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Rights without duties
make anarchy
Duties without rights
make slavery

- Francis Bacon
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( LESSONS FROM HDFC )

Widely-held shareholding is not the ideal
solution

Last week's voting on a special resolution seeking
the reappointment of a few directors at HDFC has
turned the spotlight on the risk in programmed voting
by custodians who act on behalf of foreign portfolio
investors and depend entirely on the
recommendations of a handful of proxy advisory
firms based overseas. Two senior directors of HDFC,
former Reserve Bank of India Governor Bimal Jalan
and chartered accountant Bansi Mehta, who had
offered themselves for reappointment, resigned just
before the annual general meeting after two proxy
firms asked investors to vote against them. The
third, Deepak Parekh, barely managed to get the
required votes. The need for this vote arose after
the Securities and Exchange Board of India mandated
in March this year that any director above the age
of 75 seeking reappointment must do so via a special
resolution. In company law, a special resolution
requires 75 per cent of the votes cast in favour of
the resolution.

The substance of the position taken by the proxy
firms in the case of Mr. Jalan and Mr. Mehta - the
age factor, record of attendance, etc — is hard to
question. The guidelines of these firms, available
publicly, are clear: They will generally vote for the
election of directors unless certain conditions are

not met. But there are several issues here that go
beyond a standard template. The fact is that such
advisory firms, operating from a distance, may not
give due weight to local factors. For example, no
one in India would argue that Mr. Parekh's continuing
chairmanship of HDFC is a negative for the firm
that he built. Also, one of the reasons why the
proxy firms advised voting against Mr. Parekh was
that he is on the board of several other companies.
But HDFC is hardly run by Mr. Parekh on a day-to-
day basis; so, to vote against him purely on technical
grounds can be meaningless.

The question that has also arisen is whether these
advisory firms should become regulated entities in
India. But that can be a difficult solution as these
entities cannot be forced to register with Sebi and
are free to operate in other countries and give their
opinion. Besides, foreign investors are not obliged
to follow their view; they do so voluntarily. The
underlying issue is one of shareholding. Many of the
leading private banks are foreign-majority owned,
yet they are considered Indian banks. Given the
realities of the capital market, it is impossible to force
Indianisation of their ownership. The larger issue is
that the Reserve Bank of India should not have
policies that encourage even more foreign
ownership, which would be the inevitable result of
insisting on diluting Indian bank promoter holding in
favour of widely-held shareholding. While technically
the dilution of promoter holding will result in more
broad based shareholding, the fact that FIIS follow
the lead of a couple of advisory firms means that
some of them will vote in a coordinated fashion, as
has happened with HDFC. This takes away the
perceived advantage of broad based shareholding.
Further, FIIs voting in such coordinated fashion would
be operating outside of the 15 per cent voting cap
on a single shareholder. As a result, the end result
would be counter-productive.

Besides, after the experience with ICICI Bank, it
cannot automatically be assumed that widely-held
shareholding necessarily implies better corporate
governance. The counter-argument could equally
apply, that better governance might result if the
controlling interest has greater 'skin in the game'. It
is probably a good time to examine whether the
ownership rules relating to private banks need to be
changed or tweaked.

Courtesy : Business Standard
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TACKLING FRAUDS IN ELECTRONIC
BANKING

Recourse is available based on whether the fault lies at
your end or with the bank

The thrust on electronic transactions, post-demonetisation,
has seen the RBI alerting customers to frauds in such
transactions and recourse available to them, through its
“Jaankar Baniye, Satark Rahiye” campaign. Electronic
transactions can be online, such as internet banking, mobile
banking or pre-paid instruments, for which the payment
instrument (card) is not needed. They can also be in the form of
ATM or point-of sale transactions that require the card. Here’s
what you should know:

Zero or limited liability

Unfortunately, if you get entangled in a fraudulent electronic
transaction, you have zero or no liability in case the negligence
or deficiency is on the part of the bank. This is irrespective of
whether you report the fraud to the bank or not. You have a
right to get back the money you lost entirely, come what may.

However, if the fraud occurred due to your negligence, you
will have to bear the entire loss until you report the matter to the
bank. Once you report it, the bank must take remedial action
immediately. If it doesn’t and the fraud continues, the bank will
become liable to compensate you for the loss occurred after
reporting the matter to it.

