for responding to questions, grievances, and complaints from customers

¢ Rules for always keeping the client first in all of your dealings

5. Security Procedures:

It is critical to guarantee the security of consumer data and financial activities. Security precautions
against fraud, unauthorised access, and other dangers are part of the normal operating environment.
Its main components are:

¢ Enforcing strong authorization and authentication procedures

¢ methods to maintain confidentiality when managing consumer data

¢ procedures for quickly reporting and handling security issues

'
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6. Documentation and Reporting:

Both internal monitoring and regulatory compliance depend on accurate reporting and documenta-
tion. Guidelines for keeping records and producing reports are provided by the standard operating
environment. The key elements here are:

e Typical reporting formats for transactions, client information, and other pertinent data

e procedures for upgrading information systems and client records

¢ adherence to the reporting guidelines established by regulatory bodies

Pricing and Discount Policies for Banking Services

The methods and procedures used by financial institutions, such as Business Correspondents and
Business Facilitators (BC/Fs), to ascertain the expenses related to their services and any possible
discounts extended to clients, are referred to as pricing and discount policies for banking services. The
way the institution and its clients interact financially is greatly influenced by these policies. An outline
of banking service pricing and discounting is provided below:

Pricing Policies:

« Establish the costs related to creating various account kinds, taking into account
elements like the kind of account, the clientele, and the services that areincluded in
the package.

N
¢ |[ndicate the costs associated with different types of transactions, such as fund
transfers, withdrawals, deposits, and other banking operations. Make a distinction
between the costs of basic and premium services.
y
N
* Describe any yearly or monthly fees associated with keeping an account. Think about
waiving fees for clients who satisfy particular requirements, such keeping a minimum
balance
S
N

* The interest rates for the different kinds of loans that the bank offers should be made
clear. This coversloans for homes, businesses, and individuals. When setting interest

rates, take into account variables including market circumstances and creditworthiness.
A

N
e List all costs related to conducting business internationally, such as currency
conversion, international wire transfer, and ATM withdrawal fees when utilising foreign
ATMs.
)

N

¢ Provide consumers with a comprehensive package that encompasses various financial
services by offering bundled services for a set charge. This may motivate users to take
use of more offerings.

Figure 1.1.3: Pricing policies
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Discount Policies:
~
*Give clients discounts according on the amount or frequency
of their transactions. Customers are encouraged to
participate in additional banking activities as a result,
boosting the bank's overall revenue
-
N
*Provide discounts for customers who opt for bundled
services, combining multiple banking products such as
savings accounts, credit cards, and insurance
A
N
*Offer favoured clients who satisfy specific requirements—like
keeping large account balances or having a long-standing
connection with the bank—special discounts or fee
exemptions
A
N
*Use transient promotional discounts to draw in new clients
and persuade current clients to test out new offerings. This
might be one-time charge reductions or exclusive deals for
particular transactions.
-
N
*Encourage the use of online banking services by offering
discounts on transaction fees for customers who conduct
their banking activities through digital channels
A
N
*QOffer special discounts to particular client categories,
including seniors, students, or those from low-income
neighbourhoods. This promotes social responsibility
programmes and financial inclusion. J
Figure 1.1.4: Discount Policies
Customers should be informed in full of the price and discount policies. Openness fosters trust and
enables consumers to make wise choices. Make sure that all discount and price policies adhere to
legal requirements. Any modifications to these guidelines should be announced in compliance with
applicable laws. Give clients informative materials that outline the costs and any potential savings.
This may enhance the clientele's experience. Review price and discounting policies regularly to make
sure they are still competitive and appropriate for the market. Be willing to change policy in response
to input from customers and market developments. Through strategic planning and execution of
pricing and discounting strategies, BC/Fs may effectively balance revenue generation, customer
attraction, and financial inclusion promotion.
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— 1.1.7: Reporting Structures and Security procedures for
customer information

The mechanisms by which a Business Correspondent/Facilitator (BC/F) communicate and report
information within the banking system are described in their reporting structure. By creating a clear
hierarchy and communication channel, it makes sure that pertinent information gets to the right
people.

Reporting structure for BC/F:

1. Supervisor/Regional Manager: The Supervisor or Regional Manager serves as the initial point of
contact for Business Correspondents and Business Facilitators (BC/Fs). This seasoned expert is in
charge of several BC/Fs' operations in a certain region.

2. Branch Manager: BC/Fs who are connected to a certain bank branch answer to the Branch Manag-
er. The Branch Manager is in charge of the branch's general operations and acts as a vital conduit
between the BC/Fs and upper management.

3. Area Manager or District Coordinator: A district coordinator or area manager may be in charge of
several branches in bigger regions. Under this higher-level manager's direction, BC/Fs provide greater
operational coordination and assistance.

4. Central Operations Team: This team is in charge of overseeing and directing BC/F operations on a
regional or national scale. Specific reports or escalations may be sent to them. Alignment with organi-
sational goals is ensured by this team.

5. Regulatory agencies: BC/Fs could be expected to provide certain reports to regulatory agencies
that keep an eye on the banking industry. Updates on financial transactions, consumer outreach
initiatives, and compliance adherence are a few examples of this. This guarantees adherence to legal
requirements and industry norms.

Kind of Reports:

For the banking services industry to remain transparent, and accountable, and to make strategic
decisions, reporting must be done well. In this procedure, Business Correspondents and Business
Facilitators (BC/Fs) are essential because they provide insightful information through a variety of
reporting modalities. The primary reporting procedures that are essential to the BC/F role are shown
in the following examples, each of which has a distinct function in improving customer service, opera-
tional effectiveness, and regulatory compliance.

1. Daily Transaction Reports: Daily Transaction Reports: Each transaction carried out by a BC/F has a
distinct narrative. The number and variety of transactions completed are included in the Daily Trans-
action Reports, which offer an overview of the day's events. These reports provide a real-time gauge
of the financial health of the designated region in addition to quantifying operational success.

2. Customer Interaction Logs: Good client engagement is the cornerstone of every successful finan-
cial service. Customer contact logs, which record comments, questions, and difficulties encountered
during transactions, capture the subtleties of these exchanges. These records are quite useful for
improving customer service tactics and customising offerings to match changing demands.

3. Monthly Performance Reports: In the continuous story of BC/F operations, a month represents a
chapter. Monthly performance reports include the goals, obstacles, and accomplishments throughout
the given time frame. These reports give management a thorough perspective, which helps with
performance assessment, strategic planning, and pinpointing areas in need of development.
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The aforementioned examples are essential parts of the wider range of BC/F reporting. Every report
makes a distinct contribution to the broader story by giving stakeholders the knowledge they need to
improve client experiences, make well-informed choices, and guarantee the success and ongoing
development of banking services in underbanked and unbanked regions.

Security Procedures for Customer Information

For Business Correspondents and Business Facilitators (BC/Fs), protecting the privacy and security of
client information is of utmost importance. To maintain these values, BC/Fs follow a strict set of secu-
rity protocols created to protect private information and stop illegal access.

To limit who can access consumer information, BC/Fs have tight access restrictions in place. Only
authorised individuals have access to databases and customer records, and each team member has
certain rights allocated to them based on their roles and responsibilities. During electronic transac-
tions, client data is secured through the use of encryption technology. This guarantees the confidenti-
ality of sensitive information and prevents information from being intercepted during transmission
between the bank's servers and the BC/F's device.

BC/Fs adhere to strict protocols while handling physical papers that include client information. Docu-
ments are safely kept in locked cabinets, and only those with the proper authority may access them.
This reduces the possibility of sensitive data being lost or accessed without authorization. One essen-
tial component of the BC/F's strategy is ongoing training on security procedures. Updates on phishing
attempts, social engineering techniques, and new security risks are sent to team members regularly.
They will have the information and abilities necessary to recognise and reduce any dangers thanks to
this training.

Using secure methods for client information transmission is a top priority for BC/Fs. Secure channels
aid in preventing data breaches during transmission, protecting the confidentiality and integrity of
customer data whether engaging with clients or with internal stakeholders. To maintain the most
recent versions of all systems, including banking apps, regular software upgrades are carried out. By
guaranteeing that BC/Fs receive the most recent security updates, enhancements, and patches, this
procedure enhances the security infrastructure's overall resilience.

Beyond these precautions, BC/Fs make a point of regularly doing security assessments. To uphold the
highest standards of data security, these audits assist in identifying vulnerabilities, evaluating the
efficacy of current security measures, and implementing any required changes.

All things considered, these security protocols provide a thorough framework that not only satisfies
legal requirements but also gives clients peace of mind knowing that their data is being treated with
the highest care and integrity.

J
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Multiple Choice Questions:

1. What is the primary role of a Business Correspondent (BC) or Business Facilitator (BF) in the bank-
ing sector?

A. Internal Auditing

B. Marketing Campaigns

C. Extending Banking Services

D. Legal Consultation

2. Why is the role of BC/F considered crucial for financial inclusion?
A. Marketing Strategies

B. Rural Development Initiatives

C. Extending Credit to Corporations

D. Expanding Access to Banking Services in Underserved Areas

'
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3. What is the significance of the “Know your customer” (KYC) process for a BC/F?

. Advertising Campaigns
Customer Engagement
. Regulatory Compliance
. Data Analysis

. Which of the following reports provides insights into daily operational performance for a BC/F?
. Monthly Performance Report

. Customer Interaction Log

. Compliance Report

. Daily Transaction Report

What does encryption technology primarily help with in the BC/F role?
. Customer Engagement

. Preventing Unauthorized Access

. Marketing Strategies

. Financial Analysis

. In the reporting structure, who is responsible for the overall functioning of a bank branch?
. Central Operations Team

. Area Manager

. Branch Manager

. Supervisor

Why is the monthly performance report essential for a BC/F?
. Assessing Daily Transactions

. Strategic Planning and Performance Evaluation

. Customer Interaction Logs

. Ensuring Regulatory Compliance

. What is the primary purpose of the "Customer Interaction Log" for a BC/F?
. Documenting Financial Transactions

. Recording Feedback and Inquiries

. Regulatory Compliance

. Marketing Analysis

9. Which security measure involves restricting access to databases based on roles and responsibili-

es?

A. Encryption

. Access Controls
. Security Audits

D. Secure Communication Channels

10. Why is continuous training on security protocols important for a BC/F?
A. Financial Analysis

. Marketing Strategies
. Identifying and Mitigating Risks

D. Customer Engagement
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Unit 1.2: Understanding Customer Segments and Approaching
Prospective Customers

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

e |dentify and evaluate Demand for Products

e Categorize Types of Customer Segments in Banking

e Develop and implement Methods to Approach Customers and Mapping Their Needs with
Offered Products

e Provide Customer Assistance and Application Processing

— 1.2.1: Customer Segmentation and its Types in Banking

What is Customer Segmentation in Banking?

The process of breaking down a huge and diversified customer base into more manageable groupings
of related consumers who are pertinent to the marketing of a bank's goods and services is known as
customer segmentation. Spending patterns, income level, and location are a few fundamental
segmentation factors. Banks may provide more specialised products and services to their clients and
develop a more personal relationship with them by using customer segmentation.

Type of Customer Segmentation

The banking sector uses a variety of strategies and tactics for client segmentation, but some popular
ones are as follows:

e Demographic segmentation: This is the process of putting clients into groups according to attributes
like occupation, income, gender, and age. Example - Compared to pensioners, young professionals
could have distinct banking demands. Demographic information is useful in adjusting financial prod-
ucts to fit particular life stages and income levels.

* Behavioural segmentation: is the process of putting consumers into groups according to their bank-
ing behaviours and habits, including past credit, transactional history, and account balances.Example
- Consumers who prefer in-person transactions may have distinct demands than those who use
mobile banking often. Comprehending behaviour facilitates the creation of services that correspond
with consumption trends.

¢ Geographic segmentation: This is putting clients into groups according to where they are, say by city
or area. Example - Rural and urban customers may have distinct banking preferences. Geographic
segmentation helps customize services to the unique characteristics and needs of different locations.

¢ Psychographic segmentation: is the process of putting clients into groups according to their values,
lifestyle, and personality.Example - People who care about the environment could choose sustainable
financial solutions. The development of services that complement customers' more expansive
lifestyle choices is guided by psychographic characteristics.

¢ RFM segmentation: Recency, Frequency, and Monetary is what RFM stands for. This method of
behavioural segmentation divides clients into groups according to the frequency, size, and recentness
of their purchases. Example - Loyalty programmes may be advantageous for frequent users, and
tailored promos may be sent to inactive users to encourage them to re-engage. Marketing and service
strategies are optimised by RFM segmentation.

o



Products and Services tailored for specific customer segments

Business Correspondents and Business Facilitators (BC/Fs) play a critical role in making sure that bank-
ing offers are customised to match the individual needs, tastes, and circumstances of a wide range of
customers. The following summarises the main duties and contributions that BC/Fs make in this
respect:

Customer |= Bazed on variables like psychographics, location, behaviour, and demographics, BCBFs are essential in recognising
and classifying different consumer groups.
=To assist in the segmentation process, actively gather dataon consumer preferences, transaction patterns, and
financial requirements.

A
N
= To comprehend the financial requirements and difficulties unique to every identified consumer category, conduct
comprehensive studies.
= Provide a way for clients to provide directinsights, which can help you understand their needs more deeply.
. A
.

= Cresate and carry out educational programmes to increase consumer knowledze of customised goodsand make sure
they are aware ofthe features and advantages that are pertinent to their markst.

=Work with local communities to clear up any misunderstandingsand foster a sense of trust while sharing
information about specialised services.

A
= Create plans to encouragefinancial inclusion by creating products that are suited for underserved or unbanked b
markets, including marginalisad groups orruralareas.
= Show consideration for the various segments' distinctfinancial practices and preferences, taking into account their
cultural and environmental quirks.
A
= Collaborate with marketing teams to develop campaigns that spesk to the unigue traitsand goals of every ‘
CONSUMEr Zroup.
= To make materialmore approachable and relatable, adjust language and communication approachesto the
audience's culturalbackground.
A

= Keep an eye on how well customised items are doing, get input on how successful they are, and make necessary
madifications.

= Modify plans in response to immediate input and shifting market conditions to maintain their applicability.

'

™

= Investigate and promote the integration of digital solutions that makefinancial services easier to obtain by meeting
particular segments' p particular technokgi

Figure 1.2.1: Key Responsibilities and Contributions of BC/Fs

Based on the unique requirements and traits of the defined client groups, Business Correspondents
and Business Facilitators (BC/Fs) can offer a variety of products and services. The following are some
of the tailored goods and services that BC/Fs might provide to improve financial inclusion and satisfy
the various needs of various market segments:

1. Basic Savings and Deposit Accounts: Account structures are made simpler, with low or no mini-
mum balance requirements, to meet the financial needs of various groups, such as those with low
incomes and those residing in rural regions.

2. Microcredit and Microinsurance: Creating products for small business owners, farmers, and entre-
preneurs in rural or underdeveloped regions; microcredit and microinsurance.

3. Services for mobile wallets and banking: Providing user-friendly digital wallet and mobile banking
services to close the gap for those whose access to traditional bank branches is restricted.

4. Tailored Solutions for Agricultural Loans and Services: Partnering with financial institutions to
provide services and loans for agriculture that are suited to farmers' needs, taking into account input
requirements and seasonal variations.

5. Student loans and education: Developing loan solutions for education with advantageous condi-
tions to assist families and students in covering the costs of their education.

Business Correspondent/Facilitator ———
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6 Remittance Services: Cost-Effective Solutions: Offering migratory workers and those with family
members spread out across multiple locales efficient and cost-effective remittance services.

7. Financial Literacy Initiatives: Projects creating seminars and programmes for financial literacy
aimed at groups with differing degrees of financial literacy, such as first-time savers or people switch-
ing to formal banking.

8. Modifiable Terms and Flexible Credit Options: Collaborating with banks to offer variable payback
terms for lending choices that are tailored to certain consumer groups' cash flow and income
patterns.

9. Community-Based Savings Initiatives: Forming lending and savings organisations within local com-
munities to promote mutual assistance and collective financial empowerment.

10. Senior-Friendly Banking Services: Considering the special requirements and preferences of senior
citizens, banking services should be designed to be both user-friendly and accessible to them.

11. Medical Financing and Health Insurance: Offering medical financing options and health insurance
products in collaboration with insurers, especially to populations with restricted access to healthcare
resources.

12. Entrepreneurial Support Programmes: Encouraging aspiring company owners to get resources
and capital while promoting the expansion of small enterprises in the neighbourhood.

13. Tailored Pension Schemes: Working together to create pension schemes that meet the require-
ments and goals of various age groups and occupations in retirement.

14. Public Benefit provision: Optimising the provision of public subsidies and benefits via digital chan-
nels, guaranteeing prompt and safe payment.

15. Green Banking Initiatives: Presenting green loans for eco-friendly projects in urban and rural
regions, as well as other ecologically conscious banking alternatives.

- 1.2.2: Identification and Assessment of Demand for Products —

A variety of techniques are used by Business Correspondents and Business Facilitators (BC/Fs) to
determine and evaluate the demand for banking products within the designated client categories.
First, they talk to people in the community directly to learn about their wants, preferences, and
difficulties related to money. To have a thorough grasp of the local context, this entails completing
surveys, having conversations, and attending community events. In addition, BC/Fs work closely with
institutions, community organisations, and local leaders to understand the cultural quirks and
economic dynamics that affect people's financial decisions. In addition, they employ data analytics
and market research methodologies to measure and examine demand patterns, recognising trends in
transaction conduct and service consumption.

By using a data-driven strategy, BC/Fs are better able to customise their goods to meet the unique
needs of their target markets. Frequent feedback systems, such as interaction logs and customer
surveys, allow for continuous improvement of product offerings according to the changing demands
of the community. In the end, the BC/F plays more than just a transactional role; it also serves as a
reliable link between the official banking system and the community, guaranteeing that financial
products are both easily available and suit the various needs of the segments it serves.
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It is essential to comprehend the economic environment; they should identify important industries,
income distribution patterns, and economic trends that affect the demand for financial goods in the
communities they work with. Furthermore, understanding social dynamics is crucial since strong com-
munity links help one better understand how cultural norms and dynamics affect financial demands.
Emphasising the regulatory landscape is also crucial; they must comprehend how regulations impact
the market for certain financial products and be aware of compliance obligations. Finally, it is critical
to encourage adaptation since BC/Fs need to be able to adjust to evolving community requirements,
changes in the economy, and modifications to regulations.

- 1.2.3: Methods to Approach Customers

Business Correspondents and Business Facilitators (BC/Fs) utilise many techniques to engage with
potential clients on goods and services to successfully close agreements and advance financial inclu-
sivity. The following are various strategies that BC/Fs ought to think about implementing:

¢ Door-to-door campaigns are another way BC/Fs may interact with prospective clients in-person.
This approach makes it possible to have individualised conversations, respond to specific issues, and
provide details about the financial services and products that are offered.

e Putting up community events, workshops, or get-togethers gives you a chance to reach more
people. In a communal setting, BC/Fs can address concerns, provide banking solutions, and build trust
while encouraging community involvement.

¢ By putting in place educational programmes like financial literacy seminars, businesses may educate
consumers about the value and advantages of financial services in addition to product information.
This method aids in making well-informed decisions.

* Promoting and launching tailored campaigns and promotions aids in raising awareness of particular
goods and services. BC/Fs can draw attention and persuade clients to think about the advantages of
banking services by using promotional materials, rewards, or exclusive deals.

e BC/Fs can provide banking services to the community directly by holding mobile banking clinics at
various places. These clinics improve accessibility by offering on-the-spot help, account opening
services, and query resolution.

