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28 January 2016
Principal Chief General Manager,
Reserve Bank of India,
Financial Inclusion and Development Department,
10th Floor, Central Office Building,
Shahid Bhagat Singh Marg,
Mumbai-400001
Via Email to cgmincfidd@rbi.org.in,cmpfi@rbi.org.in
Dear Sir/Madam,
Re: Comments on RBI’s Report of the Committee on Medium-term Path on Financial Inclusion
1

2

AIWMI and CCRA Community appreciate the opportunity to comment on the Report of the Committee on Mediumterm Path on Financial Inclusion.
Executive Summary:
We applaud Reserve Bank of India (RBI) for its attempt to revise and lay new framework for Medium-term Path on
Financial Inclusion
The comments below represent the views of members drawn from different categories of practitioners, including Credit
Strategists, Credit Managers, Loan Syndication and Trading Members, Debt asset managers, Treasury managers,
Investors, Banking professionals, Rating analysts and academics. The comments are a result of discussions
conducted by the members of advocacy committee of CCRA Global Community, and do not represent the views of
any one individual or section of the industry.
While bulk of the guidelines are procedural in nature, we have endeavored to address some of your proposals below,
specifically in cases where we think it would help Issuers, investors, market or regulator to meet the spirit of the
guidelines and foster transparency in the system.
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The Association of International Wealth Management of India (AIWMI) is a not-for-profit organization and a globally recognized
membership association for finance professionals with affiliates in around 40 countries. AIWMI primarily focuses on the broad and
strategic role of developing a more robust and forward-looking training infrastructure for the financial services sector and to promote
more active industry involvement and collaboration in training and continuing education. AIWMI is offering advanced international
certification programs along with a wide variety of high-quality executive education programs. AIWMI programs combine state-of-theart knowledge and skills with practical experience and insights into the functioning of the financial sector. All AIWMI courses and
educational events have an intense and pragmatic curriculum. Participants are exposed to the latest developments within the
financial services sector. AIWMI plays a key role in guiding the development of the financial services sector. AIWMI works with key
industry participants’ viz. the Government, the Regulators, the Industries/Associations, the Corporate, the Media and the General
Public to achieve its objectives. Besides enhancing technical competence and professionalism in the industry, AIWMI organizes
events and facilitates discussions to promote best practices in leadership and talent development in the financial sector with an aim to
become Asia’s premier center of excellence for financial education. For more info visit www.aiwmindia.com or www.aiwm.org
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The Certified Credit Research Analyst (CCRA) is a comprehensive global education program designed to give an expert level
understanding of Banking and credit markets to fresh graduates. It integrates the fundamentals of financial analysis, credit and Loan
analysis, rating methodologies, credit strategy and structuring. It offers the tools a candidate needs to occupy key positions in the
world of finance, private banking, credit ratings and fixed income domain. The program is offered by AIWMI and NISM (National
Institute of Securities Market, A SEBI Body) in India.
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General comments/Observations
Given the predominance of individual account holdings, the Committee recommends that a unique biometric
identifier such as Aadhaar should be linked to each individual credit account and the information shared with
credit information companies. This will not only be useful in identifying multiple accounts, but will also help in
mitigating the overall indebtedness of individuals who are often lured into multiple borrowings without being
aware of its consequences [Recommendation 1.4].
Comment: Linking a common identifier with individual credit history is a welcome step. Currently people can
have multiple passports, pan cards and voter id’s hence merging or linking of the account to at least one of
the unique identifiers like Aadhaar would help creating consolidating credit history
The Committee recommends that a universal crop insurance scheme covering all crops should be introduced
starting with small and marginal farmers with a monetary ceiling say of ₹200,000. The insurance should be
mandatory for all agricultural loans. The insurance should be made affordable, with the farmer paying a
nominal premium and the balance coming from government subsidy. The government can phase out the
agricultural loan interest subvention scheme and plough back that allocation into the crop insurance subsidy.
A graded crop insurance could be made available to medium and large cultivators with higher monetary
ceiling and lower government subsidy [Recommendation 3.7]
Comment: Having Crop insurance would not only help mitigate unforeseen crop failures due to natural
calamities but also would cultivate the habit of insurance and credit for borrowers. The insurance premium
should be mandatory for any loan related to agriculture similar to current industry practice of home loan
insurance.
4. The Committee recommends that any policy action for the MSME sector would need to consider several
possibilities, be it new institutions or intermediaries who can help bridge the information gaps that plague
these entities or even innovative ways of providing finance to this sector [Recommendation 4.1].
Accordingly, the Committee recommends a system of unique identification for all MSME borrowers and the
sharing of such information with credit bureaus. While such identification and tracking is not an issue with
registered MSMEs where the CIN/UAN can be used alongside their PAN number, biometric Aadhaar
identification should form the basis for proprietary and partnership concerns. Even in the case of registered
MSMEs, it will be useful to collect and link the Aadhaar identification of directors so as to check possible
fraudulent operation by the same set of persons [Recommendation 4.5].
Comment: A Centralized registry for all Borrowers including MSME needs to be activated for all borrowers to
enable transfer of data, verification and consolidation of credit history as well as debt obligations.
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The Committee recommends exploring a system of professional credit intermediaries/ advisors for MSMEs,
which could help bridge the information gap and thereby help banks to make better credit decisions. The
credit intermediaries/ advisors could function in a transparent manner for a fee and be regulated by the
Reserve Bank [Recommendation 4.6].
Comment: Having a system of professional credit Intermediary/advisors for MSMEs would not only have a
help point for MSME borrowers but also create more job opportunities for professionals at large.
Certifications like Certified Credit Research Analyst (CCRA) offered by National Institute of Securities Market
could be considered or recommended to people who intend to pursue the careers in the field.
6. Multiple models and partnerships covering different niches should be encouraged. This is particularly the
case among national full-service banks, regional banks of various types, NBFCs and semi-formal financial
institutions, as well as the newly-licensed payments banks and small finance banks [Recommendation 6.1].
Comment: Different types of banks, financial institutions have different capabilities and hence encouraging
broader partnerships or framework would ensure effective last mile delivery for services due to different
geographical presence and network outreach.
The competence of BCs should not be taken for granted. Accordingly, the Committee recommends a graded
system of certification of BCs, from basic to advanced training. BCs with a good track record and advanced
training can be trusted with more complex financial tasks such as credit products that go beyond deposit and
remittance. The BC model increasingly needs to move from cost to revenue generation to make it viable
[Recommendation 6.4].
Comment: Having a system of educating BCs would not only make them more competent but also enhance
their capabilities to understand customer needs, guide them in credit process including credit score repair,
loan applications etc. Professional Credit and other Banking awareness certificates could be considered for
the same.
The Committee recommends that the Indian Banks’Association (IBA) may create a Registry of BC Agents
wherein BCs will have to register before commencement of operations. The registration process should be
simple online process with photo and Aadhaar identification. It could include other details such as name of
the BC, type of BC, location GIS coordinates of fixed point BCs, nature of operations, area of operation and, at
a subsequent stage, their performance record including delinquency. This database can be made dynamic
with quarterly updates, including a list of black-listed BCs which no other bank should approach or work with.
This would help banks and other agencies to track the movement of BCs and supervise their operations more
efficiently [Recommendation 6.6].
Comment: Such registry would only have value if public/customers can check/cross verify the genuineness of
such BC’s online and thus helping them avoid frauds/mis-selling by non-authorized persons.

