
The RBI has notified that the guidelines for LEI for borrowers have been extended to Urban Co-operative

Banks (UCBs) and NBFCs. Non-individual borrowers with exposures above ₹25 Crore are required to obtain

their LEI by April 30, 2023, and borrowers with exposures between ₹10-25 Crore have until April 30, 2024.

Similarly, borrowers with exposures between ₹5-10 Crore will also be required to obtain LEI by April 30, 2025.

Borrowers who fail to obtain LEI codes will not be sanctioned any new exposure nor shall they be granted

renewal/enhancement of any existing exposure. Exemptions from the provision are only for

Departments/Agencies of Central and State Governments.
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RBI has been initiating measures to improve the

availability of digital infrastructure for banking

services. Pursuant to the announcements made in

the Union Budget 2022-23, and recommendations

of the RBI Working Group, guidelines have been

issued by RBI for the setting of DBUs by commercial

banks. A DBU is a specialised fixed point business

unit/hub housing certain minimum digital

infrastructure for delivering digital banking

products and services, as well as servicing existing

financial products and services digitally, in both self-

service/assisted mode, to enable customers to have

cost-effective/ convenient access and enhanced

digital experience with most services being

available in self-service mode at any time, all year

round. These guidelines specify the Infrastructure,

Resource, and Cyber Security requirements,

minimum products/services that need to be offered,

corresponding regulatory reporting requirements,

the Role and Oversight of the Board etc. 

Establishment of Digital Banking Units (DBUs)

In 2018, the amended Section 17 of the RBI Act

empowered the Reserve Bank to introduce the

Standing Deposit Facility (SDF) – an additional tool

for absorbing liquidity without any collateral. RBI

has operationalized the SDF w.e.f.April 8, 2022 with

an interest rate of 3.75 per cent. The SDF will replace

the fixed rate reverse repo (FRRR) as the floor for

the LAF corridor. Both the standing facilities viz., the

MSF and the SDF will be available on all days of the

week, throughout the year. Under the SDF, eligible

entities can submit their bids on the RBI’s e Kuber

system to place deposits with the RBI on an

overnight basis. Deposits under the SDF shall not be

reckoned as balances eligible for the maintenance

of the cash reserve ratio (CRR) under Section 42 of

the RBI Act, 1934, but shall be an eligible asset for

maintenance of the statutory liquidity ratio (SLR)

under Section 24 of the Banking Regulation Act,

1949.

“Non-banking financial sector is at an inflection point right now. From here the entities
which put interest of the customer above everything else, are responsible while
innovating and have strong governance culture, will thrive while others will fade with
the passage of time. The Reserve Bank has been carrying out calibrated modifications
and adjustments to mould the NBFC regulations in the changing business
environment..”

- M Rajeshwar Rao – Dy. Governor - RBI

Operationalisation of Standing Deposit Facility 
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Banks had been granted a special dispensation of

enhanced HTM limit of 22% of Net Demand and

Time Liabilities (NDTL), for SLR eligible securities

acquired between September 1, 2020, and March 31,

2022, until March 31, 2023. It has been decided to

further enhance the existing HTM limit to 23% of

NDTL and allow banks to include securities

acquired between April 1, 2022, and March 31, 2023,

under the enhanced limit of 23%. The enhanced

HTM limit of 23% shall be restored to 19.5% in a

phased manner, beginning from the quarter ending

June 30, 2023, i.e. the excess SLR securities acquired

by banks during the period September 1, 2020, to

March 31, 2023, shall be progressively reduced such

that the total SLR securities held in the HTM

category as a percentage of the NDTL do not

exceed 19.50% as on March 31, 2024.

Review of Statutory Liquidity Ratio (SLR)
holdings in Held to Maturity (HTM) category 

www.compliancematters.in 
compliance.matters@compliancematters.in

Follow us:

Bank of Maharashtra has been penalised ₹1.12 Crore

by the RBI for regulatory non-compliance. The

penalty was levied on the Bank for failing to allot

Unique Customer Identification Codes (UCIC) to its

individual customers as per KYC norms, to ensure

integrity and quality of data submitted in CRILC,

and to comply with outsourcing regulatory

requirements by not entering into a Service Level

Agreement (SLA) and not reviewing the outsourcing

arrangement for one of its outsourced financial

services.

Manappuram Finance Limited was found to be in

breach of RBI’s guidelines on KYC and small pre-

paid instrument requirements. Consequently, RBI

has imposed a monetary penalty of ₹17,63,965 on

the NBFC. 

Penalty Corner

A monetary penalty of ₹36 lakh has been imposed

on Central Bank of India for non-compliance with

RBI’s guidelines on customer protection and

limiting the liability arising from unauthorized

electronic banking transactions. Statutory

Inspection revealed that the Bank had failed to

credit the amount involved in an unauthorised

transaction to the customer within 10 working days

from the date of notification by the customer. 

The rapid growth in the NBFC sector, its interconnectedness with the financial system, and
consequent systemic impact have spurred regulators to review the regulatory framework in line
with the changing risk profile of NBFCs. 
Read more: "Are NBFCs equipped for "Transition without Disruption?"

Axis Bank was imposed a penalty of ₹93 lakh by RBI

for non-compliance with extant regulatory

guidelines. The bank (i) did not maintain the

prescribed margin in case of intraday facilities

sanctioned to stockbrokers, (ii) followed restrictive

practices in sale of insurance products to

customers, (iii) failed to verify the copy of officially

valid documents so produced by the clients, with

the originals, while establishing account based

relationships, (iv) had instances of customer IDs

having multiple CIFs instead of a Unique Customer

Identification Code (UCIC), and (v) levied penal

charges for non-maintenance of minimum balance

in savings bank accounts, not directly proportionate

to the extent of the shortfall observed. 

Since the Marginal Standing Facility (MSF) has been

reduced to 2 percent from 3 percent of NDTL from

January 1, 2022, the total HQLA carve-out from the

mandatory SLR, which can be reckoned for meeting

the LCR requirement, has been reduced to 17

percent of NDTL (2 percent MSF plus 15 percent

FALLCR) from 18 percent.

On a review, RBI has decided to permit banks to

reckon Government securities as Level 1 HQLA

under FALLCR within the mandatory SLR

requirement up to 16 percent of their NDTL.

Accordingly, the total HQLA carve-out from the

mandatory SLR, which can be reckoned for meeting

LCR requirements will be 18 percent of NDTL (2

percent MSF plus 16 percent FALLCR.

Basel III Framework on Liquidity Standards –
Liquidity Coverage Ratio (LCR)

IDBI Bank has been penalised ₹90 Lakh by the

Reserve Bank for non-compliance with multiple

regulatory requirements. Inspection by the

regulator revealed that the Bank had reported

frauds with a delay, submitted flash reports on

frauds exceeding ₹5 Crore with a delay, and had

failed to implement adequate time-restrictions and

data access controls on holidays for corporate net-

banking that resulted in unauthorised debit

transactions. 
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