¢ Reaching out to nearby companies can make outreach easier. BC/Fs can form alliances to market
banking services to these companies' clients by utilising their current connections and networks.

¢ By employing digital communication channels like email, SMS, and social media, BC/Fs may reach a
larger audience. Digitally disseminating information about goods, services, and forthcoming events
can support conventional outreach strategies.

¢ Providing financial health assessments can be a successful tactic. A BC/F may evaluate a person's
financial status, point out areas that need development, and suggest appropriate banking options
that support their financial objectives.

¢ By putting referral programmes into place, current clients are encouraged to recommend friends
and family. Referral bonuses and word-of-mouth recommendations have the potential to encourage
clients to aggressively market banking services.

e |tis crucial to adapt communication to the linguistic and cultural environment of the recipient. BC/Fs
should make sure that the community connects with their messaging, which will increase the accessi-
bility and relatability of the material.

¢ One way to demystify the banking experience is to provide interactive demos of banking services
and operations. By demonstrating how transactions operate, BC/Fs may allay any worries or doubts
clients might have.

e It's critical to follow up with clients following the initial exchanges. Follow-up visits can be made by
BC/Fs to answer any more queries, offer more help, and direct clients through the application or
transaction process.

¢ Providing client endorsements or success stories can increase trustworthiness. Examples from
everyday life illustrate the benefits of banking services and could encourage others to think about
implementing comparable fixes.

'
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Mapping customer needs with offered products

The Business Correspondent/Facilitator (BC/F) job includes the critical function of matching client
demands with provided items through analysis. Here is a thorough how-to instruction for BC/Fs to
carry out this process successfully. By using these techniques, BC/Fs can match the demands of their
customers with the supplied goods and services through methodical analysis. This improves client
happiness while also helping financial inclusion programmes succeed overall.

Pic Credit: www.technobriz.com

e Talk to clients: Have honest, in-depth discussions with clients to learn about their financial objec-
tives, difficulties, and desires. As you actively listen to their worries, find out more about their present
financial circumstances.

¢ Assess Financial Status: Perform financial health examinations to determine the income, spending,
savings, and debt of your clients. This research highlights areas where banking services might be
valuable and offers insights into their overall financial well-being.

¢ Think About Life Stages: Recognise the many stages of life that your clients are going through, such
as beginning a new job, getting married, having kids, or making retirement plans. Make product
suggestions that are tailored to the unique requirements connected to each period of life.

¢ Think About Demographics: Segment clients based on their characteristics to better understand
their particular demands. Individuals such as young professionals, families, retirees, and businesses
may have specific needs that might be met by customised goods.

 Provide Tailored Guidance: Based on the customer's financial objectives, provide tailored financial
advice. This might include suggestions for investment strategies, savings programmes, and other
financial products that fit their goals.

¢ Encourage the development of financial literacy: Increase client financial literacy by the use of
instructional programmes. Give them information about different banking services, products, and
advantages so they can make wise decisions.

¢ Collect Feedback: Make use of consumer surveys and feedback systems to inquire directly about
the demands and satisfaction levels of your clients. Utilise this data to enhance the range of items that
are being supplied.

¢ Consider Comprehensive Solutions: Encourage clients to consider all of their options when it
comes to their financial objectives. Offer solutions that support a comprehensive approach to finan-
cial planning by addressing both short- and long-term goals.
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e Assessing Tolerance for Risk: Determine the preferences and risk tolerance of your clients. Make
product suggestions that are specific to their risk profiles so that their financial preferences are metin
a way that is both comfortable and appropriate.

e Utilise Frontline Insights: BC/Fs frequently deal with clients directly. Use these exchanges to your
advantage to learn important details about the wants, requirements, and pain areas of your custom-
ers.

e Market intelligence: is the ability to keep track of shifts in the financial environment and market
trends. Keeping abreast of industry advancements, new product releases, and regulatory changes
enables BC/Fs to match their product offerings to changing client demands.

¢ Uphold Continued Relationships: Create and preserve a continuing rapport with clients. Frequent
follow-ups offer chances to review requirements, deal with evolving situations, and roll out new
goods or services as needed.

¢ Collaborative Approach: Gain a thorough understanding of the whole array of products and services
offered by collaborating closely with financial institutions. Work together with these organisations to
make sure that the items being supplied suit the wide range of demands that your clientele has.

e Apply Data Analysis: Use data analytics technologies to find trends and patterns in the behaviour of
your customers. Marketing plans and product suggestions can be informed by data-driven insights.

Effective analysis of Customer Financial details

To accomplish their roles as providers of customised financial solutions and advocates for financial
inclusion, Business Correspondents and Business Facilitators (BC/Fs) must evaluate consumer finan-
cial facts effectively. Personalised talks regarding income, spending, savings, and financial objectives
are conducted by BC/Fs with their clients to build trust and promote candid communication. A
thorough evaluation of a customer's financial well-being that takes into account their assets, liabili-
ties, income sources, and responsibilities is made possible by conducting financial health checks.
BC/Fs obtain insights into their client's financial interests and behaviours by analysing debt and credit
histories, studying income and expenditure trends, and analysing savings and investing habits.
Proposing pertinent options, such as investment possibilities, savings programmes, or loan products
that complement both short- and long-term objectives, requires this knowledge.

Furthermore, evaluating risk tolerance and identifying life-cycle requirements help to further improve
product suggestions. In addition to providing individualised guidance, assessing a customer's financial
information is critical for risk reduction, regulatory compliance, and removing obstacles to financial
inclusion. Through comprehensive financial planning and educated decision-making, BC/Fs empower
customers and cultivate enduring relationships based on trust and loyalty. All things considered, this
thorough assessment is invaluable for personalising financial advice, encouraging financial inclusion,
guaranteeing compliance, and enabling clients to take charge of their financial well-being.
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¢ Comprehend
individual's objectives
and situations

s Improves the relevance
of offered goods and
services

s Recognize any risks and
difficulties

* Protected Financial
vulnerabilities

* Recognize unfulfilled
financial requirements

¢ Aid in integration of
marginalised
communities

s Adherence to legal
regulations

* Improves security and
integrity of financial
transactions

Figure 1.2.3: Importance of evaluating customer financial details

— Unit 1.2.4: Role of BC/F in assisting customers in
application processing

Business Correspondents and Business Facilitators (BC/Fs) are essential during the first phase of client
engagement because they converse with people who indicate interest in using banking services or
products. This kind of engagement can take place in a variety of settings, including in-person meet-
ings, public events, and online communication platforms. By using these many channels, BC/Fs build
relationships with clients and provide the groundwork for an inclusive and customised banking experi-
ence.

After that, at the information gathering stage, BC/Fs go about obtaining the necessary information
from clients to fully comprehend their distinct demands and specifications. This entails gathering data
such as the customer's financial objectives, personal information, and the particular banking product
or service they are interested in. BC/F performs the following activities to assist customers effectively:

* Help with Application Forms: BC/Fs help clients correctly complete application forms. This entails
elucidating every segment of the form, validating the data provided by the client, and guaranteeing
that all mandatory areas are accurately completed.

¢ Document Verification: BC/Fs are involved in the process of confirming the supporting documenta-
tion that clients send with their applications. To make sure the application is comprehensive and
meets all documentation standards, this stage is essential.
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e Application Submission: BC/Fs help the appropriate financial institution receive completed applica-
tions and accompanying documentation. This might entail using digital channels for the submission
procedure or working with the closest bank branch.

¢ Query Resolution: BC/Fs respond to any questions or issues that clients may have during the appli-
cation process. They serve as a liaison between the client and the financial institution, guaranteeing
that inquiries are addressed efficiently and quickly.

¢ Follow-up and Status Updates: BC/Fs get in touch with clients regularly to inform them of the prog-
ress of their applications. This includes updating clients on the status of their requests, any new speci-
fications, and the anticipated processing times.

¢ Coordinate with Banking Institutions: To expedite the application processing, BC/Fs work closely
with banking institutions. They make sure that the necessary paperwork is correctly provided and that
the applications adhere to the requirements set out by the bank.

J
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Multiple Choice Questions (MCQs)

1. What is the primary goal of customer segmentation in banking?
A. Simplifying internal processes

B. Tailoring services to specific customer needs

C. Reducing customer interactions

D. Standardizing product offerings

2. Which of the following is a demographic factor used in customer segmentation?
A. Technological preferences

B. Geographic location

C. Attitude towards risk

D.Spending patterns

3. In approaching young professionals, which communication channel is likely to be most effective?
A. Traditional print media

B. Social media and digital platforms

C. Radio advertisements

D. Direct mail

Fill in the blanks:

1. Customer segmentation involves dividing a diverse customer base into groups
based on shared characteristics.

2. To effectively map customer needs with offered products, Business Correspondents and Business
Facilitators (BC/Fs) need to possess strong skills.

True/ False Statements:
1. Customer segmentation is a one-time process and does not require regular updates.
2. BC/Fs should approach all customer segments in the same way to maintain consistency.
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Matching Questions:

1. Match the customer segment with the appropriate characteristic:
Customer Segment: Retirees

Characteristic:

2. Match the communication channel with the suitable customer
Communication Channel: Community events and local gatherings
Customer Segment:

Scenario-based Questions:

Scenario: A BC/F is approaching a customer who is a small business owner. What factors should the
BC/F consider when mapping the customer’s needs with offered products? Provide two consider-
ations.
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Unit 1.3: Understanding Risks, Compliance, Documentatio

and Information System Updates and Reporting

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:
e Evaluate Risks Associated with Banking Products

¢ Adhere to Compliance Procedures in Banking Operations

¢ |dentify and fulfil Documentation Requirements for Applications
e Utilize and maintain Standard Formats for Reports

e Accurately Update Customer Details in Information Systems

— 1.3.1: Risks associated with Banking products

There are various strong arguments for students who want to work in the banking industry, especially
in positions like Business Correspondents and Business Facilitators (BC/Fs), to have a thorough aware-
ness of the risks involved with banking products. First of all, being aware of these hazards gives them
the information they need to interact with clients efficiently. As a middleman between the bank and
its consumers, BC/Fs are knowledgeable about potential hazards and can communicate this informa-
tion to clients openly and honestly. Second, a key component of client education is comprehending
hazards. Customers with more education are better able to select appropriate banking products,
handle any risks, and make well-informed financial decisions. Thirdly, market dynamics, laws, and
economic conditions are always changing in the dynamic context in which the banking sector oper-
ates.

One might almost say that bank management is the business of taking risks. Operating on the tenet of
avoiding all risks may cause financial institutions to stagnate and fail to sufficiently provide the com-
munity's legitimate credit demands. However, a bank that takes on too much risk is sure to have prob-
lems. There are several ways to describe and categorise banking hazards, and one could compile a
lengthy list of the different kinds of risks to which banks are vulnerable. This chapter will look at six
primary categories of risk:

1. Credit Risk: One of the largest financial hazards in banking is credit risk, which arises when counter-
parties or borrowers don't fulfil their commitments. To determine the credit risk involved, lenders
must anticipate and project the likelihood that the borrower will repay the whole loan amount,
including principal and interest. Credit risk encompasses more than just the possibility that borrowers
won't be able to make their payments; it also includes the possibility that payments will be late, which
might also put the bank in danger. When a company's credit status deteriorates, the capital markets
respond by raising the interest rates on its debt issuance, decreasing the value of its shares, and/or
lowering the evaluation of its debt quality.

2. Liquidity Risk: The capacity of a bank to satisfy its cash and collateral commitments without suffer-
ing significant losses is referred to as liquidity. The possibility of suffering losses when an investment
or commodity cannot be exchanged without changing its market value is known as liquidity risk. The
possibility that banks won't be able to meet one or more of these requirements is known as liquidity
risk. To meet their liquidity demands, banks must make sure that their mix of different assets and
liabilities is adequate. The decision on which of the many liquidity sources to use should be based on
several considerations, such as the following:

e the reason why cash is required;

e access to liquidity markets;
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* management approach;

e costs and features of the different liquidity sources;

e interest rate projections

A common unavoidable consequence of banking activities is liquidity risk. A bank normally takes
short-term deposits and extends long-term loans; thus, there is a risk of liquidity and a cost associated
with the difference in maturities. The temporal profiles of the anticipated sources and uses of cash
may be used to determine the bank's liquidity status, and institutions should manage liquidity gaps
within reasonable bounds.

Risks Involved in Banking Industry
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3. Interest Rate Risk: Interest rate risk is the degree to which banks' earnings are impacted by fluctua-
tions in interest rates, which have varying effects on obligations and assets. Because their balance
sheets aren't linked, banks are vulnerable to interest rate risk. Bankers have a strong incentive to
position the bank per their strong beliefs about future interest rate movements. They will increase the
interest sensitivity of assets relative to liabilities when a rise in rates is anticipated, and they will take
the opposite action when a fall is anticipated. Mixing assets and liabilities can raise or decrease expo-
sures. Current exposures are assessed, and future exposures are projected, using methods like inter-
est-margin variance analysis (IMVA).

4. Market Risk: This is related to the risk of loss brought on by unfavourable variations in the trading
portfolio's value, which can occur as a result of changes in the price of commodities, equities, interest
rates, or foreign exchange. It occurs when banks keep stock as collateral or when they hold financial
instruments in the trading book. Market risk has grown as a result of the significant growth in the size
and activity of several big banks' trading portfolios.

5. Operational Risk: Technical issues (such as those with a bank's information systems or risk controls)
or organisational issues (such as those with an internal reporting, monitoring, and control system)
give rise to operational risk. Technical operational risks can take many different forms (e.g., inaccurate
transaction recording, information system flaws, or lack of appropriate risk measurement tools).

6. Solvency Risk: This pertains to the risk of not having enough capital to cover losses caused by all
kinds of hazards, which is essentially the risk of the bank failing. The problem of sufficient capital is
crucial for the stability of the banking system from a regulatory perspective. Determining the proper
capital level for a given level of overall risk is essential to managing solvency risk. The following is a
summary of the main ideas at play:

e Capital is the best defence against possible losses caused by risks.

¢ It should be increased to the extent necessary to guarantee that all risks have the potential to
produce losses.

¢ To put the latter into practice, every risk needs to be measured in terms of possible losses, and a way
to calculate total potential losses should be found by adding up the possible losses of each risk.

'
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— 1.3.2: Compliance Procedures in Banking Applications

For banking transactions to maintain the integrity, security, and moral standards of the financial
system, compliance measures are necessary. These processes function as a collection of standards
and regulations that banks and other financial institutions must follow to guarantee regulatory com-
pliance, stop financial crimes, safeguard clients, and keep the banking industry stable as a whole.

First and foremost, compliance protocols are essential for preventing financial crimes including
money laundering and financing of terrorism. Banks may monitor transactions, identify odd or suspi-
cious activity, and verify the identity of their clients by putting strong customer due diligence (CDD)
and know-your-customer (KYC) systems in place. These precautions are essential for the financial
institution's safety as well as for keeping illegal money out of the banking system, which helps with
the larger fight against international financial crimes.

Second, the purpose of compliance processes is to guarantee that consumers are treated fairly and
morally. Following data security and privacy regulations is crucial since banking transactions handle
sensitive financial and personal information. Consumers rely on banks to protect their personal infor-
mation, and compliance measures uphold that confidence by defining standards for safe data
processing, privacy, and moral behaviour in financial transactions.

Furthermore, by encouraging ethical corporate conduct and risk management, compliance processes
support the general stability of the banking industry. The goals of the rules and policies established by
regulatory authorities are to guard against systemic risks, guarantee the stability of institutions'
finances, and preserve public trust in the banking sector. Banks can reduce operational, credit, and
market risks by following these protocols, which will improve the stability and dependability of the
financial system.

Furthermore, compliance protocols support process standardisation within the banking sector. Stan-
dards for compliance should be uniform to guarantee fair competition, lessen the possibility of uneth-
ical behaviour, and enable regulatory agencies to effectively oversee businesses. In addition to
improving the efficiency and openness of banking operations, this standardisation helps the financial
services industry become more credible and competitive overall.

Business Correspondents and Business Facilitators (BC/Fs) are responsible for ensuring ethical
behaviour, regulatory compliance, and client protection in banking applications. They should be
knowledgeable about the different compliance procedures. Key compliance protocols that BC/Fs
need to be aware of are as follows:

¢ Customer Due Diligence (CDD): When onboarding new clients, BC/Fs are required to adhere to CDD
protocols. This entails gathering and confirming client data to stop fraud, identity theft, and money
laundering.

'



Business Correspondent/Facilitator  ——

¢ Know Your Customer (KYC) requirements: BC/Fs must follow KYC requirements, which entail
confirming clients' identities, addresses, and other pertinent information. Maintaining the integrity of
the financial system and guaranteeing the validity of consumer transactions depend on this.

¢ Anti-Money Laundering (AML) Compliance: BC/Fs need to be knowledgeable about AML policies
and guidelines. This entails keeping an eye on transactions, flagging questionable activity, and putting
policies in place to stop money laundering inside the financial system.

¢ Counter Financing of Terrorism (CFT): BC/Fs must have CFT procedures in place to identify and stop
money from going towards terrorist endeavours. Reporting any suspected transactions linked to the
funding of terrorism is part of this.

* Data Protection and Privacy Policies: To secure consumer information, BC/Fs are required to abide
by data protection and privacy policies. This includes protecting client information, getting approval
to process data, and maintaining privacy.

¢ Transaction Monitoring: To spot odd or suspicious activity, transactions must be regularly moni-
tored. Any transactions that don't follow standard consumer behaviour should be reported by BC/Fs
to the appropriate authorities.

* Reporting of High-Value Transactions: Per legal regulations, BC/Fs are required to record high-value
transactions. To stop possible financial crimes, this entails reporting transactions to the appropriate
authorities that are above certain criteria.

e Compliance with Regulatory Agencies: BC/Fs are required to keep themselves updated on and
abide by the regulations imposed by the pertinent regulatory agencies that keep an eye on the bank-
ing industry. This entails comprehending and putting into practice directives from financial regulatory
bodies or central banks.

* Fair Practices and Ethical Behaviour: BC/Fs must abide by fair practices and ethical behaviour. This
entails behaving honourably towards consumers, giving correct information, and refraining from
dishonest or false tactics.

¢ Training and Skill Development: Two essential compliance practices are ongoing education and skill
development. To be informed about new hazards, regulatory changes, and industry best practices,
BC/Fs should regularly participate in training.

¢ Handling Potential Conflicts of Interest: BC/Fs are required to handle and reveal any conflicts of
interest that would make it difficult for them to work in the best interests of their clients. Fair transac-
tions and openness are ensured by this.

¢ Record Keeping and documenting: Accurate record keeping and thorough documenting of business
dealings and client communications are crucial components of compliance protocols. This facilitates
consumer dispute resolution, regulatory evaluations, and audits.