Time is of essence

When there is no deficiency on either your part or on the
part of the bank, but the fraud has happened because of a
breach elsewhere in the system, the time you take to notify it to
the bank becomes crucial in deciding how much of the loss will
be made good. In case you report it within three working days,
the entire loss will be made good. If you report it within four to
seven working days, you will have to bear a maximum of
%5,000-25,000 depending on the nature of the transaction.
The remaining amount will be made good to you.

If there is a delay beyond seven days, what you must bear
and what the bank should, will be decided by your bank
internally.

Duties of the bank

With the RBI setting strict time-lines and clearly drawing
your rights and responsibilities in case of a fraudulent
transaction, it helps to know what the duties of the bank, in this
regard, are.

As per RBI circular on customer protection issued in July
2017, while email alerts are not mandatory, banks must ask

their customers to register for SMS alerts and these alerts are
required to be mandatorily sent to them.

Moreover, banks must also enable customers to instantly
reply to the SMS and e-mail alerts to notify objections to the
transaction immediately.

Besides, a direct link for lodging the complaints, with specific
option to report unauthorised electronic transactions, must be
provided by banks on the home page of their websites.

Also, an immediate/auto response should be sent to the
customer, acknowledging the complaint along with the
registered complaint number.

Once you inform the bank of the fraud, the bank has a duty
to credit the amount involved to your account within ten days.

By all means, the bank should resolve the complaint within
90 days from the date of receipt.

In case you find that your bank/branch is not adhering to
these rules or you have any difficulty in resolving the issue at
the level of the individual bank, you can approach the banking
ombudsman.

Reported within 3 days - full loss made good.
Reported within 4-7 days - ¥5,000-25,000 borne by
customer.

Reported beyond 7 days - based on bank’s policy.

Courtesy : Business Line

FASCINATING FACTS

Small dogs usually live longer than larger breeds
Cats can jump up to 7 times their tail length
China manufacturers 70% of the worlds toys

The Great Wall of China is approximately 6,430 Km
long (3,995 miles)

Paper originated from China
Tree hugging is forbidden in china
Instant coffee was invented in 1901

The human body of a 70 kg person contains 0.2mg of
gold

Rice is the staple food for 50% of the worlds population
Pearls melt in vinegar
A hard boiled eggs spin (uncooked or soft boiled don't)

There is no butter in buttermilk.
\_ Y,

2.59,700 8,8 Hrewe shen SJvaw. 4H B3, 8o Sondean.
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e-CIRCULARS ISSUED DURING
AUGUST - 2018

CAMPAIGN: “MSME REINVENTED” FOR ON BOARDING NEW
CUSTOMERS FROM 01ST AUGUST ’ 2018 TO 31ST OCTOBER (3
MONTHS)

NBG/SMEBU-TRADERS BO/16/2018 - 19 DATED 01/08/18

AGRI BUSINESS: MASTER CIRCULAR “AGRI GOLD LOAN SCHEME”
UPDATED UPTO 01.07.2018

NBG/ABU/PDM-AGRI - G/23/2018 - 19 DATED 01/08/18

“YONO” (PROJECT LOTUS INITIATIVE) ONLINE MARKET PLACE-
INTRODUCTION OF TRAIN TICKET BOOKING FEATURE INTEGRATION
OF IRCTC

R&DB/DB&NB-YONO/16/2018 - 19 DATED 01/08/18

STAFF: MISCELLANEOUS, PAYMENT OF DEARNESS ALLOWANCE
FOR THE MONTHS OF AUGUST, SEPTEMBER & OCTOBER 2018

CDO/P&HRD-IR/30/2018 - 19 DATED 02/08/18

RBI NOTIFICATION: MASTER DIRECTIONS ON RELIEF/SAVINGS
BONDS

NBG/GAD-RBI BONDS/15/2018 - 19 DATED 02/08/18

REVISION IN SB ACCOUNT OPENING FORM
NBG/PBU/LIMA-SB/9/2018 - 19 DATED 03/08/18

REHBU: HOME LOANS : PROJECT COST
NBG/RE,H&HD-HL/20/2018 - 19 DATED 04/08/18

SCHEME FOR ONE TIME SETTLEMENT OF NPA AND AUCA: “RINN
SAMADHAN 18-19”

