Updates on Credit Cards for our certificate course on Credit Card for Bankers
1) For undertaking credit card business, banks are not required to obtain prior approval for the same. This applies even in those cases where banks desire to start the credit card business in a tie up arrangement. The only thing what is needed is an approval from their Board. However, in case, banks desire to setup a separate subsidiary for taking credit card business, it is necessary to obtain prior approval of RBI.

2) Banks have been advised by RBI that credit card business is undertaken in a customer friendly manner.

3) Before issue of credit cards, banks need to assess the credit risk more particularly to persons with no independent financial means such as students etc. While issuing add-on cards, the principal card holder should be informed that the liability will be that of principal card holder.

4) As per code of banks commitment of customers, it is obligatory on the part of banks to convey in writing the reasons for rejection of the loan application. These guidelines are applicable for rejection of credit card applications also.

5) In case, it is decided to issue a credit card, banks should assess the total credit available to any consumer & decide on credit limit based on the basis of declaration given in the application form / and or credit information report.

6) Before issuance of credit card, KYC requirements must be fulfilled and it is the responsibility of the bank to complete KYC requirement even where DSAs solicit business on behalf of the bank.

7) The banks should inform the terms & conditions applicable for usage of credit card in a language which is clear, simple and comprehensible. These terms & conditions should be made available at all stages i.e. during marketing, time of application, at acceptance stage etc. More importantly, the method of calculation of interest & charges etc should be explained to the card holders with examples. The monthly statement should caution the card holders about the pitfalls in paying only the minimum amount due.

8) Any changes in charges (other than interest) may be made with prospective effect only. The card holders need to be given a notice of any charges at least one month before. In case, the charges are to the disadvantage, card holder may be permitted to surrender his card without levying any extra charge for such closure.

9) Banks have been asked not to issue any unsolicited cards. The cards need to be issued only upon receipt of written request from a client. As per instructions in force, if any card is issued without written request and if a client objects, the card issuing bank has to reverse the charges as indicated in the credit card statement & additionally pay a penalty amounting to twice the value of charges without demur, to the recipient. The possibility of misuse of such unsolicited cards is not ruled out in such an event. Any loss arising out of misuse of such unsolicited cards will have to be borne by the card issuing bank/NBFC and the card holder in whose name the card is issued is not to be held liable.

10) In order to curb Unsolicited Commercial Communication (UCC), the Telecom Regulatory Authority of India (TRAI) has framed Telecom Unsolicited Commercial Communications (UCC) Regulations 2007. As per the Regulations, all Telecom service providers need to set up a mechanism to receive request for subscribers who do not want to receive UCC & for this purpose, the telecom service providers have to maintain & operate a Private Do Not Call List. Such a list should include Telephone number & other details of all such subscribers. This list should be updated online by operators to a National Do Not Call Registry which will be maintained by National Informatics Centre. The Telecom Unsolicited Commercial Communication (UCC) Regulations 2007 have been notified in the Gazette on 6th June 2007. 

Before engaging Telemarketers banks have to ensure that the telemarketers are registered with DoT, Govt of India. Once they are engaged, the list of Telemarketers should be furnished to IBA to enable IBA to send it to TRAI. IBA will be the coordinating agency at the industry level for compliance with regulations of TRAI requirements.

11) Banks do have a system of reporting the names of credit card defaulters to Credit Information Company. As on 30/08/2011, RBI has given permission to 4 credit Information Companies to operate

 
1. Credit Information Bureau of India Ltd

2.  Equifax

3. High Mark

4. Experience

Banks need to report the status whether defaulter or not to at least one credit Information Company as per guidelines issued by RBI. The procedure for reporting to credit information companies should be approved by the Board of the bank. 

12) Regarding collection of dues for the card holders, banks should comply with the guidelines issued by RBI as well as para 6 of code of Banks Commitment to Customers (Ref BCSBI code). The guidelines should cover: 
a) Engagement of recovery agents

b) Incentives to recovery agents

c) Methods to be followed by recovery agents

d) Training to recovery agents

e) Use of forum of Lok Adalats

f) Periodical review of the recovery agents

13) By adoption of code of Bank’s Commitment to Customers prepared by Banking Codes and Standards Board of India, Bank inter alia have advised the clients that:

i) The collection policy is built on courtesy, fair treatment and persuasion.

ii) Details of recovery agency firms/companies will be displayed on banks website.

iii) Bank’s staff or recovery agent will identify & display authority letter issued by bank on request.

iv) The recovery staff would ordinarily contact you at the place of your choice and in the absence of any specified place, at the place of your residence & if unavailable at residence, then at the place of business/occupation.

v) Interaction with clients will be in a civil manner.

vi) Normally, the client will be contacted between 7am to 7pm unless special circumstances warrant otherwise

vii) As far as possible the recovery staff will avoid calls at a particular time if requested

viii) Bank will extend all necessary assistance in resolving the dispute in a mutually acceptable and in an orderly manner

ix) During visit to client’s place for collection of dues, decency & decorum would be maintained

x) Recovery staff will ensure that on inappropriate occasions such as bereavement in family or such other calamitous occasions visits/calls would be avoided.

14) For dealing with complaints, if any, the name, designation, address & contact numbers of important executives as well as the Grievance Redressal officer of the bank is required to be displayed on the bank’s website. If the complainant does not get a satisfactory response from the bank/NBFC which is a subsidiary of the bank within a maximum period of thirty (30) days from date of lodgement of complaint, the client concerned will have the option of approaching the office of Banking Ombudsman for redressal of his grievances.
15) As per the Banking Ombudsman Scheme in force, non-observation of RBI’s guidelines on engagement of recovery agents is under the purview of the scheme. As per the scheme, Banking Ombudsman can award compensation not exceeding Rupees one lakh to the complainant in case of complaints arising out of credit card operations, taking in to account the loss of complainant’s time, expenses incurred by him as also harassment & mental anguish suffered. A client can also appeal against the award/order passed by the Banking Ombudsman. The Appellate Authority is the Dy. Governor of RBI.
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