'
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- 1.3.3: Document requirements for banking applications

Depending on the kind of service or product being asked for, different documentation is needed for
banking applications. Nonetheless, some standard papers are usually needed for different banking
procedures. The broad categories of paperwork needed for various banking applications are listed
below:
| S.No. Activity Requirement
1 Account Opening Individual Accounts:
e |dentification Documents (passport, government—issued ID, etc.)
e Evidence of Address (Utility Bill, lease, etc.)
e Passport-size photos
e PAN (Permanent Account Number) Card
Business / Corporate Accounts:
e Business Registration documents
e Articles of Association and Memorandum
e Board Resolution for the creation of an account
e KYC documents of authorized signat ories
2 Loan Applications e Loan application form
e Verification of Name and address
e Income documentation (Salary slips, income tax returns for
individuals, financial statements)
e Details of employment and business
e Property documents (for mortgage loans)
e Band records
1. Credit card e Credit card application form
Applications e Evidence of address and identity
e Income verification
e Employment details
e Bank statements
2. Fixed Deposit or e Application Form
Savings Account e Proof of Identity and Address
e Passport-sized photos
e PAN Card
3. Loan against property e Loan application form
e Proof of identity and address
e Property Documents
e Evidence of Income
e Bank Statements
4. Online Banking e Application Form
Services e Verification of identity and account information
e Email address and mobile number
5. Demat Account e Demat account opening form
Opening e Proof of identity and address
e Passport-size photos
e PAN Card
e Bank account details
6. Safe Deposit Box e Application form for safe deposit box
rental e Validation of Name and Address
e Passport-sized photos
7. Mobile Banking or e Application form
ATM Card application = e Validation of Name and Address
e Passport-sized photos
e Account details
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- 1.3.4: Types of standard format for reports

There are several kinds of standard report formats that are used in the context of banking operations
and the functions of Business Correspondent/Facilitator (BC/F). To record and present data on sever-
al facets of banking services, these reports are essential. Following are a few examples of typical
standard report formats:

Market Segmentation Top Key Players

REPORT
|| OVERVIEW

Kev Industry Development

¢ Transaction Reports: Customers' deposits, withdrawals, fund transfers, and other financial activities
are all included in detail in these reports. They give a brief overview of the customer's account activi-
ties over a predetermined time frame.

¢ Reports on Customer Status: A summary of a client's current situation, including account balances,
transaction histories, and any outstanding debts, is given in customer status reports. These reports
are useful in evaluating each customer's financial situation.

e Compliance Reports: Compliance reports record conformity to organisational guidelines and legal
obligations. They could contain details on anti-money laundering (AML) protocols, KYC compliance,
and other regulatory requirements.

* Performance Reports: Performance reports evaluate how well BC/Fs perform in achieving goals and
targets. Key performance indicators (KPIs), accomplishments, and development opportunities might
all be included in these reports.

¢ Financial Statements: An all-encompassing picture of the bank's or financial institution's financial
health is provided by financial statements such as the balance sheet, income statement, and cash flow
statement. Stakeholders and regulatory agencies need these reports.

e Target Achievement Reports: Target accomplishment reports provide an overview of the steps
taken to date to meet the bank's specified objectives. These might be goals for generating income,
acquiring new clients, or achieving other performance indicators.

e Risk assessment Reports: Reports on risk assessment analyse the possible hazards connected to
different banking operations. An examination of credit risk, market risk, operational risk, and compli-
ance risk may be part of this.
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¢ Product Performance Reports: These studies evaluate the effectiveness of particular banking
services and products. They could contain data on client opinions, product adoption rates, and profit-
ability analyses.

¢ Security and Incident Reports: Reports on security and incidents record any occurrences, fraud
attempts, or security breaches. They are essential for quickly looking into and resolving security-relat-
ed issues.

e Market research and customer segmentation Reports: The demographics and interests of target
consumer categories are revealed in reports about market research and customer segmentation.
Marketing plans and product development are guided by this information.

— Unitl.3.5: Updating customer details in Information

Systems

One of the most important and basic responsibilities of the Business Correspondent/Facilitator (BC/F)
position is updating client data in the systems. This procedure is extremely important as it immediate-
ly affects the precision, safety, and effectiveness of banking activities, guaranteeing a smooth and
reliable client experience.

First and foremost, the foundation of a trustworthy and compliant financial system is accurate client
data. BC/Fs help to keep the information system's integrity intact by routinely updating client details
such as addresses, phone numbers, and other personal information. Meeting regulatory standards is
contingent upon its correctness, especially regarding Know Your Customer (KYC) compliance and
anti-money laundering procedures.

Moreover, the provision of effective and customised services depends on having up-to-date consum-
er information. Banks may customise their services to better match the distinct requirements and
preferences of each consumer when their customer profiles are up-to-date and thorough. Ensuring
that banking services are in line with the varied needs of the client base, especially those in rural and
underserved regions, this in turn improves the overall customer experience and fosters financial inclu-
sion.
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Customer data security is yet another important factor to take into account. Frequent updates
contribute to protecting sensitive customer data's security and confidentiality. Customers are
safeguarded from potential security breaches and unauthorised access by BC/Fs, which immediately
reflect changes in the information system.

Moreover, reliable and current client data is critical to the smooth functioning of banking operations.
Transactions may be completed quickly and client demands can be promptly handled when informa-
tion is up to date. For BC/Fs operating in distant or rural locations, where timely access to banking
services can have a substantial influence on the financial well-being of individuals and communities,
this efficiency is especially important.

Essentially, BC/Fs' updating of customer data is not just a formality; rather, it is a fundamental compo-
nent of a dependable, client-focused, and safe banking system. It strengthens data security, improves
service quality, complies with regulations, and advances the larger objective of promoting stability
and financial inclusion. The profitability and integrity of the whole banking ecosystem are dependent
on BC/Fs' dedication to upholding correct client information since they serve as a crucial link in closing
the gap between regular banking services and underserved communities.

J

— Exercise |: £

Multiple Choice Question (MCQ)

1. What type of risk is associated with the possibility of borrowers failing to repay their loans?
A. Operational risk

B. Credit risk

C. Market risk

D. Liquidity risk

2. Which regulatory body oversees banking operations in many countries and sets standards for
ant- money laundering (AML) and combatting the financing of terrorism (CFT)?

A. SEC (Securities and Exchange Commission)

B. RBI (Reserve Bank of India)

C. FATF (Financial Action Task Force)

D. FDIC (Federal Deposit Insurance Corporation)

3. Which type of report provides a snapshot of a company's financial position at a specific point in
time?

A. Income Statement

B. Balance Sheet

C. Cash Flow Statement

D. Audit Report
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True / False
4. Interest rate risk is the risk of losses in a bank’s financial portfolio due to adverse movements in
interest rates.

5. Submitting falsified documents during the loan application process is considered a breach of com-
pliance.

6. BC/Fs should update customer details in information systems even if the changes seem minor to
ensure accurate and up-to-date records.

Fill in Blank:

7. The process of verifying the identity of customers to prevent fraud and comply with regulations is
known as

8. A Transaction Report typically includes details of
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— Key Learning Outcomes | ¢

At the end of this module, the participants will be able to:

e |dentify various types of application forms and supporting documents required for account opening
¢ Execute Account opening procedures and document verification

e Comprehend Legal procedures involved in account opening applications
e Acquire and authenticate required documents

¢ Maintain and update documents and information in customer systems
e Ensure proper transmission of Application Files to the Branch

e Employ Effective strategies for Engaging with Customers

e Educate Customers About Account Categories

e Solicit Referrals Regarding Customer Records or Business

e Gather and deliver additional Customer Information

e Follow Standard Procedures for Delivering Documents and Materials

e Utilize Standard Format for Reports in Banking

¢ Recognize the Significance of Following Proper Procedures
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Unit 2.1: Application forms and supporting documents required
for opening

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

e |dentify various types of application forms and supporting documents required for account opening
e Execute Account opening procedures and document verification

e Comprehend Legal procedures involved in account opening applications

e Acquire and authenticate required documents

e Maintain and update documents and information in customer systems

e Ensure proper transmission of Application Files to the Branch

Application forms are crucial to the account opening procedure since they act as official records of a
customer's request to open a bank account. These forms are essential for gathering vital information
about the account holder, including personal information, proof of identity, and preferences on the
kind of account and services to be used with it. Banks may make sure that applicants follow regulatory
requirements, including Know Your Customer (KYC) standards, which are essential for stopping fraud-
ulent activity and meeting legal obligations, by making them fill out these forms. Furthermore, banks
can efficiently customise their services by using the information supplied in the application forms to
better understand the financial requirements and objectives of their customers. Filling out application
forms is a critical first step in establishing openness, keeping correct records, and enabling a seamless
account opening process for the bank and the client.

— 2.1.1: Type of application forms for various accounts

The kinds of application forms needed to create different accounts at a bank might change depending
on the account type and services offered. The following are typical forms of applications for various
accounts:

Savings Account:
Those who wish to start a simple savings account should complete this form. Personal data, identifica-
tion documentation, proof of address, and other pertinent information are usually needed.

Current Account:
Current accounts are frequently chosen by companies and people that need to make regular transac-
tions. Information about the company or individual, identification documentation, business registra-
tion documents (for companies), and other required data are all included in the application form for
a current account.

Fixed Deposit Account:

Fixed deposit accounts are used by those who want to invest a large sum of money for a certain time.
Personal information, deposit amount, duration, and nominee details are required on the application
form for a fixed deposit account.

Recurring Deposit Account:
People who wish to deposit money every month and receive interest on the total amount over time
use this form. The application form requests tenure, deposit amount, and personal information.
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Joint Account:

A joint account application form is used when two or more people wish to create an account jointly.
It contains the relationship between each account holder, their personal information, and the method
of operation (such as a single or shared signature).
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ample form for opening an account

Demat Account:
A Demat account is used by investors who wish to keep and trade stocks electronically. Financial data,
personal data, and nominee details are all included in the Demat account application form.

NRI Account:

To open an account in India, Non-Resident Indians (NRIs) or Persons of Indian Origin (P1Os) must fill
out a special application. Details like NRI status, evidence of a foreign residence, and other pertinent
data are needed.

Loan Application Form:

A loan application form must be completed by anybody applying for a loan, including companies. This
form gathers data on the borrower's financial situation, the loan's objective, the specifics of the collat-
eral, and the terms of repayment.

Supporting documents required for account opening

Depending on the kind of account and the financial institution's regulations, different supporting
papers may be needed to create an account. Nonetheless, the following kinds of supporting docu-
mentation are frequently needed when creating an account:
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Proof of identity (Any of the
following):

Identity Verification (Any of
the Following):

Card with PAN (Permanent
Account Number):

Income Verification (for
specific services and
accounts):

Business registration
documents (for current
accounts and businesses):
Nomination Paperwork:

Documents for Know Your
Customer (KYC):

Proof of Foreign Address for
NRI Accounts:

Photos the size of a passport:

e The Aadhar card

e The passport

e Voter identification card
e Licenceto drive

e PAN Card

o Utility bills (gas, water, electricity, etc.)

e Tenancy agreement

e Address-based bank statements

e passport (if it's not being used to prove identification)

Usually, to open an account, two current passport-sized photos
are needed. Each bank may have a different precise figure.

PAN cards are frequently required for specific transactions and in
order to abide with tax laws. It is often necessary in order to open
an account.

e Payslip
e Form16
e Acknowledgement of income tax return (ITR)

e A company's certificate of incorporation
e For partnership companies, the partnership deed
e Store and Place of Business Accreditation

In order to designate the nominee who would inherit the account
in the case of the account holder's passing, customers could be
asked to complete a nomination form.

It can be necessary to get more KYC papers in order to meet
regulatory requirements. This might contain a statement of the
funding source, information about one's employment, and other
pertinent data.

Non-resident Indians, or NRIs, could also need to present
additional KYC documentation and verification of their overseas
residence.

- 2.1.2: Account opening procedures and document verification -

For those looking to connect with a bank and have access to various financial services, creating an
account is a crucial first step. Potential clients are greeted and given an introduction to the banking
environment, including a rundown of the many banking products and services, before actually open-
ing an account. When it comes to assisting clients in understanding the characteristics and advantages
of various account kinds, bank representatives or business correspondents are essential. In this first
stage, clients get education on the significance of adhering to Know Your Customer (KYC) guidelines
as well as the necessary paperwork for the account opening procedure.
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Fig. 2.1.1: Account opening process

Legal procedures involved in account opening applications

It is imperative to acknowledge that the legal procedures mentioned below are only suggestive, and
that particular needs may differ contingent upon the rules of various financial institutions and banks.
Furthermore, laws and policies might change, which would affect the legal processes associated with
creating an account.

Type of Account Legal Procedures Involved

Savings Account  Submission of KYC documents, like, identity and address proof.
Compliance with regulatory requirements set by the Reserve Bank of India
(RBI).

Current Account  Submission of KYC documents for individuals and additional documents for
businesses (business registration documents, partnership deed, etc.).
Adherence to RBI guidelines and compliance with anti -money laundering
(AML) and KYC regulations.

Fixed deposit Submission of KYC documents, along with the deposit amount and tenure

Account selection.
Compliance with tax regulations, especially regarding TDS (Tax deducted at
source) on interest income

Recurring Submission of KYC documents, deposit amount, and details of the recurring

Deposit Account  deposit plan
Adherence to tax regulations, with TDS applicable on the interest end.

Joint Account KYC documentation for all account holders, specifying the mode of operation
(single or joint signature)
Compliance with regulato ry guidelines, ensuring all joint account holders
meet eligibility criteria

Demat Account Submission of KYC documents, including proof of identity and address
Registration with a depository participant (DP) and compliance with
Securities and Exchange Board of India (SEBI) regulations.

NRI Account Submission of KYC documents along with proof of NRI status and foreign
address proof
Adherence to regulations specified by RBI for Non -Resident External (NRE)
and Non-Resident Ordinary (NRO) accounts

Loan Application = Completion of the loan application form, detailing the objectives, amount,
and collateral (if applicable)
Verification of creditworthiness, income proof, and compliance with lending
norms set by the bank and regulatory authorities.
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— 2.1.3: Obtaining, verifying and updating documents

Obtaining and verifying required documents

Accuracy, compliance, and security are ensured by a methodical approach to the process of acquiring
and confirming the necessary documentation for creating an account. A list of necessary papers is
sent to a customer by the bank or Business Correspondent when they indicate interest in opening an
account. Subsequently, the client provides these papers, together with identification, address, and
other pertinent data. The provided papers are meticulously verified by the bank or Business Corre-
spondent to ensure their authenticity and completeness. To make sure the customer's identification
isn't c

d to any illegal activity, this may involve anti-money laundering (AML) investigations, biometric verifi-
cation for increased security, and cross-verification against external databases. All procedures are
carried out strictly per legal requirements, including the Reserve Bank of India's (RBI) Know Your
Customer (KYC) criteria.

The account opening request is either accepted or denied after the verification procedure, depending
on the verification outcomes. If accepted, the customer receives information about the status of their
account and an account kit that includes important information including the account number, pass-
book, and chequebook (if applicable) is provided. This expedited procedure seeks to give clients a
simple account opening experience while establishing a safe and legal banking connection.

Here is the process of obtaining and verifying the required documents:

For further protection, biometric verification with iris or fingerprint scans is possible. |

1.Tell the customer how their request to open an account is progressing
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Updating customer information systems

The next important step is to update the data in the bank's information systems after confirming the
customer's documentation. This procedure guarantees that the client's information is appropriately
documented and kept on file for future use. The following are the actions needed to update consumer
data in information systems:

CORE BANKING SYSTEM

Fig. 2.1.3. Pic credit: www.medium.com

1. Data entry: The bank's information systems get validated client information entered by trained
bank employees. This includes updating account information, personal data, and any other data gath-
ered throughout the account opening procedure.

2. Validation Checks: To make sure that the data submitted is accurate and consistent, the system
may carry out validation checks. This could involve making sure that everything is accurate in terms of
format, completeness, and compliance with set guidelines.

3. Connectivity with the central banking system: The bank's core banking system, which acts as a
centralised repository for handling a variety of banking operations, including client accounts, transac-
tions, and financial products, is connected with customer information.

4. Updates to the documentation: Physical records belonging to the client, including the account
opening form and KYC papers, may be connected to their digital information in the information
system, labelled correctly, and maintained safely.

Some examples of Information Systems used by banks are as follows:

¢ Core Banking System (CBS): frequently employed by banks to oversee transactions, customer
accounts, and other banking functions.

¢ Customer Relationship Management System (CRM): aids in monitoring communication history,
handling customer encounters, and offering behavioural insights.

¢ KYC Database: Some banks communicate client information securely and expedite the KYC process
by utilising centralised KYC registries.

For Business Correspondents and Business Facilitators (BC/Fs), updating client records in the system
is essential. To guarantee accuracy, security, and compliance, this process calls for much thought.
Data security and privacy are two of the most important things that BC/Fs should be aware of. To
guarantee that client information is treated with the highest secrecy and kept safely in compliance
with legal requirements, BC/Fs are required to closely follow data protection policies. Additionally, to
reduce the possibility of mistakes that might result in inconsistencies in the data, BC/Fs should take
care while precisely transcribing and updating client details. For BC/Fs to keep current on the newest




ey Participant Handbook

data handling practices and to emphasise the need to preserve the integrity of client information,
regular training and awareness programmes are essential.

In addition, BC/Fs need to exercise caution when it comes to adhering to legal requirements and
policies regarding the handling of consumer data. Updates to client records must comply with applica-
ble rules and the Know Your Client (KYC) guidelines. To find and quickly fix any inconsistencies, the
information system should undergo routine audits and reviews. By being cautious in these areas,
BC/Fs help to preserve the integrity of the financial services they provide, foster consumer confi-
dence, and guarantee the protection of their clients' data.

Responsibility of BC/F in sending application files to the Bank

In the process of enabling financial transactions and services, Business Correspondents and Business
Facilitators (BC/Fs) play a vital role in submitting application files to the bank. Following their interac-
tions with customers, gathering required paperwork, and helping with the application process, BC/Fs
are essential in making sure the application files are correctly and safely sent to the bank. Multiple
duties are involved in this process:

= all pertinent = BCBF= are requined = Following B\ruubigeﬂecwe = |norder to enzure 3 = |n order to speed up = For future:
application forms, to confirm that compilation and proceszing and sezmlusandopm Iheappiﬁllnn communications and
dient records, and application files are verification of the reduding customer flow of i P ing schedubs, reference, BCBF:
any other acourate and full, application filez, zervice delays, BOBF: BCBFs may nesd to BCBFs may be keep thorough
information needed that all required BCBFz zand the filez are ezzentialin speak with bank induded in the reconds of the
by the bank to documentation is to the chosen bank guarantssing the employees in onder follow-up procesz. application files
process applications induded, and that branch in 3 secure timely submizzion of to darify or give They will respond to submitted to the
must be gathered by the information manner. This may be application files o oontext for certain any questions or bank, establizhing a
BCBFs supplied ¢ ED: i the bank. applications. requests for further well-organized and
with the bank’s u=ing recognised information from the auditable rrail.
critena routes of bank.
communication,
guaranteeing the
integrity and privacy
of dient data
Fig. 2.1.4
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Multiple Choice Question (MCQ)

1. What is the purpose of having different types of application forms for various accounts?
A. To confuse customers

B. To simplify the account opening process

C. To limit the choice process

D. To increase paperwork

2. Why is it important to follow legal procedures in account opening applications?
A. To increase paperwork

B. To ensure compliance with regulations

C. To confuse customers

D. To delay the process

3. What is the purpose of updating documents and information in computer systems?
A. To create more paperwork

B. To ensure data remains outdated

C. To maintain accurate and current records

D. To confuse customers




Business Correspondent/Facilitator

Fill in the blank
4. Proof of identity and is commonly required for account opening.
5. Business Correspondents and Facilitators play a key role in application files to the bank.