CCO/CPPD-ADV/50/2018 - 19 DATED 08/08/18

REPORTING OF FRAUDS CONSTITUTION OF FRAUD IDENTIFICATION
COMMITTEE FOR IDENTIFYING THE CASE AS FRAUD

R&DB/FMD-FRAUD/1/2018 - 19 DATED 08/08/18

SOP-HOME LOAN INTEREST CERTIFICATE
NBG/RE,H&HD-HL/19/2018 - 19 DATED 09/08/18

WAIVER OF (I) CASH HANDLING CHARGES (Il) CASH PICK UP
CHARGES (EXCLUDING AGENCY CHARGES)

NBG/TBU-LTP/13/2018 - 19 DATED 09/08/18

POLICY ON FRAUD RISK MANAGEMENT
R&DB/FMD-FRAUD/2/2018 - 19 DATED 10/08/18

RELIEF MEASURES BY BANKS IN AREAS AFFECTED BY NATURAL
CALAMITIES

CCO/CPPD-ADV/52/2018 - 19 DATED 10/08/18

PROJECT LOTUS: DIGITIZATION OF SAVINGS ACCOUNT OPENING
PROCESS - REVISED KYC GUIDELINES

R&DB/DB&NB-YONO/17/2018 - 19 DATED 10/08/18

HINDI DIVAS AVAM HINDI PAKHWADE KA AYOJAN
CDO/OLD-PRATIYOGITA/2/2018 - 19 DATED 13/08/18

LOAN AGAINST BANK'S TIME DEPOSITS : LOAN TO THIRD PARTIES
AGAINST FIXED DEPOSITS IN THE NAME OF INDIVIDUAL
CUSTOMERS

NBG/PBU/PL-TDRLOANS/29/2018 - 19 DATED 16/08/18

PERSONAL BANKING: CAR LOAN FESTIVE SEASON CONCESSION
PROCESSING FEE

NBG/PBU/AL-AUTOLOAN/19/2018 - 19 DATED 18/08/18

PERSONAL BANKING: AUTO LOANS FESTIVE SEASON CONCESSION
MODIFICATION IN INTEREST RATE TO SALARIED CUSTOMERS WITH
US FOR LOAN AMOUNT OF RS. 4 LACS AND BELOW AND INTEREST
RATE TO NON-SALARIED CUSTOMERS
NBG/PBU/AL-AUTOLOAN/18/2018 - 19 DATED 18/08/18

CHANGES IN COUNTERFEIT CURRENCY REPORTING PORTAL
NBG/AGNYBKG-CC/9/2018 - 19 DATED 20/08/18

LOAN AGAINST TIME DEPOSITS REVIEW IN RATE OF INTEREST
R&DB/PBU/CD&e-COM-PL/3/2018 - 19 DATED 20/08/18

REHBU: SPECIAL HOME LOAN CAMPAIGN WITH SBI CARD
‘TOGETHER WE CAN'

NBG/RE,H&HD-HL CAMPA/21/2018 - 19 DATED 21/08/18

PBBU: AUTO LOAN DISBURSEMENT OF AUTO LOAN PROCEEDS TO
DEALER'S ACCOUNT DEALER’'S DATA TO FLOW FROM LOS TO CBS
NBG/PBU/AL-AUTOLOAN/20/2018 - 19 DATED 21/08/18

PERSONAL BANKING: AUTO LOANS INTRODUCTION OF FIXED
INTEREST RATE W. E. F. 25.08.2018

DATED 21/08/18

MASTER CIRCULAR: LEAD BANK SCHEME
RABG/LB&RSETI-LB/2/2018 - 19 DATED 23/08/18

PERSONAL BANKING: AUTO LOANS NEW PRODUCT CODES
W.E.F.25.08.2018.

NBG/PBU/AL-AUTOLOAN/23/2018 - 19 DATED 27/08/18

EDUCATION LOANS FOR STUDIES ABROAD : PAYMENT FOR
SOURCING OF LEADS THROUGH EXTERNAL AGENCIES

NBG/PBU/PL-EDUCATION/32/2018 - 19 DATED 28/08/18

BUSINESS CORRESPONDENT (BC) CHANNEL MULTIPLE
SETTLEMENT ACCOUNT FOR BCS

NBG/FIMF/BC/CSP/8/2018 - 19 DATED 30/08/18

Members may send their suggestions / contributions to the Editor, Vigilant either by post to
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