True/ False

6. The procedure for opening an account involves obtaining and verifying customer documents.
7. Cross-verification may involve checking customer information against external databases.

8. The timely submission of application files to the bank is crucial for efficient processing.

Subjective Questions

9. Explain the significance of having different types of application forms for various accounts. How
does this contribute to a smoother account for an opening process?

10. Elaborate on the role of supporting documents, such as proof of identity and address, in the open-
ing process. How do these documents contribute to the overall security and compliance of the bank-
ing operations?
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Unit 2.2: Customer Engagement Modes

.

— Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

e Employ Effective strategies for Engaging with Customers
¢ Educate Customers About Account Categories

¢ Solicit Referrals Regarding Customer Records or Business
¢ Gather and deliver additional Customer Information

— 2.2.1: Effective modes of Engaging with customers

Customer Engagement

In banking, the term "customer engagement" describes the continuing communication and relation-
ship-building that take place between a financial organisation and its clients. It entails establishing
satisfying and uplifting experiences that promote client loyalty, contentment, and a feeling of kinship
with the bank. It transcends simple transactions. Maintaining a long-lasting, mutually beneficial
connection with consumers and bringing in new ones all depend on effective customer interaction.

Personalised service and communication are crucial components of client engagement. Banks make
an effort to comprehend each customer's particular needs, preferences, and financial objectives. For
example, a bank might interact with a client by providing tailored financial guidance based on the
client's past transactions, spending habits, and stage of life. This might entail recommending credit
products, investment possibilities, or customised savings strategies that complement the client's
financial goals.

Providing easy and convenient banking experiences is another aspect of client involvement. Positive
engagement may be achieved, for instance, by a bank providing user-friendly mobile banking apps,
effective online services, and attentive customer care. Clients value a bank that makes it simple for
them to get pertinent information, manage their accounts, and make transactions.

In addition, proactive communication from the bank is part of customer engagement. This covers
information about new services, modifications to policies, and security measures. A bank might show
its concern for its clients' financial well-being by, for example, promptly alerting them to any fraudu-
lent activity on their accounts.

Customer engagement is also influenced by social responsibility and community involvement
programmes. Positive brand perceptions are produced by banks that actively take part in neighbour-
hood events, sponsor community initiatives, and donate to charitable organisations. Consumers who
see that a bank is dedicated to the welfare of the communities it serves tend to feel closer to it. In one
particular instance, a bank's adept customer service was on display during a security breach. The bank
contacted the impacted clients as soon as possible, giving them detailed information about the issue,
the actions taken to address it, and self-protection precautions they may take. The bank's dedication
to finding a solution and its open line of contact helped to keep customers' trust.

Essentially, banking client engagement is establishing a mutually beneficial partnership founded on
openness, honesty, and a customer-focused mindset. It goes beyond transactional exchanges and
aims to provide clients with a satisfying, lasting experience at each point of contact with the bank.
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Modes of Engagement with Customers

Business Correspondents and Business Facilitators (BC/Fs) integrate a range of efficient customer
engagement strategies to promote financial inclusion and optimise the customer journey. The follow-
ing are several forms of interaction:

In-person meetings In-person contacts with consumers can take
® _©O place in bank branches or other specified
-.- service locations for BC/Fs. This method
- facilitates direct client interaction and
personalised communication.

Community Gathering By holding neighbourhood get  -togethers or
000 events, BC/Fs may expand their audience. This
mode offers a platform for answering
guestions, encourages community involvement,
and increases knowledge of financi al services.

Digital Communication BC/Fs may communicate with clients remotely
by using digital channels including emails, SMS,
and mobile applications. This mode works
especially well for providing digital financial
services, giving updates, and sharing

information.
Door - to — door campaigns BC/Fs can carry out door -to-door campaigns by
[/ \ J personally visiting clients at their residences or
‘ . places of work. One  -on-one conversations,
[~ addressing particular requirements, and

marketing financial services are made possible
by this tailored approach.
Educational Activities Organising informative seminars or workshops
.‘ about banking services and financial literacy is a
good way to interact with clients. This aids in
a0 0 raising knowledge and c omprehension of
ah dh gh different financial products.

Promotions and Campaigns Initiating marketing campaigns or promotional
campaigns aids in drawing in clients. In order to
promote client interaction, BC/Fs might spread
the word about new services, special discounts,
or other incentives.

® 00
Partnership with local By working together with neighbourhood

o0 0 institutions organisations, companies, or educational
institutions, BC/Fs may interact with clientsi n a
secure setting. Accredibility can be increased by
collaborating with local authorities.

Mobile Banking Putting up mobile banking kiosks in key places,

such community centres or marketplaces,

enables BC/Fs to provide potential clients with
on-the-spot support and services.
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Informing Customers about Account Categories

Business Correspondents and Business Facilitators (BC/Fs) are essential in maintaining clarity and
openness when educating consumers about account types. The following are important factors to
think about and the data to supply:

Categories of Account Types: Clearly state the various account categories that the bank offers.
Savings accounts, current accounts, fixed deposits, recurring deposits, and other specialised accounts
could fall under this category. A succinct explanation of every kind of account along with its main
attributes, advantages, and restrictions. In addition, do mention about the suitability for a range of
client requirements.

Minimum Requirements for Balance: To prevent any misunderstandings or shocks, make sure every-
one is aware of the minimum balance requirements for each kind of account. Additionally, share the
repercussions for dropping below the required balance.

Transaction Limits and Fees: To control expectations and avoid unforeseen expenses, advise clients
about transaction limits and related costs. Explain the transaction restrictions (either daily or month-
ly) and fees incurred when transaction limitations are exceeded along with any exclusions from fees
or waivers of requirements.

Benefits and Interest Rates: Explain in detail the interest rates that apply to the various account types
as well as any perks that may be involved. Inform the customer about the rates of interest on fixed
deposits or savings accounts along with unique advantages including rewards programmes, overdraft
facilities, or insurance.

Documentation Requirements: Inform customers of the paperwork required to create and manage
every kind of account and compile the necessary paperwork adhering to the procedure for validation
and verification. In case of any further modifications in the procedure, the customer should be updat-
ed about it.

Technology and Access Channels Combination: Make sure clients are aware of the several ways they
may access and control their accounts, which means they should be aware of the options for Online
Banking, features of mobile banking and accessibility to branch services and ATMs.

Account activation and deactivating accounts: Make clear the procedures for both opening a new
account and deactivating or terminating an existing one. Explain the conditions for activation along
with the procedures for closure and the ramifications thereof. Customers must be aware of schedules
for the activation and deactivation of accounts.

Customer Service and Help: Emphasise that customer support is available to help with any questions
or problems about accounts. Explain the significance of Contact information for customer service,
Contact information and operating hours. Customers must also know protocols for raising the status
of unsolved concerns.

— 2.2.2: Inquiring customer referrals

As a Business Correspondent/Facilitator (BC/F), gaining new clients requires a methodical and
client-focused approach. It starts with locating unexplored markets, comprehending the particular
financial requirements of various clientele groups, and carrying out focused outreach programmes. A
BC/F can spread knowledge about the advantages of banking services through a variety of venues,
including workshops, digital platforms, and community engagement activities. The procedure
includes removing any possible obstacles to admission, offering individualised solutions, and fostering
trust through open communication. A BC/F may make a good first impression by carefully listening to
potential clients' financial worries and customising services to match their needs.

'
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Customer acquisition initiatives are made even more effective by adding referral programmes, reward
systems, and instructional materials. In the end, acquiring new customers successfully entails not just
introducing them to banking services but also building enduring bonds with them by continuously
providing value and promoting financial inclusion.

Significance of getting referrals
For a Business Correspondent/Facilitator (BC/F), obtaining recommendations is essential for several
reasons that support the expansion and success of their position in the banking industry:

1. Client Base Expansion: One of the most effective ways to grow your client base is through referrals.
A BC/F can contact potential consumers who might not have known about the banking services or
chances for financial inclusion by reaching out to their networks of current customers.

2. Credibility and Trust: Referrals frequently carry a certain amount of credibility and trust. When a
current client suggests a BC/F's services to a person in their network, it suggests a satisfying and happy
experience. In the financial services industry, trust is essential, and recommendations may help build
it more rapidly.

3. Cost-Effective Marketing: Compared to traditional marketing strategies, gaining new clients via
recommendations is typically more affordable. Referral programmes reduce the requirement for
significant advertising or promotional expenditures by using the goodwill of current clients.

4. Community Engagement: A BC/F must have a significant presence in the community. Referrals
support community involvement by cultivating a good rapport with current clients and motivating
them to actively participate in the expansion of banking services in their area.

5. Greater Conversion Rates: Compared to clients obtained through other channels, referred custom-
ers frequently have greater conversion rates. They are more inclined to investigate and interact with
the provided financial services since they are recommended, which increases the chance that they
may convert.

6. Word-of-mouth marketing: One of the most effective kind of advertising is word-of-mouth
marketing, which is facilitated by referrals. Good experiences that current clients spread can have a
domino effect, affecting a larger audience and encouraging more people to use BC/F services.

7. Relationship Building: Relationship building is facilitated by referrals. The relationship between the
BC/F and its clientele is strengthened when current consumers actively recommend friends, family, or
acquaintances. This sensation of belonging has the potential to foster enduring bonds and loyalty.

8. Improved Customer Retention: Referrals frequently result in increased satisfaction and loyalty
levels among new customers. Better retention rates may result from the personal connection made
through recommendations, as the consumers may feel more a part of the BC/F and its offerings.

Ways to get referrals

An efficient and client-focused strategy is essential if you're a Business Correspondent/Facilitator
(BC/F) looking to gather more consumer data through referrals. Here's the strategy to get recommen-
dations and more client data:
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Answer the following questions:

1. What are the various effective modes of engaging with customers in the banking sector?

2. How does community engagement contribute to effective customer interaction for a BC/F?

3. Why is it important for a BC/F to inform customers about different account categories?

4, Provide examples of account categories that a BC/F may inform customers about.

5. What is the significance of inquiring about referrals regarding customer records or business
when engaging with existing customers?

6. How can a BC/F tactfully inquire about referrals without compromising customer privacy?

7. Why is collecting additional customer information important for a BC/F?

8. What ethical considerations should a BC/F keep in mind when collecting customer information?

9. How does effective customer engagement contribute to financial inclusion?

10. In what ways can a BC/F maintain professionalism while engaging with customers?




Participant Handbook

— Notes




Business Correspondent/Facilitator

Unit 2.3: Delivery of documents and material and reporting
in Banking operations

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

¢ Follow Standard Procedures for Delivering Documents and Materials
e Utilize Standard Format for Reports in Banking

¢ Recognize the Significance of Following Proper Procedures

- 2.3.1: Standard procedures for delivering documents
and materials

Significance of standard procedures

For the distribution of papers and materials in banking operations, standard procedures are necessary
for several important reasons, including accuracy, security, regulatory compliance, and customer
satisfaction.

1. Accuracy and Reliability: Standard processes create a methodical and uniform approach to docu-
ment distribution, guaranteeing that the correct papers are sent to the correct clients in a very accu-
rate manner. Encouraging client trust and preserving the dependability of banking operations depend
heavily on this precision. The distribution process is made less error-prone and inconsistent by adher-
ing to standard procedures, which enhances the overall stability of the financial system.

Fig. 2.3.1. Pic src: www.linkedIn.com

2. Security and Confidentiality: The financial sector works in a delicate environment where protecting
the security and privacy of client data is crucial. Protocols for safe packing, client validation, and com-
pliance with legal requirements are outlined in standard procedures. These protocols are intended to
protect against improper handling of private documents, data breaches, and unauthorised access,
respecting customers' expectations on security and privacy.

3. Regulatory Compliance: Tight regulatory regulations control the activities of banks and other finan-
cial organisations. Standard operating procedures, which may contain directives on client verification,
data security, and safe document handling, guarantee adherence to these standards. Respecting
regulatory guidelines shows the banking industry's dedication to upholding moral and legal standards
while also reducing legal risks.

&
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4. Customer Satisfaction and Trust: The dependability and effectiveness of financial services are
highly valued by customers. Standard operating procedures help ensure that papers are accessible on
time, giving clients a satisfying and reliable experience. Customers are more satisfied and have greater
faith in the financial system when they can count on a consistent and efficient document distribution
procedure. A great client experience is further enhanced by follow-up support, confirmation of
receipt, and clear communication routes.

IMPROVING
OPERATIONAL
EFFICIENC)

Fig. 2.3.1. Pic src: www.linkedIn.com

5. Operational Efficiency: By simplifying the document delivery process, standardised procedures
improve operational efficiency. The possibility of mistakes, hold-ups, and miscommunications is
decreased when BC/Fs and other stakeholders adhere to a set of predetermined procedures. Main-
taining a competitive advantage in the market, matching consumer expectations, and optimizing
resource utilization all depend on this efficiency.

Pic src: www.linkedIn.com

6. Risk Mitigation: Putting standard operating procedures in place aids in reducing a number of
hazards related to document delivery. Standardised processes act as a risk management tool, mitigat-
ing the risk of document delivery to the incorrect person or non-compliance with regulatory require-
ments. Banks can reduce the likelihood that unfavourable events may influence their operations by
anticipating and mitigating potential risks.

Standard procedures for delivering documents and materials

Standard operating procedures are followed in the distribution of papers and materials in banking
operations to guarantee accuracy, security, and prompt access for clients. To facilitate this process,
business correspondents and business facilitators, or BC/Fs, play a crucial role. Typical standard oper-
ating procedures consist of the following and are categorized as under:

Accuracy-

1. Documentation Preparation: BC/Fs assist in putting together the resources and paperwork that
clients want. Account statements, passbooks, chequebooks, smart cards, and any other pertinent
materials depending on the financial services the client has used may be included in this.

2 Verification and Quality Check: To make sure the materials and documentation are correct, com-
prehensive, and following banking standards, BC/Fs carry out a verification and quality check before
delivery. Ensuring the integrity of the banking process requires the completion of this key stage.

Security-
3. Safe Packaging: BC/Fs maintain confidentiality and security requirements by ensuring that goods
and documents are packaged securely to avoid loss or damage during transit.

4. Client Confirmation: Before sending sensitive materials, BC/Fs authenticate their clients, strength-
ening security and thwarting illegal access.
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5. Respect for Regulatory Standards: When it comes to the distribution process, BC/Fs follow regula-
tions to make sure that they comply with legal requirements and industry best practices for increased
security.

Timely Access-
Document delivery logistics are coordinated by BC/Fs, who take into account the customer's location,
chosen distribution mode, and any unique needs for prompt and effective access.

7. Verification of the Receipt: Customers provide proof of receipt to BC/Fs, which documents success-
ful delivery and ensures process transparency.

8. Channels of Communication: To streamline the delivery process and guarantee that consumers
receive their papers on time, BC/Fs make use of a variety of contact methods.

9. Succession and Assistance: To address any customer questions or complaints, BC/Fs offer
follow-up assistance. This helps to ensure that customers have a great experience and that issues are
resolved promptly.

— 2.3.2: Standard format for reports in banking

Depending on the particular banking operations and regulatory requirements, Business Correspon-
dents and Business Facilitators (BC/Fs) may need to retain reports in a format different from the
typical one. Nonetheless, the following list of typical report kinds, together with their designations
and functions, may be necessary for BC/Fs to produce and maintain:

1. Status Report for Customers: Gives a summary of a customer's present situation, including account
information, transaction history, and any other pertinent data.

Suggestive format:

Customer Name Account Number Account Type Transaction Detail

2. Bank Transaction Report: Summarises the numerous transactions enabled by the BC/F on behalf of
the bank, including deposits, withdrawals, and transfers.

Suggestive format:

Complaint Particulars = Date received Actions Taken Resolution Status

3. Targets Achieved Report: Showcases the accomplishment of certain objectives that the bank has
established, including several transactions or client acquisition goals. It is a comparative report
illustrating set targets versus actual achievements.

4. Financial Literacy Promotion Report: This serves the purpose of recording financial literacy promo-
tion activities such as seminars, workshops, and educational initiatives.

5. Application Processing Report: Monitors the status of client applications, such as loan applications,
account opening requests, and any other pertinent paperwork.

'
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Suggestive format:

Application Type Date received Processing Status

6. Follow-up Visits Schedule: Specifies when follow-up visits to current clients will take place to guar-
antee ongoing assistance and involvement.

7. Defaulters and Loan Recovery Report: This report's goals are to identify clients who have fallen
behind on their payments and monitor the success of loan recovery initiatives. A log file containing
information on defaulters, sums owed, and the state of recovery.

|

— Exercise |: £

Multiple Choice Question:

1. What is the main goal of standard operating procedures for document delivery in banking opera-
tions?

A. Enhancement of creativity

B. Mitigation of risk

C. Entertainment for customers

D. Promotion of marketing

N

. Why is adherence to proper procedures important for customer trust?
. It makes the process complicated

. It ensures consistency and reliability

. It delays services

. It increases costs

OO0 wW>

3. What impact can following proper procedures have on the efficiency of banking operations?
A. Decreased efficiency

B. No impact

C. Increased efficiency

D. Increased complexity

True/ False Questions:
4. Standard operating procedures for document distribution contribute to uniformity and lower
mistake rates.

5. Proper procedures are only important for regulatory compliance and do not impact customer satis-
faction.

Fill in the blanks:
6. A summary of the customer's current situation, including account information and transaction
history, is given in the report.
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7. Match the following:

(a) A. Bank Transaction Report I Workshop outcomes
B. Financial Literacy Promotion Report 1. Transaction details
C. Follow-up Visits Schedule I1. Account targets status
(b)
A. Accuracy l. Building trust
B. Compliance 1. Error reduction
C. Customer satisfaction 118 Regulatory adherence

8. Briefly explain why following proper procedures is essential in banking operations.

9. Discuss the role of standard procedures in reducing risks associated with document delivery in
the banking sector.
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Unit 3.1 Understanding Transaction Procedures
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and administering post-sale customer service
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— Key Learning Outcomes | ¢

At the end of this module, the participants will be able to:

¢ Implement Standard Procedures for Cash Deposits and Withdrawals

¢ Apply Basic Accounting Techniques for Recording Transactions

¢ Understand and Manage Various Limits on the Transaction Amount

¢ Perform and manage the Operation and Maintenance of Banking Equipment

¢ Understand the Function of Point of Sale (POS) Machines and Computers

e Explain the concept of Account Termination and Inactive Accounts

e Outline the Standard Procedures for Account Termination and Inactive Accounts
¢ |[dentify the Documents Required for Termination

e Understand the Policy for Maintaining Inactive Accounts
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Unit 3.1: Perform regular banking transactions for customers

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

¢ Implement Standard Procedures for Cash Deposits and Withdrawals
¢ Apply Basic Accounting Techniques for Recording Transactions
e Understand and Manage Various Limits on the Transaction Amount

— 3.1.1: Standard procedures for cash deposits and withdrawals

It's essential to comprehend cash deposits and withdrawals when working in the financial industry.
Customers contribute money to their bank accounts by cash deposits, which increases the total
amount in their accounts. This can happen in several ways, including direct payments or giving actual
cash to a Business Correspondent (BC/F). Contrarily, cash withdrawals are related to users taking
money out of their accounts, usually in the form of actual cash. Business correspondents are essential
to the smooth operation of these transactions because they guarantee that they follow stringent
verification procedures, retain accuracy, and conform to legal requirements. Being proficient in cash
deposit and withdrawal processes is crucial to offering clients safe, effective banking services.

Cash Withdrawal procedure

7
=
=
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Cash Deposit Procedure

Prioritising security measures is vital for Business Correspondents to protect cash and client data
during deposit and withdrawal activities. Ensuring the integrity of financial transactions requires strict
adherence to security measures. To make sure that the people making the transactions are the actual
owners of the accounts, this involves putting strong identity verification processes in place. A secure
banking environment is also enhanced by the safe handling of actual currency, the use of trustworthy
counting techniques, and the use of secure communication channels for electronic transactions. By
maintaining these security protocols, Business Correspondents provide clients confidence and sustain
the reliability of the financial system.

In the dynamic world of banking, following regulations to the letter is crucial. Business correspondents
are required to make sure that each transaction complies with the guidelines and requirements
provided by the relevant financial authorities. This entails adhering to reporting obligations, transac-
tion restrictions, and client identification methods. The dangers of fraud, money laundering, and
unauthorised transactions are reduced with the aid of compliance. To demonstrate a commitment to
moral behaviour and legal compliance in all banking operations, Business Correspondents must be
informed about regulatory developments and smoothly incorporate them into their operational
procedures.

A key component of a business correspondent's job description is teaching customers how important
it is to keep track of transaction receipts and develop secure banking practices. Customers learn the
value of keeping a record of their financial transactions by being informed about the relevance of
protecting receipts. Furthermore, promoting secure banking practices like password and personal
identification number (PIN) protection helps to increase overall client security.

Business Correspondents encourage a sense of responsibility and awareness in the community by
empowering clients to take an active part in their financial well-being through proactive education
efforts.

'
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Credit and Debit Card Transactions

Understanding card types

To successfully help consumers, Business Correspondents (BC/Fs) should possess a thorough under-
standing of the various types of credit and debit cards. There are several types of credit and debit
cards, including normal, gold, and platinum cards, each with unique features and advantages. While
gold and platinum cards sometimes offer extra advantages like increased credit limits, rewards
programmes, or travel bonuses, standard cards typically just have basic features. Customers should
be informed about the distinct characteristics of every card type by BC/Fs so that they are aware of
the advantages and use regulations related to the card they have selected. This includes informing
them of the benefits—like travel insurance or concierge services—that they might be eligible for
based on the type of card they have.

Pic src: Paisabazaar.com

Transaction Limits and Conditions

Customers' education on transaction limits, terms, and fees associated with using credit and debit
cards is greatly aided by BC/Fs. The maximum amount a client can spend or withdraw during a certain
period is defined by transaction limits. To prevent misunderstandings or unforeseen interruptions
during transactions, BC/Fs must express these limitations clearly and concisely. Furthermore, BC/Fs
must clarify any unique terms or conditions related to the use of the card, such as fees for overseas
transactions or unique guidelines for cash withdrawals. When transaction information is communicat-
ed effectively, clients are guaranteed to understand the financial ramifications and make appropriate
plans for their transactions. By sharing this information, BC/Fs help to provide a transparent and satis-
fying client experience, fostering a sense of trust and lowering the probability of transaction-related
problems.

Chargeback Procedures

Credit and debit card chargebacks are an essential component of transactions, and BC/Fs need to be
familiar with the processes involved. Chargebacks are the result of customers disputing transactions
because there were unauthorised charges, mistakes, or problems with the goods or services they had
purchased. Customers should be instructed by BC/Fs on how to file a chargeback, including how to
document the problem, get in touch with the merchant, and submit the relevant paperwork. BC/FS
need to comprehend the associated paperwork and procedures to help clients properly handle
chargeback disputes. Customers must be informed about the deadlines for filing chargebacks as well
as the possible results of the dispute resolution procedure. Through the provision of thorough instruc-
tions on chargeback processes, BC/Fs guarantee that clients experience assistance and confidence
regarding the security of their transactions.

Transaction security measures for Debit and Credit card transactions

Ensuring the security of debit and credit card transactions is crucial in the ever-changing financial
world. Business Correspondents (BC/Fs) are essential for enforcing strict security policies and educat-
ing clients. Here's a thorough rundown:

Verification of the cardholder: Customers should be made aware of the value of personal identifica-
tion numbers (PINs) and other authentication techniques by BC/Fs. Stress the importance of keeping
PINs private and not disclosing them to anybody.
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Two-Step Verification: Encourage the adoption of two-factor authentication techniques, when appli-
cable. Transaction security is improved by this extra layer of protection, which includes one-time pass-
words (OTPs) texted to registered cellphone phones.

Secure Card Handling: Educate clients on safe techniques for managing their actual cards. This entails
storing cards in a safe place, reporting lost or stolen cards right away, and refraining from disclosing
card information in public.

Safe Online Purchases: Advice on safe Internet transaction procedures. This includes avoiding sensi-
tive transactions on public computers, using secure websites (https://), and routinely checking
account statements for unauthorised activity.

Alerts for transactions: Customers should be urged to set up email or smartphone notifications for
transactions. Transaction notifications that are sent out instantly assist in promptly spotting and
reporting any unauthorised or suspicious activity.

Frequent Card Check-ups: Suggest to clients that they should routinely inspect their cards for any
indications of fraud or unauthorised changes. This entails confirming the accuracy of holograms, card
chips, and other security measures.

Phishing Awareness: Inform clients about the dangers of falling for phoney emails, texts, or phone
calls asking for credit card details. Stress how crucial it is to confirm the veracity of messages before
disclosing any card information.

PIN Protection: Stress how crucial it is to cover your PIN while using an ATM or point-of-sale (POS)
device. Avoid utilising combinations that are simple to figure out or writing down PINs.

Using Safe Cards: Teach patrons to only use their cards at trustworthy, safe locations. Use caution
while transacting in strange places and refrain from disclosing card information over unprotected
Wi-Fi networks.

Procedures for Emergency Response: Give clients information on emergency response protocols,
such as how to report cards that have been lost or stolen as soon as possible. Give them the phone
number or contact information for the bank's customer service department so they may get help right
away.
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Contactless Transactions

Using radio-frequency identification (RFID) technology, contactless cards allow for transactions to be
completed without the need for direct physical touch with a card reader. A tiny chip and antenna that
connect to a suitable card reader or terminal are embedded in the card. The scanner transmits a signal
to the contactless card when it is brought close to it—typically within a few centimetres. In response,
the card sends the data needed for the transaction to be approved and fulfilled. Both customers and
businesses will find the payment procedure streamlined by this rapid and effective approach.

Pic src: LinkedIn.com

Contactless transactions are facilitated using Near-Field Communication, or NFC. NFC enables two
electronic devices, such as a contactless card and a card reader, to interact wirelessly when they are
brought into proximity. NFC makes it easier for the card and the terminal to securely communicate
information while making contactless payments. Beyond contactless cards, NFC technology is widely
used in a variety of devices, such as smartphones that support mobile payments. NFC's quickness and
ease of use make it the perfect choice for facilitating simple, rapid transactions.

Numerous security features are built into contactless transactions to guard against fraud and illegal
access. Important security attributes include:

Tokenization: This procedure entails substituting a distinct token for sensitive card data, like the card
number. Potential attackers cannot utilise the token, even if it is intercepted.

Transaction Limits: To reduce the effects of unauthorised usage, contactless transactions frequently
have predetermined limits. It could be necessary to use extra authentication procedures for transac-
tions with a greater value.

Encryption: To guarantee the confidentiality and security of the transferred data, communication
between the card and the terminal is encrypted.

Secure Elements: To provide an additional degree of safety, contactless cards may have secure
elements, which are specialised hardware parts that handle and store sensitive data.

Fraud Prevention Techniques

It is crucial to understand and use fraud prevention strategies to safeguard clients, uphold public
confidence in the banking industry, adhere to legal requirements, reduce financial risk, and support
the general stability and security of the financial ecosystem.
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Figure 3.1.1: Importance of Understanding Fraud Prevention Techniques

A key component in avoiding fraud during credit and debit card transactions is the work of BC/Fs, or
business correspondents and facilitators. The following are a few fraud prevention strategies on
which you should be knowledgeable:

1. Customer Education: BC/Fs must instruct clients on how to use their cards safely. This includes
giving them advice on how to protect the privacy of their PIN, how often to check their transaction
statements, and how to report any suspicious activity right away.

2. Transaction Verification: Encourage BC/Fs to verify client identities during transactions, especially
for high-value or atypical transactions. This might entail asking for more proof of identity or, if biomet-
ric authentication is possible, utilising it.

3. Safe Point-of-Sale (POS) Terminals: BC/Fs need to make sure the POS terminals they utilise are
impenetrable and safe from tampering. It is important to regularly inspect for any indications of
tampering or possible skimming devices.

4. Technology of EMV Chips: Educate BC/Fs on the security benefits of EMV (Europay, Mastercard,
and Visa) chip-enabled cards. Compared to conventional magnetic stripe cards, these cards provide
increased security, which lowers the possibility of card cloning.

5. Authentication with Two Factors: Wherever possible, encourage the usage of two-factor authenti-
cation. Asking users to submit additional verification, such as a one-time password (OTP) emailed to
their registered cellphone number, in addition to the card itself, offers an extra layer of protection.

6. Frequent Updates for Software: Make sure that the POS terminal and card processing system
firmware and software are updated regularly. Security patches that guard against vulnerabilities in
the software are frequently included in software upgrades.

'
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— 3.1.2: Basic Accounting Techniques for Recording
Transactions

In the banking industry, transaction recording relies heavily on basic accounting methods. Under-
standing these strategies is crucial for Business Correspondents and Business Facilitators (BC/Fs) to
protect the integrity of banking operations and provide accurate financial reporting. The following
basic accounting methods and their applicability to BC/Fs are listed:

Accounting Using Double Entry:

According to the fundamental concept of double-entry accounting, each transaction comprises a
debit and a credit in at least two accounts. To preserve the balance in the books and guarantee that
financial entries are entered appropriately, BC/Fs should be familiar with this method.

Recording Debits and Credits:

BC/Fs must understand what debits and credits entail. Debits reduce debt and equity accounts while
increasing asset and cost accounts. Credits work oppositely. To have correct financial records, these
transactions must be properly recorded.

Cash Basis vs. Accrual Basis Accounting:

BC/Fs need to understand the differences between the two main approaches to accounting: accrual
basis and cash basis. While accrual basis recognises transactions as they are incurred, cash basis
records transactions when money exchanges hands. It is essential to comprehend the selected
approach to properly report financial facts.

Chart of Accounts:

The chart of accounts, a categorised list of all the accounts utilised in accounting, is something that
BC/Fs must comprehend. Since each account is given a unique identifier, correctly recording and
tracking transactions is made easier.

Bank Reconciliation:

BC/Fs need to be knowledgeable about this procedure, which involves comparing their data with the
bank statement. This ensures the correctness of financial accounts by assisting in the identification of
any disparities, such as missing transactions or mistakes.

Journal Entries:

Transactions are chronologically documented in journals. To facilitate financial transparency and offer
a transparent audit trail, BC/Fs must be proficient in making accurate journal entries, including debits
and credits.

Financial Statements:

Cash flow, balance sheet, and income statement are among the financial statements that BC/Fs
should be able to create and comprehend. A thorough picture of the banking activities' financial
health is given by these statements.

Use of Accounting Software:

To successfully record and handle transactions, BC/Fs must be proficient with accounting software.
Specialised accounting software is used by many banking operations to improve accuracy and
optimise workflows.

Internal Supervisory Mechanisms:
Internal controls are safeguards put in place to identify and stop fraud or mistakes. For the integrity
of financial data to be guaranteed, BC/Fs must comprehend and abide by internal controls.

Adherence to Regulatory Guidelines:

Regulatory accounting standards established by governing authorities must be adhered to by BC/Fs.
Maintaining awareness of these standards guarantees that financial transactions are documented in
compliance with industry and regulatory standards.
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— 3.1.3: Transaction Limits on Transaction Amount

Transaction limitations for debit and credit cards can vary substantially depending on the issuing
bank, card type, and the precise terms and conditions connected with each card. Remember that
these restrictions might change at any time, so people should check their cardholder agreements or
get in touch with their banks for the most recent details. Debit and credit card transaction limitations
fall into the following main categories:

Daily Transaction Cap:
The total amount a cardholder can spend or withdraw in a single day is sometimes limited by the
bank. This covers all kinds of transactions, including cash transfers, ATM withdrawals, and purchases.

Limit on Each Transaction:
A maximum amount could be permitted for every transaction. This cap, which may be applied to both
in-person and online card transactions, is intended to stop significant unauthorised purchases.

Maximum ATM Withdrawal:
ATM withdrawals are often made using debit cards. The daily restrictions that banks impose on the
amount that may be taken out of ATMs with a debit card are frequently specified.

Limit on Point-of-Sale (POS) Transactions:

At point-of-sale terminals, there could be a maximum amount that can be spent on a single transac-
tion using debit and credit cards. This applies to in-person transactions at eateries, retail stores, and
other businesses.

Limit on Online Transactions:

When it comes to online transactions made via e-commerce websites or other online platforms,
several banks have placed limitations. The goal of this is to increase the level of security for online
transactions.

Limit on Contactless Transactions:
There may be a different restriction for contactless purchases due to the growing use of contactless
payment options. Usually, contactless purchases require touching the card on a suitable terminal.

Maximum International Transaction:
The amount that can be spent or withdrawn using the card abroad may be restricted by banks. This is
to lessen the risk associated with foreign transactions.

— Exercise

N

Answer the following questions:

1. What are the standard security measures that should be followed during cash deposit and with-
drawal transactions?

2. Explain the importance of educating customers during cash deposit and withdrawal transactions.
What key information should customers be aware of?

3. In double-entry accounting, what is the significance of a debit and a credit in a transaction?
4.Why is the bank reconciliation process important in basic accounting, and what does it help identi-
fy?

5. Provide examples of transaction limits that. May be imposed on debit and credit cards. How can
these limits impact customers?

6. What factors can influence the transaction limits on a customer’s card, and how can these limits be
adjusted?
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Unit 3.2: Equipment Operation and Maintenance

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

¢ Perform and manage the Operation and Maintenance of Banking Equipment
¢ Understand the Function of Point of Sale (POS) Machines and Computers

— 3.2.1: Operation and maintenance of Banking equipment ——

Banking equipment is essential to the smooth functioning, accessibility, and security of banking activi-
ties since it facilitates a wide range of financial services and transactions. The following lists the roles
and importance of important banking tools, along with a description of each:

Automated Teller machines (ATMs)

An automated teller machine (ATM) is a self-service electronic banking tool that allows users to do a
range of financial activities without having to speak with bank employees directly. Typical characteris-
tics of an ATM include a cash dispenser, numeric keypad, and card reader. By inserting a debit or
credit card, inputting a Personal Identification Number (PIN), and choosing from a list of services,
users may access their bank accounts. Cash withdrawals, balance inquiries, money transfers, bill
payments, and account statements are among the frequently carried out operations at ATMs. ATMs
give users easy access to financial services around the clock, enabling them to complete transactions
outside of regular banking hours and locations. These devices greatly improve the efficiency and
accessibility of financial services by providing people with a quick and simple method to handle their
money.

Function: With the help of ATMs, users may handle self-service tasks including cash
withdrawals, balance inquiries, money transfers, and bill payments without
requiring assistance from bank employees.

Significance: | Automated teller machines (ATMs) offer clients easy access to financial services
around-the-clock, enabling them to complete regular transactions outside of
regular business hours and locations.

Point of Sale (POS) Machine

An electronic device called a Point of Sale (POS) machine is used in retail and other commercial
settings to enable safe and effective consumer transactions. Customers may use their debit or credit
cards to make payments with these gadgets since they have card readers installed. The consumer
must insert their card into the point-of-sale (POS) terminal, confirm the payment amount, and enter
a Personal Identification Number (PIN) as part of the transaction process. POS systems are flexible and
accept a range of payment options, including mobile wallets and contactless transactions. By decreas-
ing the need for cash transactions, speeding up transaction times, and offering a smoother and com-
fortable payment experience to both consumers and companies, they play a critical role in modern
commerce. Furthermore, POS systems provide electronic receipts, which helps make financial trans-
actions less paper-based and more ecologically friendly.

Function: POS systems enable users to use credit or debit cards to make transactions,
facilitating electronic payments. They are frequently utilised in stores that sell
goods.

Significance: | By streamlining payment procedures and decreasing the need for cash
transactions, point -of-sale (POS) computers improve consumer satisfaction in
general.

'
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Customer and Information Systems

In the banking industry, customer and information systems refer to the combined databases and
integrated technologies that improve overall operational efficiency and expedite client-related proce-
dures. These systems, which include transaction processing, account management, customer
relationship management, and record-keeping, form the foundation of banking operations. To enable
personalised service delivery, customer systems store and manage client information, such as person-
al characteristics, account history, and preferences. Contrarily, information systems handle more
comprehensive facets of data administration, guaranteeing the reliability, confidentiality, and accessi-
bility of financial data. Banks can create reports for analysis, automate repetitive processes, and keep
a central database of consumer data thanks to these networked technologies. To provide smooth,
safe, and customer-focused financial services in the digital age, the integration of customer and infor-
mation systems is essential.

Function: A variety of banking tasks, such as record - keeping, transaction processing, and
account administration, are carried out by computers and information systems.
They house databases and financial software.

Significance: | By centralising and automating banking procedures, these systems guarantee
precision, effectiveness, and the capacity to provide reports for examination and
judgement.

Security devices (CCTV, Biometric Scanners)

Security equipment, including biometric scanners and closed-circuit television (CCTV) cameras, is a
crucial part of the banking infrastructure that is intended to improve the security of sensitive client
data as well as the physical locations. CCTV cameras serve as a deterrent to any security risks by acting
as watchful eyes, continually watching and recording actions within and around the bank. Biometric
scanners—like fingerprint or retinal scanners—offer an extra degree of identification confirmation for
transactions or access to regions that are prohibited. These gadgets are essential for stopping illegal
access, defending against fraud, and guaranteeing the general safety of clients, employees, and the
banking environment. Banks may provide a safe atmosphere and give consumers confidence about
the security of their assets and financial information by fusing sophisticated biometric technology
with visual monitoring.

Function: The security of banking facilities and transactions is improved by security
technologies like biometric scanners and closed -circuit television (CCTV) cameras.
Biometric scanners can be employed to confirm an individual's identification .
Significance: | These gadgets promote data and client security, aid in event monitoring and
recording, and discourage unwanted activity.

Passbook printer

In the banking industry, a passbook printer is a specialised tool used to create and maintain pass-
books, giving clients a physical, chronological record of their account activity. The passbook printer
generates real-time records while clients carry out different financial operations, such deposits, with-
drawals, or cash transfers, enabling users to monitor their account balance and transaction history.
Customers may keep a physical record of their financial transactions with the passbook, which is a
conventional but useful way to do so. It offers transparency and a concrete link to their banking histo-
ry. Customers who prefer a physical record of their financial activities can still use passbook printers
as a dependable and comfortable option, even with the rise of digital alternatives.

Function: The security of banking facilities and transactions is improved by security
technologies like biometric scanners and closed -circuit television (CCTV) cameras.
Biometric scanners can be employed to confirm an individual's identification .
Significance: | These gadgets promote data and client security, aid in event monitoring and
recording, and discourage unwanted activity.
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Cash Counting Machines

Cash counting machines are specialised equipment used in banks to count and check banknotes auto-
matically. By effectively handling the laborious work of physically counting currency, these devices
reduce the possibility of mistakes and guarantee accuracy in financial transactions. Cash counting
machines help to streamline cash management in the financial environment by processing huge
amounts of banknotes quickly. Furthermore, these devices frequently include sophisticated features
including systems for detecting counterfeit money, guaranteeing that only real money is accepted.
Cash counting devices are essential for accelerating regular cash-related transactions, improving
overall financial operations efficiency, and lowering the possibility of mistakes that arise from human
counting procedures.

Function: By automating the counting and verification of money notes, cash counting
machines lower the possibility of mistakes and guarantee accuracy while handling
cash.

Significance: | These devices speed up transactions involving cash, improve cash management
effectiveness, and raise the general correctness of financial operations.

Card Readers and Writers

In the field of financial technology, card readers and writers are crucial parts that enable safe and
effective electronic transactions. An apparatus called a card reader is made to decipher the data
stored on different kinds of cards, such as debit or credit cards. It enables smooth transactions by
reading the information contained on the integrated chip or magnetic stripe of the card. However, a
card writer is an additional tool that makes it possible to encode data onto a card. This is usually done
to create new cards or update old ones.

Function: Information on magnetic stripe cards, such as debit and credit cards, is encoded,
decoded, and updated using card readers and writers.

Significance: | By enabling precise and safe card data reading and writing, these devices facilitate
electronic transactions and guarantee the privacy of client data.

Banking Software and Applications

The technical foundation of contemporary banking operations is made up of banking software and
apps, which have completely changed how financial institutions handle transactions, engage with
customers, and provide overall services. Numerous features are included in these software
programmes, including as risk assessment, customer relationship management, transaction process-
ing, and account administration. The essential tool for managing customer accounts, completing
transactions, and keeping track of finances is core banking software. Customers may access banking
services on their cellphones with the flexibility of mobile banking applications, which allow for trans-
actions, account monitoring, and even financial planning while on the go. In order to maintain regula-
tory compliance and improve security, financial institutions also use specialised software for tasks
including fraud detection, data analytics, and Anti-Money Laundering (AML) compliance.

Function: On computers and other electronic devices, banking software and apps provide
interfaces via which clients and bank employees may see account information,
carry out transactions, and oversee financial services .

Significance: | Software that is easy to use improves customer satisfaction, expedites banking
procedures, and enables the incorporation of new technology to adapt to
changing client demands .
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— Exercise |: £

Multiple Choice Questions (MCQs)

1. What is the primary role of a Point of Sale (POS) machine in banking operations?
A. Account opening

B. Transaction facilitation

C. Customer education

D Marketing

. Which banking equipment is primarily used for cash withdrawals by customers?
ATM

. Passbook printer

. Card reader

. Cash counting machine

OO ®@>N

. What technology is commonly used in contactless card transactions?
. Magnetic stripe

. Near-field communication (NFC)

. Barcode

. Smart Chip

OO m™m>W

True/False Questions

4. BC/Fs are responsible for educating customers on the importance of securing transaction receipts
during cash deposits.

5 Chargeback procedures are only relevant for ATM transactions.

Fill in the Blanks
6. BC/Fs play a crucial role in communicating with customers about accounts.
7. are used to capture customer fingerprints for security purposes in banking operations.

Matching Questions

8. Match the following equipment with its primary function:

A. ATM 1. Cash Withdrawals

B. Passhook Printer 1. Printing account statements

C. Card Reader 2. Reading information from credit /
debit cards

Short Answer Questions
9. Explain the role of a passbook printer in a banking transaction.

10. What security measures should BC/Fs emphasize to customers during debit / credit card trans-
actions?
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Unit 3.3: Account Termination and Inactive Accounts

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

e Explain the concept of Account Termination and Inactive Accounts

e QOutline the Standard Procedures for Account Termination and Inactive Accounts
e |dentify the Documents Required for Termination

¢ Understand the Policy for Maintaining Inactive Accounts

— 3.3.1: Account Termination and Inactive Accounts

Account Termination: The act of permanently cancelling a bank account is referred to as account
termination. This can be started by the client or, depending on the circumstances, by the bank for a
variety of reasons. Usually, a consumer must submit a written request or complete an account closure
form in order to end their account. The bank confirms the customer's identification, pays any
outstanding balances, and makes sure all required processes are performed with the help of Business
Correspondents and Business Facilitators (BC/Fs). After everything is finished, the customer receives
confirmation that the account has been closed.

Consider the following scenario: A client has moved to a new city and would like to transfer to a bank
that is nearer to their new address. In this instance, they get in touch with the BC/F, let them know
that they want to shut the current account, and then take the required actions to get the account
closed.

Standard Procedures for Account Termination:

To ensure the safe closure of accounts, BC/Fs must adhere to specified protocols for account termina-
tion, which is a regulated process. The general procedures consist of:

e Customer Request: BC/Fs should first confirm the legitimacy of the termination request if the
customer is the one who requests that the account be closed. Clients have two options: they may
send in a written request or use a specific process the bank has offered.

¢ [dentification Verification: To avoid an unapproved termination, BC/Fs must confirm the customer's
identification. This might entail verifying that the customer's signature corresponds with the records
and examining identity papers.

¢ Paying Off Outstanding Debts: Before completing the account closure, make sure the client pays off
all outstanding debts, loans, or fees.

¢ Submission of Closure Forms: BC/Fs could ask clients to complete an account closure form that the
bank sends out. This form acts as an official record of the closure request and gathers pertinent infor-
mation.

e Verification with the Bank: BC/Fs must inform the relevant bank branch of the account closure
request to get confirmation and make sure it complies with internal bank policies.

¢ Closure Acknowledgment: Confirm that the account has been successfully terminated by sending
the customer an acknowledgement of the account closure.
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Inactive Accounts: Accounts that have few or no customer-initiated transactions over a prolonged
period are considered inactive. BC/Fs are essential in managing the dormant accounts that banks
identify based on certain criteria. For instance, an account may be marked as inactive for a consumer
who hasn't made any transactions for a long time. Working along with the bank, BC/Fs inform clients
of their inactive status and, if necessary, offer reactivation alternatives or assistance with the closure
process.

Let's take the case of a consumer who created a savings account but did not utilise it for a long time
for a variety of reasons. The consumer receives a communication from the bank via the BC/F explain-
ing that the account has been inactive and offering them the choice to either revive or close it.

Standard Procedures for Inactive Account Management:
Certain measures must be made while managing dormant accounts to guarantee compliance and
client awareness:

¢ Recognising Inactivity: To detect dormant or inactive accounts based on established criteria, such
as a lack of transactions over a certain period, BC/Fs should routinely examine account activity.

e Client correspondence: Inform clients on the status of their accounts and the bank's guidelines for
dormant accounts. This correspondence can contain information regarding the final closure proce-
dure or reactivation alternatives.

¢ Close or Reactivate: If clients show interest, BC/Fs may help reactivate dormant accounts, contin-
gent on the bank's rules. As an alternative, they could assist clients in closing their accounts.

Documents involved in account termination
Let's examine the specifics of the paperwork needed to close an account, including a synopsis and
several formats:

Account Closure Request Form:
This form serves as the customer's official request to have their account closed. It records important
information, like the account number, clientele, and the cause of closure.

L} HDFC BANK

Date:

The Manager
HOFC Bank Ltd

[Sigmatiare of all Holders here)

Dear Sir,

A a9l my/ our name with your bank and

1. Credit the entie proceeds to my four Account o, __ Standing

in the name(s] of and or;

Rebook the entire proceeds for a further period of years under the below mentioned customer
Wi__ Bramchorn
B par

1. For nd credit my / our S . _ or;

2. Far {amaeunt) and coedit my [ our Savirgs adcount o,

and rebook the balance for a period of vears and days under the customer 1Ds a3

mentioned bulow at Branch

(KINDLY TICK WHICH EVER IS APPLICABLE]

W understand that as per the bank's process the Customers need to surrendes the original renewed FD advice. However, we are
n immediate need of the funds and hence regwest you to process the requent for cosure of the captioned account pending
soeit of the remewerd FD achvico. s hareby agres and on receipt adh hed 1o
me/us, jwe shall destroy the same at cur end. This lerter of sequest for Bquidation of the above referred FD would dischange the
ank of the liabity on the said fived deposits towards me/us and | { We will have no rght of any claims on the bank on the said
fiued depout,

Vours taithiully,

[First Halder] [oint Holderl) [haing Holder2]

Customer 10 Customer 1D Customer 1D

Ps: Liguidation / premature break of depasit account requires signature of o ocount holders.

Sample form of Account Closure Request

'
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Documents proving the identity of the customer (ID, address):

These records are essential for confirming the customer's identification. Types of government-issued
identification that are often used are driver's licences, utility bills, and rental agreements; examples of
these include Aadhar cards.

Unpaid Debt Settlement Records:

Documentation attesting to the payment of any outstanding debts, fees, or dues about the account is
necessary if the client has any. A statement or receipt with the date, amount, and form of payment
for the settlement makes the format of the Debt settlement.

DEBT SETTLEMENT AGREEMENT

This Debt Settiement Agreement. hereinafter known as the “Agreement”, is between
af (the “Creditor”),
and of (the “DebtorT).

When mentioned jointly the Deblor and Creditor £hall be known as the “Parties”™.

1. Effective Date. {mmiddiyyyy) shall be the effective date of this
Agreement, with the Parties agreeng to the following:

2. Present Debt. The Parties agree that there is a current debt owed by the Debtor in the
ors . hereinafter known as the “Present Debt.”

3. Settlement Debt. The Creditor agrees as part of this Agreement they shall be accepting the
last p t for the of the Present Debt, hereinafier known as the “Settiement
Debl™. This Setlement Debl shall be in the amount of $ .

P of the: Debt shall i

A an owed by the Debtor
to the Creditor,

4. . Payment for the t Debt shall be made by
O- check
O - Bank Wire
- certified Check
- cash
[ - other

The Deblor shall make payment of the Settlement Debt Amount by
Yyy), Or else this Agreement is void.

Upon acceptance of payment, the Creditor shall discharge the Present Debt as paid-in-full.

5. Creditor's Duties. It is the duty of the Creditor to remove or delete any entries from the
Debtor showing this account has been late or claims that could prove to be harmful on their
credit report. All credil report entries must be removed.

6. Binding Effect. This Agreement shall be binding on all Parties involved including their
SUCCESS0rs OF assignees.

Sample format of Debt Settlement Agreement

Recognition of Account Closure:

This document certifies that the account closing procedure has been finished. It could contain infor-
mation like the account's termination date and a statement verifying it. An official bank letter or
receipt recognising the closure that has been signed by authorised staff is the evidence for account
closure.

Policy for maintaining Inactive accounts

To ease the understanding of Inactive Accounts / Inoperative Accounts / Unclaimed Deposits in Banks,
we will go through the recent instructions from RBI (revised) dated January 1, 2024. This is verbatim
taken from the RBI site.

Inoperative Accounts/ Unclaimed Deposits in banks- Revised Instructions
(Circular No. DOR.SOG (LEG).REC/64/09.08.024/2023-24 dated January 1, 2024)
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PART |- PRELIMINARY

1. Definitions
(a) In this Circular, unless the context states otherwise, the terms herein shall bear the meanings
assigned to them below:

i. Bank induced transaction- Transactions in the account initiated by the bank as per its extant policy
such as charges, fees, interest payments, penalties, taxes (an illustrative list is given in Annex |).

ii. Customer induced transaction- The transactions in account which are in the nature of:

a. a financial transaction initiated by or done at the behest of the account holder by the bank/ third
party (an illustrative list is given in Annex I) or;

b. a non-financial transaction, or;

c. KYC updation done in face-to-face physical mode or through digital channels such as internet bank-
ing or mobile banking application of the bank.

iii. Financial transaction- A monetary transaction in the savings/ current account of the customer with
the bank either by way of a credit or debit transaction.

iv. Inoperative Account- A savings/ current account shall be treated as inoperative, if there are no
‘customer induced transactions’ in the account for a period of over two years.

v. Non-financial transaction- An enquiry or request for any product/ service initiated by the account
holder through any ATM or internet banking or mobile banking application of the bank or through
Third Party Application Providers, which requires two-factor authentication (2FA) and leaves a trail for
audit purposes or successful log-in to the internet banking/ mobile banking application. lllustratively,
this includes transactions such as change in transaction limit, request for issue of cheque book/ credit
card/ debit card, nomination facility, balance enquiry, etc.

vi. Unclaimed Deposits- The credit balance in any deposit account maintained with banks, which have
not been operated upon for ten years or more, or any amount remaining unclaimed for ten years or
more as mentioned in paragraph 3(iii) of the “Depositor Education and Awareness” (DEA) Fund
Scheme, 2014.

vii. Unclaimed Deposit Reference Number (UDRN)- It is a unique number generated through Core
Banking Solution (CBS) and assigned to each unclaimed account/ deposit transferred to DEA Fund of
RBI. The number shall be such that the account holder or the bank branch where account is main-
tained, cannot be identified by any third party.

(b) All other expressions unless defined herein shall have the same meaning as have been assigned to
them under the Banking Regulation Act, 1949 or the Reserve Bank of India Act, 1934 or any statutory
modification or re-enactment thereto or as used in commercial parlance, as the case may be.

2. Review of Accounts

2.1 Banks shall undertake atleast an annual review in respect of accounts, where there is no customer
induced transactions for more than a year. In cases where there is no explicit mandate to renew the
term deposit, the banks should review such accounts if the customers have not withdrawn the
proceeds after maturity or transferred these to their savings/current account in order to prevent such
deposits from becoming unclaimed. The banks shall inform the account/deposit holders in writing
through letters or email or SMS (if the email and mobile number are registered with the bank) that
there has been no operation in their accounts/deposits in the last one year, as the case may be. The
alert messages shall invariably mention that the account would become ‘inoperative’ if no operations
are carried out during the next one year and, the account holder would be required to submit KYC
documents afresh for reactivating the account in such case.

'
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2.2 If the letters are returned undelivered or no response is received through registered email, the
bank shall immediately undertake an enquiry to find out the whereabouts of account holder or
his/her nominee/legal heirs in case the account holder is deceased.

2.3. In case any response is received from the account holder giving the reasons for not operating the
account, the banks shall continue to classify the account as operative for one more year and the
account holder shall be advised to operate the account within a period of one year (herein after
referred to as ‘extended period’). In case the account holder still fails to operate the account within
the extended period, the banks shall classify the said account as inoperative account after the expiry
of the extended period.

2.4 For the purpose of classifying an account as ‘inoperative’, only customer induced transactions and
not bank induced transactions shall be considered. There may be instances where the customer has
given a mandate like Standing Instructions (SI)/ auto-renewal instructions and there are no other
operations in the Savings /Current account or the Term Deposit. These transactions shall also be treat-
ed as customer induced transactions.

2.5 The classification of an account as inoperative shall be for a particular account of the customer
and not with reference to the customer. In case a customer is maintaining multiple accounts/deposits
with a bank, all such accounts/deposits shall be assessed individually for the purpose of classifying
them as inoperative account/ unclaimed deposit, as the case may be.

2.6 In case the account holder is not carrying out transaction and the account is - inoperative due to
shifting of primary account to another bank, the account holder may be requested to provide the
details of the new bank account with authorisation to enable the bank to transfer the balance from
the existing bank account.

3. Treatment of accounts opened for credit of scholarship amount and credit of Direct Benefit
Transfer under Government Schemes

The banks open zero balance accounts for beneficiaries of Central/State government schemes and for
students who receive scholarship. Central and State governments have been expressing difficulty in
crediting cheques/Direct Benefit Transfer/ Electronic Benefit Transfer/ scholarship amount in these
accounts as they are also classified as inoperative due to non-operation for two years. The banks shall,
based on the purpose of opening of the account, segregate the aforementioned accounts in their CBS,
so that the stipulation of ‘inoperative’ account is not applicable to these accounts due to their non-op-
eration for a period of more than two years. To avoid the risk of fraud, etc., in such accounts, while
allowing operations in these accounts, the bank should exercise due diligence as per the extant
instructions.

4. Segregation and Audit of Inoperative Accounts/ Unclaimed Deposits

4.1 The segregation of inoperative accounts is required to be done to reduce the risk of frauds. The
transactions in inoperative accounts, which have been reactivated, shall be monitored regularly, for
at least six months, at higher levels (i.e. by controlling authorities of the concerned branch) without
the knowledge and notice of the customers and the dealing staff.

4.2 The banks shall ensure that amounts lying in inoperative accounts/unclaimed deposits and reacti-
vated inoperative accounts/ unclaimed deposits, are subjected to concurrent audit.
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5. Tracing of Customers of Inoperative Accounts/ Unclaimed Deposits

5.1 The bank shall contact the holder(s) of the inoperative account/ unclaimed deposit through
letters, email or SMS (if the email and mobile number are registered with the bank). The email/ SMS
shall be sent on a quarterly basis.

5.2 In case the whereabouts of the holder(s) of the inoperative account/ unclaimed deposit are not
traceable, the banks shall contact the introducer, if any, who had introduced the account holder to
the bank at the time of opening of the account. The banks shall also contact the nominee, if regis-
tered, for tracing the customer.

5.3 The banks shall undertake special drives periodically to find out the whereabouts of the custom-
ers, their nominees or legal heirs in respect of inoperative accounts / unclaimed deposits.

PART II- OPERATIONAL GUIDELINES

6. Activation of Inoperative Accounts

6.1 The banks shall make available the facility of updation of KYC for activation of inoperative
accounts/ unclaimed deposits at all branches (including non-home branches) and through Video-Cus-
tomer Identification Process (V-CIP) if requested by the account holder, subject to the facility of V-CIP
being provided by the bank. The V-CIP related instructions under Master Direction - Know Your
Customer (KYC) Direction, 2016 dated February 25, 2016 (as updated from time to time) shall be
adhered to by the bank.

6.2 The banks shall activate the inoperative accounts/ unclaimed deposits, including those which are
under freeze by orders of various agencies like Courts, Tribunals, Law Enforcement Agencies, only
after adhering to the KYC guidelines provided in the Master Direction - Know Your Customer (KYC)
Direction, 2016 dated February 25, 2016 (as updated from time to time) such as Customer Due
Diligence (CDD), customer identification, risk categorisation, etc.

6.3 The banks shall ensure that activation of inoperative account/ unclaimed deposits in CBS neces-
sarily requires second level of authorisation by another officer at the same or higher level (i.e.,
through maker and checker). System logs shall invariably be maintained in case of any activity in or
activation of inoperative accounts/unclaimed deposits for concurrent audit purpose. The preserva-
tion period of such system logs shall be as per the internal guidelines of the bank.

6.4 The bank shall automatically intimate the inoperative account/ unclaimed deposit holders though
SMS and registered email stating that on the basis of the KYC documents submitted by them, the inop-
erative status of the account has been removed. The intimation shall also mention the remedial mea-
sures available to them to report unauthorised access, if any. This would alert the account/ unclaimed
deposit holder against any possible fraudulent activity in his/her inoperative account. The banks shall
have in place adequate operational safeguards to ensure that the claimants in case of inoperative
accounts/ unclaimed deposits are genuine. The banks shall process requests for activation of inopera-
tive account/ unclaimed deposits within three working days from the receipt of the complete applica-
tion.

7. Payment of Interest
Interest on savings accounts shall be credited on a regular basis irrespective of the fact that the
account is in operation or not.

8. Levy of Charges

8.1 The banks are not permitted to levy penal charges for non-maintenance of minimum balances in
any account that is classified as an inoperative account.

8.2 No charges shall be levied for activation of inoperative accounts.
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9. Display of Unclaimed Deposits and Search Facility

Banks shall host the details of unclaimed deposits {only name, address (without pin code) and
Unclaimed Deposit Reference Number (UDRN)}, which have been transferred to DEA Fund of RBI on
their respective websites, which shall be updated regularly, at least on a monthly basis. The banks,
which do not have their own websites shall make available the above list of unclaimed deposits in
their respective branches. The database hosted on the website shall provide a search option to enable
the public to search for their unclaimed deposits using name in combination with the address of the
account holder/ entity. Upon a successful search, details of unclaimed deposits shall be displayed in a
format comprising account holder’s name(s), his/her address (without pincode) and UDRN only. In
case such accounts are not in the name of individuals, the search input and result should include
names of individuals authorised to operate the accounts. However, the account number, its type,
outstanding balance and the name of the branch shall not be disclosed on the bank’s website.

10. Fraud Risk Management in Inoperative Accounts

10.1 The banks shall not allow any debit transaction in an inoperative account unless there is a
customer induced activation as per the procedure mentioned in paragraph 6 of these guidelines.
Further, banks may also consider imposing a cooling-off period on reactivation, with restrictions on
the number and amount of transactions, as may be applicable for newly opened accounts with the
bank.

10.2 The banks shall ensure that there is no unauthorised access to customer data pertaining to the
inoperative accounts. The banks shall also ensure that adequate steps are taken to prevent data theft
and related misuse for fraudulent purposes.

11. Customer Awareness

11.1 The banks shall provide on their website as well as at their branches, the information on the
process for activation of the inoperative account/ unclaimed deposits and claiming the balances
therein. Necessary claim forms and documents may be made available for the benefit of customers.
11.2 The banks shall conduct public awareness and financial literacy campaigns regularly to educate
the members of the public about the activation of inoperative accounts/unclaimed deposits and the
prescribed procedure to claim amounts lying therein by a depositor or his/her nominee/ legal heir in
case of deceased depositor.

— Exercise |: £
Fill in the blank:
1. Account termination involves closing a customer's with the bank.
2. BC/Fs should inform customers about the and provide necessary guidance during
the account termination process.
3. BC/Fs should ensure that all outstanding are settled before initiating the account

termination process.

True / False Questions:
1. BC/Fs can unilaterally terminate a customer's account without following any specific procedures.
2. Account termination procedures are the same for all types of accounts, regardless of their nature.




— Notes

Business Correspondent/Facilitator




Participant Handbook

Unit 3.4: Escalation Procedures for Customer Queries

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

e Explain the Significance of Proper Escalation Procedures
¢ Describe the methods of Managing Various Customer Inquiries and Complaints

- 3.4.1: Importance of appropriate escalation procedures

In the banking sector, efficient and well-defined escalation procedures are essential for maintaining
regulatory compliance, seamless operations, and client satisfaction. These protocols function as a
methodical structure for managing many situations and problems that could emerge in the banking
setting.

1. Timely Issue Resolution: Encouraging prompt issue resolution is one of the main benefits of having
suitable escalation protocols. A complicated financial environment may give rise to a number of
difficulties, contradictions, or client complaints. These problems are rapidly discovered, reported to
the pertinent parties, and remedied without needless delays thanks to an escalation mechanism. This
improves consumer satisfaction while simultaneously increasing operational efficiency.

Fig. 3.4.1 Importance of Escaltion Procedures
2. Regulatory Compliance: Because banks work in a highly regulated industry, following rules and
regulations is a must. By offering a methodical approach to addressing and reporting concerns, appro-
priate escalation processes assist banks in meeting compliance obligations. Ensuring that any viola-
tions of regulatory standards are promptly detected, reported to the relevant authorities, and fixed,
lowers the possibility of regulatory fines.

3. Risk Mitigation: In the banking industry, escalation protocols are essential to risk mitigation. Banks
should reduce possible risks by taking proactive steps to escalate concerns swiftly, regardless of
whether they are connected to fraud, security breaches, or operational challenges. To preserve the
integrity of the financial system and protect the interests of the bank and its stakeholders, risks must
be recognised and addressed in their early stages.

4. Strengthening Accountability: Accountability at various organisational levels is facilitated by
well-stated escalation mechanisms. Every stakeholder is aware of their specific role and responsibili-
ties in the escalation process, which guarantees that problems are assigned to the people or groups
most qualified to manage them. A culture of ownership and accountability is fostered by this account-
ability, which enhances the effectiveness and responsiveness of the financial ecosystem.




5. Customer Trust and Confidence: In the banking sector, keeping customers' trust and confidence is
crucial. Customers are reassured that their complaints are treated seriously when issues are resolved
effectively and openly using the proper escalation procedures. Thus, the relationship between the
bank and its clients is strengthened and the bank's reputation is enhanced overall.

Scan to access the video on escalation process

Handling different types of Customer queries and Complaints
Depending on the nature of the problems, consumer inquiries and complaints in the banking sector
can be divided into several categories. These are a few typical categories:

S.No.
1.

Complaint Categories

Account-related Issues

Transaction - specific
problems

Questions concerning
Products and Services

Documentation and
Compliance

Technology-related
issues

Grievances about
customer service

Security and Fraud
Concerns

Problems with Loans

Policy and Procedure
Clarifications

Types of Complaints

Inconsistencies in Balance

Transactional disagreements

Account Statement inquiries

Issues with Account access

Ineffective transactions

Unacknowledged transactions

Fund transfer delays

ATM- associated problems

Questions concerning different financial products (Savings
Accounts, Loans, etc.)

Explanations of fees and interest rates

Details on recently launched products and services
Requirements for creating an account

Issues with document verification
Compliance-related questions (e.g., KYC processes)
Problems using internet banking

Problems pertaining to mobile banking applications
Technical issues pertaining to cards
Unpleasant encounters with bank employees

Delayed or inadequate customer service
Problems with communication
Notifying authorities of any unauthorized transactions

Suspicious activities on the account
Card security problems

Checks on the status of loan approval
Concerns about repayment

Loan Application Documentation
Recognizing bank policies

Looking for guidance on protocols
Requests for revisions or amendments to policies

One of the most important parts of the v (BC/F) function in the banking sector is managing client
inquiries and complaints. Managing these questions and grievances well is crucial to preserving client
happiness and confidence. The following is how BC/Fs might respond to various kinds of consumer
inquiries and grievances:

Business Correspondent/Facilitator  ——
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Exercise |: &

Fill in the Blank:

1.The ensures that complex customer issues are directed to higher levels of authority for
resolution.

2. BC/Fs should be aware of the channels through which issues can be within the bank.

3. Following appropriate escalation procedures is crucial for maintaining customer trust and

4. Active is a crucial skill for BC/Fs when customers express their queries or concerns.

5. BC/Fs should practice clear when communicating solutions to customers.

6. Efficient problem resolution involves and resolving issues within a reasonable timeframe.

True/ False Questions:

1. Empathy is not essential when dealing with customer concerns

2. BC/Fs should avoid documenting customer queries and complaints as it may lead to unnecessary
bureaucracy.

3. Escalation procedures primarily serve to delay problem resolution.

4. Proper escalation procedures are important to prevent critical issues from being overlooked and to
ensure timely resolution.




— Notes

Business Correspondent/Facilitator




Participant Handbook

Unit 3.5: Managing Follow-up visits and Account Management
and administering post-sale customer service

_ Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

¢ Qutline the Standard Procedures for Follow-Up Visits
e Explain the process of Updating Payment Collection Details
¢ Describe the procedure for Delivering and Collecting Payments

- 3.5.1: Standard procedures for follow-up visits

In the banking industry, follow-up visits are essential to preserving and improving the connection
between business correspondents and clients. First and foremost, these visits are a way to reaffirm
credibility and confidence. By communicating with clients regularly, BC/Fs show that they are dedicat-
ed to providing continuous assistance and taking care of any changing financial requirements or
worries. Regular communication fosters a relationship and supports the idea that the BC/F serves as
a dependable and approachable middleman between the bank and its clients.

Second, follow-up visits can foster loyalty and consumer satisfaction. Through aggressive outreach,
BC/Fs demonstrate a sincere concern for their client's financial well. Customers enjoy using this
personalised approach since it makes them feel appreciated and understood. Customers who are
happy with the financial services provided by the BC/F are more inclined to use them going forward
and could even refer others to them, which helps the company's clientele expand.

Furthermore, follow-up visits play a critical role in locating prospects for cross-selling or upselling
pertinent banking goods and services. By maintaining a current understanding of the client's demands
and financial status, BC/Fs can make customised recommendations that support the client's objec-
tives. This helps the consumer by giving them appropriate financing alternatives, and it also helps the
bank generate more income overall.

Moreover, follow-up visits turn into an effective instrument for consumer education in the context of
financial inclusion. Through these exchanges, BC/Fs may teach clients financial literacy, assisting them
in navigating financial procedures, comprehending new banking options, and making wise selections.
This teaching component is especially important in underbanked or unbanked communities where
there may be a lack of knowledge about financial services.

In conclusion, follow-up visits are important because they promote trust, improve client happiness,
find new company prospects, and aid in financial literacy. Using consistent and significant involve-
ment, BC/Fs have the potential to positively influence both specific clients and the larger society,
advancing the objectives of sustainable banking practices and financial inclusion.

Here are the standard procedures for follow-up visits by BC/Fs:
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= Customers should be contacted by BCBFs to arrange for follow-up visits.
=To guarantee a fruitful meeting, appointmentsmust be scheduled at times that work for both parties

= BCBFs are required to check the customer'saccount and transaction history prior to the visit
=They cught to be ready to handle any unique questions or issues the clientcould have

AVANA

= Reiterating the goal of the visit and any subjects to be covered, BCBFs should confirm the appointment
with the client
= 3atting expectations up front benefits both sides.

BCBFs should go over any unanswered questions or concerns from earlier exchangesduring the visit
This guarantees consistency in client pleasure and service

= Follow-up visits provide BCBFs with achanceto inform clientsabout new offeringsfrom the bank that
would be of interest to them, such asservices, products, or promaotions.

= BCBFs should be ready to any issuesorg ionsthe clientmay have hadsince their |ast
conversation in-depth. Ifrequired, thismay entail lizising with the bank's support staff.

= During follow-up visits, BCBFs are able to locate and provide pertinent cross-selling possibilities. This
involves presenting clientswith extra banking services or goods that suit theirbudgetary requirements.

NSNS\

\

= BCBFs must to proactively solicit client feedback concerning their banking encounters. This feedback
loop is helpful for ongoing service delivery improvement.

a

Following the visit, BCBFs ought to update client records with pertinent dats acquired from the .\
exchange. This covers any promises given, decisions taken, or criticism obtained.

they are followed up on promptly, eitherby themselvesor by contacting the appropriate bank
divisions.

If any promises or action items comeup during the visit, BCBFs should record them and makesure '\

— 3.5.2: Role of BC/F in updating details of payments collected —

Maintaining accurate and current financial records depends heavily on the updating of payment data
by a Business Correspondent/Facilitator (BC/F). Following the completion of different types of bank-
ing transactions, including deposits or repayments, the BC/F is in charge of appropriately entering
these transactions into the bank's information system. This entails painstakingly recording the money
received, the transaction's goal, and any pertinent client information. Ensuring regulatory compliance
and preserving the integrity of the financial system depend heavily on the correctness of these data.

In addition, the BC/F is essential to maintaining the promptness of these updates. Receivables must
be promptly and accurately recorded in order to preserve current financial data and to help clients get
updated account statements and transaction histories. This proactive strategy helps to increase client
satisfaction and confidence in the BC/F's financial services.

BC/Fs frequently have reporting duties in addition to updating payment data in the information
system. Periodically, they might have to produce reports that summarise the transactions they made,
the money they were paid, and other pertinent data. These reports have two uses: they are used
internally to help with target monitoring and performance review, and they are used externally to
give the bank and regulatory bodies transparency.

All things considered, the BC/F's responsibility for updating payment information includes accuracy,
promptness, and adherence to reporting guidelines. This diligence upholds the professionalism and
dependability of the BC/F in facilitating financial transactions for the community, as well as the
correctness of financial records and the smooth operation of the banking system.
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- 3.5.3: Delivering and collecting payments

In locations with restricted access to standard banking services, the Business Correspondent/Facilita-
tor (BC/F) serve as middlemen between the bank and its clients, playing a crucial role in the distribu-
tion and collection of payments. When it comes to payment delivery, BC/Fs help consumers obtain
their money, making sure they get their paychecks, pensions, subsidies, or other benefits. This entails
immediately disbursing the payments, adhering to security protocols, and properly confirming
customer information.

However, when it comes to payment collection, BC/Fs help clients pay for a range of goods and
services. This might entail gathering money owed to the bank on account of loans, utility bills, or other
debts. To collect payments, provide consumers with receipts, and make sure the money is correctly
recorded in the banking system, BC/Fs employ safe, standardised procedures.

All things considered, expanding financial services to disadvantaged groups, advancing financial inclu-
sion, and stimulating economic growth in isolated or rural regions depend heavily on the BC/F's deliv-
ery and collection of payments. Their operations help ensure that money moves smoothly and that
clients may receive banking services even in places where traditional bank offices might not be avail-
able.

General overview of the process

Delivering and Collecting payments process is designed to ensure efficiency, security and accuracy in
financial transactions.

Delivering Payments:

Collecting Payments:
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— Exercise

N

Answer the following questions:

1. Why are follow-up visits important for a BC/F?

2. How can BC/Fs leverage follow-up visits to promote financial inclusion?

3. Why is accuracy in updating payment details important for a BC/F?

4. What role does timeliness play in updating payment details for a BC/F?

5. How does the BC/F ensure the security of payments during the delivery and collection processes?

6. What is the significance of following standard procedures for delivering and collecting
payments?
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— Key Learning Outcomes | ¢

At the end of this module, the participants will be able to:

¢ |[dentify the Sources for Obtaining the List of Defaulters and Default Loan Accounts
e Explain the process of Assisting in Payment Recovery and Reporting

¢ Describe the Standard Formats for Various Reports

e Discuss the process of Reviewing Future Targets for Banking Operations

e Outline the Best Practices for Bank Data Security

¢ Explore the Technological Trends in Improving Security in Digital Banking
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Unit 4.1: Loan recovery and default management

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

¢ |dentify the Sources for Obtaining the List of Defaulters and Default Loan Accounts
e Explain the process of Assisting in Payment Recovery and Reporting

— 4.1.1: Sources to obtain the list of defaulters and default —
loan accounts

Effective loan recovery and default management depend on having access to a list of defaulters and
default loan accounts. These essential lists are available to BC/Fs via a variety of methods, guarantee-
ing a thorough approach to handling defaults. The primary sources are as follows:

1. Bank Branch Records: To get up-to-date information on clients who are in default, BC/Fs can work
closely with the bank branches with which they are affiliated. A detailed list of accounts with delin-
guent payments is frequently kept up to date in bank records.

2. Centralised Database Systems: Information regarding defaulters and accounts with past-due
payments is kept in centralised database systems that are maintained by numerous banks. These
databases are accessible to BC/Fs, guaranteeing a centralised and well-organized method of default
maintenance.

What s The Default Rate?

According to
The proportion of unpaid Prolonged period of The terms
loans that a lender has missed payments specified in the
written off loan agreements

Fig. 4.1.1

3. Credit Information Firms (CICs): Information firms and credit bureaus gather data on credit defaults
and credit histories. By using these organisations' services, BC/Fs can get credit reports and find
clients who have a history of loan default.

4. Cooperation with Bank Officials and Supervisors: BC/Fs must keep lines of communication open
with other bank officials as well as their supervisors. Supervisors can shed light on possible defaulters,
and cooperative efforts among bank hierarchy members can produce useful data.

5. Government Databases: When loans are backed or guaranteed by government programmes,
government organisations may keep databases including information about defaulters. To improve
their comprehension of default circumstances, BC/Fs might investigate these datasets.

o
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6. Local Community Input: BC/Fs frequently maintain strong relationships with the areas they assist.
By interacting with people in the local community, BC/Fs can obtain important information about
defaulters and maintain awareness of their client’s financial situation.

7. Sources for Law and Regulation: Information on defaulters and default accounts may be shared by
legal and regulatory authorities. To obtain important information, BC/Fs should cooperate with regu-
latory agencies and keep up to current on applicable regulations.

~ Procedure for recovering loan amount from defaulters

One of the most important parts of a Business Correspondent/Facilitator's (BC/F) job is getting the
loan amount back from defaulters. The process takes a methodical approach to uphold moral
standards and guarantee a just and efficient rehabilitation. Here is a detailed explanation of how to
pursue loan amounts from defaulting borrowers:

To find clients who have fallen behind on their loan payments, use the list of defaulters that you have acquired
from several sources

Check that the data about accounts that are in default is accurate. Verify that the clients who have been labelled
as defaulters indeed owe money

Engage in dialogue with clients who are in default to learn about their financial circumstances and the reasons
for their nonpayment. Opening lines of communication can reveal possibilities for fixing problems

compromises that take into account the customer's financial situation and guarantee the repayment of the
hal

Any contracts or payment schedules arranged with the de Information about interest
rates, the agreed-upon repayment plan, and any other relevant terms should be |ncluded in this paperwork.

*

Establish a procedure for routinely checking up with delinquent clients to track their progress towards following
the terms of the repayment arrangement. This calls for regular communication and payment activity monitoring.

*

Consider taking legal action if follow-ups and talks fail to produce results. This could entail using debt collection
services, submitting a lawsuit to the proper court, or serving legal notices.

Work closely with supervisors and ban
amount recovery. Consult the bank for advice and assistance as needed

*

Keep thorough records detailing each defaulter's situation and the development of the recovery process. Inform
bank officials of the recovery's status on a regular basis.

To determine whether the recovery process is effective, put in place procedures for continual monitoring and
evaluation. Modify tacticsin light of defaulters' changing situations.
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Scan to access the video on Recovery Management in Banking

— 4.1.2: Assisting in Payment Recovery and Reporting

A Business Correspondent/Facilitator (BC/F) is an essential component of the banking system's finan-
cial stability as it aids in reporting and payment recovery. Business Correspondents and Business Facil-
itators (BC/Fs) actively assist clients who are having trouble paying on time. They engage in frank and
sympathetic dialogue to learn the causes of the payment delays and extend support.

BC/Fs work with clients to reach workable repayment arrangements. They look into options including
rearranging payment schedules, granting extensions, or giving advice on getting out of debt. Every
customer interaction about payment recovery is painstakingly recorded by BC/Fs. Details of discus-
sions, agreements made, and any other information pertinent to the healing process are all included
in this report.

BC/Fs confirm the legitimacy of payments that clients have made. They make sure that the customer's
account displays the most recent payment status and that payments are appropriately recorded.
BC/Fs execute a methodical procedure for doing routine follow-ups with clients who have signed
repayment arrangements. These follow-ups are intended to keep an eye on compliance with the
established payment schedules and to handle any potential problems.

BC/Fs produce regular reports on the progress of payment collection activities. These reports contain
information on the number of clients helped, the amount recovered, unpaid balances, and any
difficulties experienced throughout the procedure. BC/Fs keep lines of communication open with
supervisors and bank regulators. They work with the bank to seek advice, report on difficulties, and
coordinate initiatives to increase recovery rates. They also keep them updated on the status of
payment recovery.

If follow-ups and discussions fail to successfully recover payments, BC/Fs may take the issue up to
higher levels of the bank. This guarantees that cases that remain unresolved get the help and atten-
tion they require. BC/Fs take an active part in programmes aimed at continuous improvement. They
evaluate the efficacy of payment recovery tactics, pinpoint development opportunities, and work in
tandem with the bank to optimise overall recovery procedures.

For BC/Fs, upholding ethical standards and regulatory compliance requirements is crucial to the
payment recovery process. They guarantee the safety of their clients, privacy, and equitable treat-
ment in all dealings.

Roleplay:
Let’s look at the scenario, “Payment Recovery Consultation” between BC/F (Participant A) and
Customer (Participant B), who is facing challenges in making payments on time.

Guidelines: BC/F to introduce and express empathy -> understand the situation through open-ended
guestions and by demonstrating active listening -> negotiate and explore various solutions -> Explain
the importance of documentation -> explain the process of verification -> Status reporting -> Continu-
ous Improvement Discussion
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— Updating details in Information Systems

Maintaining the accuracy, efficiency, and security of banking activities depends heavily on updating
details in the information system for multiple reasons.

First of all, it guarantees that the data in the system is up to date and accurate, representing the most
recent exchanges with customers, transactions, and adjustments to their financial situation. Regular
updates give a precise picture of the customer's connection with the bank, which helps the bank and
the customer make well-informed decisions.

Importance of
updating customer
| detailsin |
\ Information f
\ Sysytems

Furthermore, adhering to regulatory obligations depends on having correct and current information.
Financial institutions must follow reporting guidelines established by regulatory authorities and keep
accurate records. The bank can complete these responsibilities by regular updates, which lowers the
chance of non-compliance and the fines that come with it.

Regular updates also protect the confidentiality and security of consumer information. The risk of
unauthorised access or misuse of out-of-date information is reduced by immediately updating the
system. This preserves the honesty and reliability of the banking system in addition to safeguarding
the consumers.

Additionally, current data improves the general client experience. BC/Fs are better able to deliver
individualised and pertinent services when they have access to the most recent consumer data. Stron-
ger client relationships and more customer satisfaction follow from this.

Information systems that are updated regularly help financial institutions operate more efficiently in
the larger banking sector. Banks can optimise resource allocation, minimise errors, and streamline
procedures with the help of precise and up-to-date data. This operational effectiveness helps the
bank stay competitive in the market and rapidly address the needs of its customers.

To sum up, updating details in information systems is important for reasons other than data manage-
ment. It is a basic procedure that supports client pleasure, security, regulatory compliance, and the
general operational efficacy of banking organisations.
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Business Correspondents and Business Facilitators (BC/Fs) must take into account a number of critical
factors when updating information in information systems to guarantee accuracy, security, and com-
pliance. The following are the main things that BC/Fs need to remember:

Accuracy of the data: BC/Fs are responsible for making sure that the data entered into the system is
correct and represents the real information that the clients have given.

Errors must be avoided by double-checking and confirming the data before changing it in the informa-
tion system.

Current Updates: To reflect real-time changes in consumer information, updates to the information
system should be made as soon as possible. Updates that are timely aid in keeping customer data
current and support sound decision-making.

Fig.4.1.3
Security Measures: To prevent unwanted access to client information, BC/Fs must follow stringent
security procedures. Make use of secure login credentials, adhere to encryption guidelines, and
refrain from disclosing private information to unauthorised parties.

Regulatory Guidelines: BC/Fs are required to abide by the rules and regulations established by bank-
ing authorities. Following these recommendations guarantees that the modifications are made in
compliance with all applicable laws and regulations.

Confidentiality of Customer Information: Maintaining the confidentiality of customer information is
imperative during the update process. Don't disclose or give away private consumer information to
uninvited parties.

Documentation and Record-Keeping: Make sure that the information system updates are appropri-
ately documented. For the sake of reporting, audits, and future reference, keep a record of the modi-
fications.

Procedures for Verification: Put verification processes in place to guarantee that the updates are
authorised and genuine. Cross-referencing data with customer-provided supporting papers may be
necessary for this.
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~ User Education and Knowledge

Make certain that BC/Fs have received sufficient training on the features and upgrades of the infor-
mation system. Make staff members at BC/F aware of the significance of processing data securely and
accurately.

Data Integrity Checks: To find and fix any inconsistencies in the information system, do periodic data
integrity checks. Procedures for cleaning data add to the system's overall dependability.

Audit Trails: Keep track of past updates and modifications to the information system by keeping audit
trails.
Transparency and accountability are ensured via audit trails in the event of any disputes or questions.

Scan to access the video on Understand the difference between Regulatory reporting, compliance reporting and financial reporting

N

— Exercise

Fill in the blanks:
1. Bank's branch can provide BC/Fs with a list of defaulters and default loan accounts.

2. Identifying defaulters through cooperation with credit bureaus and financial institutions is one of
the most important

3. The bank's should be often inspected by BC/Fs to find clients who have past-due
payments.

4. BC/Fs can get useful information about customers who have fallen behind on their loans from the
5. BC/Fs can get precise and current information on defaulters by contacting the bank's
department.

6. Through their interactions with clients and provision of essential support, BC/Fs are vital in
enabling the process.

7. To successfully recover payments, BC/Fs are required to adhere to the protocols as
specified by the bank.

8. To properly communicate with the bank and report on the progress of payment recovery attempts,
BC/Fs must maintain comprehensive records of

9 The coordination of payment recovery and reporting efforts between bank branches and BC/Fs is
contingent upon the relationship.

10. BC/Fs should update the information system and monitor the status of payment recovery using
the proper instruments and techniques.

100 '
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Unit 4.2: Reporting in Banking Operations

_ Unit Objectives | @

At the end of this unit, the participants will be able to understand:

e Describe the Standard Formats for Various Reports
e Discuss the process of Reviewing Future Targets for Banking Operations

— 4.2.1: Standard format for various reports

To guarantee efficient administration, compliance, and performance monitoring, BC/Fs are in charge
of keeping track of a variety of reports related to banking activities. The following report types,
together with their respective significance, are typical ones that BC/Fs must keep up to date:

Status Reports on Sourced Customers: The BC/F's reports include a thorough summary of the clients
it has procured. They contain information on transactions, account status, and any problems or
worries. These reports are essential for monitoring client involvement, pinpointing areas in need of
development, and providing performance to managers and supervisors. The suggested format for the
report is as follows:

Bank Transactions Reports: These reports provide information about the many types of transactions
that clients have made. These reports are crucial for monitoring the movement of money, seeing
patterns, and guaranteeing the accuracy of financial documentation. They facilitate regulatory com-
pliance by offering an open and transparent accounting of financial transactions. The suggested
format for the report is as follows:

Reports on the Amount and Type of Complaints Received: These records list the quantity and type of
client complaints. Finding opportunities for improvement in communication, product offerings, or
customer service is made easier by analysing this data. It also helps with the implementation of
corrective actions to improve customer satisfaction and deal with any problems that keep coming up.
The suggested format for the report is as follows:
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Targets Achieved Reports: Reports on targets attained describe how the BC/F performed in relation
to predetermined objectives. These reports support performance evaluation of both individuals and
teams, benchmarking for improvement, and coordinating activities with organisational goals. They
are essential for talks on goal-setting and performance reviews.

Review Future Targets Reports: These reports offer information about the BC/F's future objectives.
Through the evaluation of future goals, BC/Fs can plan their operations strategically, distribute
resources efficiently, and coordinate their efforts with the organization's long-term goals. This
future-focused viewpoint encourages proactive and knowledgeable decision-making.

~ 4.2.2: Reviewing Future Targets for Banking Operations

A supervisor of BC/Fs must take into account several important factors when evaluating future targets
for banking operations to guarantee efficient planning, resource allocation, and goal achievement.
Examining these factors is crucial for performance optimisation, problem identification, and coordi-
nating team activities with the bank's overarching objectives. Below are the Roles and Responsibilities
of BC/F supervisor (extract referred from Central Bank of India):

¢ To monitor the working of BC Agents assigned to him/her daily through BC Dashboard / telephonic
Calls / online VC meetings besides a monthly visit to BC Points

e Fixation of targets and monitoring the progress vis-a-vis target

e To Ensure that banking services are available to the identified villages/SSAs (Sub Service
Areas)/NonSSAs including communities in rural/urban / metro areas

¢ To educate BC about their roles and responsibilities

¢ To ensure redressal of grievances of customers / BCs and submit feedback to link branch with a copy
to Regional Office

¢ Conduct meetings in the villages/SSAs/non-SSAs as well as communities in their operational area to
encourage villagers/customers to avail of banking services of our bank and submit reports to linked
Regional Offices

e Visit allocated villages / SSAs / non-SSAs as well as communities and BC points in the district at least
once a month

e Monitor and control the activities of the BCs in coordination with the link branch and ensure that
BCs remain active

¢ Ensure that the BCs are operational during working hours as per extant guidelines of the Bank.X To
ensure that BCs are not doing any type of off-line transactions at BC point

¢ To ensure that BCs are engaged in cross-selling of Central Bank of India and third-party products

¢ To ensure that BCs are engaged in the recovery of the Central Bank of India

¢ Plan and organize camps in consultation with the link branch/Regional Office from to time to
achieve various targets

¢ To coordinate with the branch and CBCs/Service provider for appointment of BC for the identified
location

¢ Any other terms and conditions as applicable.
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Fig. 4.2.2

A supervisor can improve the BC/F team's strategic planning process, reduce risks, and promote a
continuous improvement culture by carefully going over the following factors. The accomplishment of
future goals and the general success of banking operations are facilitated by this proactive strategy.

¢ Goal Alignment: Make sure that future targets are in line with the bank's overarching strategic
goals. This alignment guarantees that the work of BC/Fs directly advances the larger goals and objec-
tives. Check that the suggested goals align with the financial goals and business plan of the bank.

¢ Requirements for Resources: Evaluate the human, technological, and financial resources needed to
meet the upcoming goals. Planning resources effectively is necessary for an implementation to be
successful. Determine whether the resources at your disposal are adequate and whether you require
any more help or training.

¢ Risk assessment: Determine any hazards and difficulties that could prevent future goals from being
met. The creation of mitigation solutions is made possible through proactive risk assessment. Examine
the risks related to alterations in regulations, market conditions, and internal operational difficulties.

¢ Consumer needs and market trends: To make sure that the future aims are pertinent and adaptable
to changing demands, stay up to date on market developments and shifts in customer preferences.
Take into account the potential effects of consumer demands and market conditions on the viability
and accomplishment of the intended goals.

¢ Performance Metrics: Establish the key performance indicators (KPIs) that will be utilised to gauge
future goal progress. Well-defined metrics serve as a foundation for continuous performance assess-
ment. To monitor the team's performance and make necessary strategy adjustments, establish and
evaluate KPls.

¢ Needs for Training and Development: Determine whether there are any knowledge or skill gaps
among BC/Fs, then organise training programmes that will strengthen their capacities. Evaluate the
team's present skill set and pinpoint any areas that can benefit from more training or development
opportunities.
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~ Scenario: Resolving Unresolved Queries

Resolving unanswered client questions and communicating about them effectively are the objectives.
Instructions: Divide participants into pairs and assign them the roles of Manager and BC/F. Give the
scenario the background information it needs, then allow participants to take turns portraying the
various roles.

Question for BC/F (Participant A):

You have encountered two customer queries regarding a cash withdrawal discrepancy and a delayed
fund transfer. How would you initiate the conversation with the manager about these issues?

Question for Manager (Participant B):

As the manager, how would you respond to the BC/F's approach to discuss the unresolved queries?
What initial guidance would you provide?

Question For BC/F (Participant A):

The manager requests more information regarding the disparity in cash withdrawals. In what way
would you describe the circumstances and the actions you've taken to look into it?

Question for Manager (Participant B):

How would you help the BC/F resolve the cash withdrawal issue, given the information they have
provided? What steps would you recommend?

Question For BC/F (Participant A):

Regarding the fund transfer inquiry, how would you characterise the client's worries and what steps
have you taken so far to resolve the matter?

Question for Manager (Participant B):

What actions would you suggest as a manager to look into the delayed fund transfer? In what manner
would you organise with the technical group?

Query for BC/F (Participant A):

The manager recommends informing the clients of any updates. In what way would you comfort the
manager and make sure that the impacted consumers were properly informed?

Question for Manager (Participant B):

While appreciating the BC/F's efforts, what more help or resources would you provide to hasten the
answering of these consumer inquiries?

Question For BC/F (Participant A):

How would the BC/F wrap up the discussion with the manager to make sure you both understand the
expectations and the next steps?

Question For both participants:
When you look back on this role-play, what insights did you get about how BC/Fs and management

can effectively communicate to resolve customer inquiries? What other steps or enhancements might
be taken into consideration?
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— Exercise

=

Fill in the blanks:

1. The report offers information on bank activities, target accomplishment, and client
status.
2. The report is created in banking operations to examine the quantity of complaints

and future goals.

3. To keep track of the amount of money distributed, payments received, and goals met, BC/Fs keep

a report.

4.The report is essential for tracking BC/F performance and evaluating goal attain-
ment.

5. To keep consistency, it is imperative to follow the when writing a report on banking
activities.

6. BC/Fs should actively engage in sessions to comprehend and match the bank's

future goals.

7. During the process of future targets, it is essential to assess the current market
trends and customer demands.

8.To develop a plan thatis in line with the overarching objectives of the banking oper-
ations, BC/Fs and their supervisors must work together.

9. BC/Fs need to keep up with the most recent trends and industry best practices to meet future
targets.

10. To make sure that all members of the team and supervisors agree on future goals, regular
is essential.
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Unit 4.3: Security Procedures in Handling Customer Information

.

— Unit Objectives | ©

At the end of this unit, the participants will be able to understand:

e Qutline the Best Practices for Bank Data Security
e Explore the Technological Trends in Improving Security in Digital Banking

~ 4.3.1 Best Practices for Bank Data Security

Banks must use a 360-degree strategy to protect sensitive data to prevent internal or external data
breaches. This entails safeguarding internal procedures about staff, suppliers, and systems in addition
to the customer-facing portion of banking operations. The following are five suggestions for data
security in the banking sector:

1. Authentication:

Every transaction in the bank must be authenticated by verifying the identity of the individual initiat-
ing the transaction. This covers clients accessing online or mobile banking platforms, in-person bank
visits, and credit/debit card transactions at ATMs and point-of-sale terminals. Employees of banks
who have access to client and bank data are likewise covered by this. A password or PIN and identifi-
cation were all that was needed for authentication in the past, but many banks now use two-factor
and multi-factor authentication to make sure the person is who they say they are. To confirm their
clients' identities, banks are also employing biometric authentication methods, such as behavioural
biometrics during interactions with Interactive Voice Response (IVR) systems.

2. Records of Audit:

A passbook or statement containing the history of all the bank transactions was always available.
Every action that occurs during a customer's engagement with the banking systems is also recorded
in an audit trail. This is essential for reacting swiftly to events, such as ransomware attacks or security
breaches. The time of the encounter is logged together with the facts, regardless of whether the
customer is utilising online or phone banking. This data is regularly backed up, never entirely erased,
and archived at predetermined periods. Keeping up a response strategy for security incidents is one
aspect of the audit trails.

3. Secure Infrastructure:

Secure infrastructure includes the servers and database systems used to hold data, as well as the
security perimeters put in place to protect them. In any fundamental financial system, production
data is often encrypted. Critical infrastructure is handled by authorised suppliers exclusively, and
access to production systems is restricted. Securing these databases requires efficient access control.
Important information such as the customer's name, address, and bank account number must be
hidden if testing calls for it. Suppliers of applications are typically not the same as those of infrastruc-
ture. Special equipment that blocks access to USB ports, social media websites, and personal emails is
typically provided to bank personnel. When utilising public WiFi, employees can only access the
banks' network over a VPN.

4. Secure Processes:

Banks have set up several procedures to guarantee that security is tested and put into practice. Exam-
ples include safeguarding specific areas within the building and remote data centres, non-disclosure
agreements (NDA) for staff and vendors, and Know Your Customer (KYC) updates for clients.
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Banks may protect their customers' personal information, including credit card numbers and identi-
ties, by reducing insider risks through the use of Data Loss Prevention (DLP) solutions. Additionally, by
helping banks comply with data protection laws like PCI DSS and GDPR, these solutions may guarantee
that their security measures uphold industry standards and preserve the privacy of their clients'
personal information. Additionally, procedures about national, international, and local legislation are
put into practice, and risk analyses are done to make sure these procedures comply with the require-
ments.

5. Ongoing Communication:

Apart from the normal account statements that are prepared and given to customers, banks also keep
in regular contact with customers regarding system upgrades, new authentication methods, etc. To
make sure they are notified of any unexpected action about their accounts, customers can also set
limitations and alerts depending on certain situations. Although there are other ways to communi-
cate, the arrangement is adaptable to suit the needs of the clients.

~ Technological trends in improving security in Digital Banking

By resolving the issues raised by cyber threats and guaranteeing the security of financial transactions
in the digital age, these technological advancements work together to create a complete and flexible
security framework in digital banking.

Biometric authentication: A more easy and safe way to authenticate users is to employ biometric
data, such as voice, facial, and fingerprint recognition. In addition to typical passwords, biometrics
offer an extra degree of security.

Multi-Factor Authentication (MFA): To access an account, users using MFA must present two or more
forms of identity. A combination of passwords, SMS codes, biometrics, or other authentication factors
may be used in this situation.

Blockchain Technology: Blockchain provides a tamper-resistant, decentralised method of recording
transactions. By offering an unchangeable and visible ledger, lowering the possibility of fraud, and
guaranteeing the accuracy of financial data, it improves the security of digital banking.
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Artificial Intelligence (Al) and Machine Learning: These two fields are vital to the detection of anoma-
lous patterns and possible security risks. These tools can detect abnormalities and stop fraud by
instantly analysing enormous volumes of data.

Endpoint Security: Endpoint security has grown crucial as more and more people use mobile devices
for banking transactions. Sophisticated endpoint security tools guard networks and devices against
online attacks, guaranteeing the safety of online banking transactions.

Cloud Security: Due to their scalability and flexibility, cloud-based solutions are being used by numer-
ous institutions. Sturdy cloud security protocols, such as access limits, encryption, and monitoring, are
put in place to safeguard private information kept on the cloud.

Quantume-safe cryptography is becoming more and more important as quantum computing develops
because it can guard against the possible harm that quantum computers may pose to conventional
encryption techniques.

Behavioural analytics: This method looks for abnormalities in user behaviour that can point to fraud
by analysing patterns of behaviour. Banks can spot questionable transactions and take action by
closely observing user behaviour.

Secure APIs: Secure Application Programming Interfaces (APIs) are crucial in light of the growing
usage of third-party apps and open banking. Strong security standards are necessary for APls to
safeguard data transfers between various platforms and services.

Cyber Threat Intelligence: Banks utilise cyber threat intelligence to remain up to date on the most
recent attacks and vulnerabilities. Retaining a robust security posture requires proactive monitoring
and quick reaction to new threats.

|

— Exercise |: &

Short Answer Questions:

1. Why is encryption considered a fundamental best practice for securing bank data?

2. Explain the principle of the least privilege and its significance in bank data security.

3. Explain the concept of Multi-facto authentication (MFA) and its importance in the context of
digital banking security.

4. How do artificial intelligence (Al) and machine learning contribute to strengthening security
measures in digital banking platforms?
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