Principal Office : Association of International Wealth Management of India, Regus, Level 9, Platina, Block G, Plot C - 59,
Bandra-Kurla Complex, Bandra (E) Mumbai – 400051 , India. Contact: Contact No.: +91 8097661200/ +91 8097661201,
Email: ccra@aiwmindia.com

Keeping in view the indebtedness and rising delinquency, the Committee is of the view that the credit history
of all SHG members would need to be created, linking it to individual Aadhaar numbers. This will ensure credit
discipline and will also provide comfort to banks [Recommendation 6.11].
Comment: A Centralized registry for all Borrowers including SHG needs to be activated for all borrowers to
enable transfer of data, verification and consolidation of credit history as well as debt obligations.
The Committee recommends that bank credit to MFIs should be encouraged. The MFIs must provide credit
information on their borrowers to credit bureaus through Aadhaar-linked unique identification of individual
borrowers [Recommendation 6.13].
Comment: Banking system should be incentivised for enabling the proper credit transfer to MFI’s, pure
encouragement has never helped banks ensuring proper flow of credit.
The Committee thinks it important to ensure adequate funding from channels that have stronger access (e.g.,
banks) to channels that are equipped and have the appetite to extend small-ticket loans, but may not have the
same access to funding (e.g., NBFCs). The suitability of the products for the customer needs to be kept in
view in this regard. Encouraging the development of the securitisation market for such small-ticket loans
could be useful in this respect and help commercial banks acquire loans that qualify for priority sector
lending [Recommendation 6.14].
Comment: A Sound securitization market would not only deepen the corporate bond markets but also help
institutional and individual investors find new /less-risky avenues for Credit investments.
The Committee is of the view that in order to preserve institutional neutrality, credit reporting requirements
need to be harmonised across all credit providers. For instance, all lenders to the small borrower segment
must be mandated to report to credit bureaus as has been the case with NBFC-MFIs. Therefore, the picture of
indebtedness of the borrower must also include outstanding KCC, GCC and SHG loans. Once a realistic
picture of the total indebtedness of the borrowers has been obtained, restrictions such as the maximum
number of lenders per borrower can be removed, paving the way for competition to push down interest costs
for the small borrower [Recommendation 6.15].
Comment: A Mandated common and centralized database with harmonious credit reporting requirement
would go a long way towards developing credit history and enable appropriate credit analysis for borrowing
in the future.
The Committee is of the view that the tax-exempt status for securitisation vehicles needs to be restored so
that such entities do not have to pay distribution tax, given their critical role in efficient risk transmission.
This will not lead to a loss of tax revenues since the income will still be fully traceable and taxable in the
hands of the investors. Besides reviving and strengthening the securitisation market, these vehicles will allow
a wide range of investors to participate in financing the pool of assets by means of Special Purpose Vehicles
and rated Pass-through Certificates (PTCs). These would need to be structured such that the originator has
continued incentives to monitor the project while having reduced their own exposure to the full extent of the
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project risk. This instrument can facilitate the growth of the retail credit market, particularly in areas such as
home loans, farm loans and loans to landless labourers [Recommendation 6.19].
Comment: A Sound securitization market would not only deepen the corporate bond markets but also help
institutional and individual investors find new /less-risky avenues for Credit investments.
The current restriction requiring that the all-inclusive interest charged to the ultimate borrower by the
originating entity must not exceed the base rate of the purchasing bank plus 8 per cent per annum must be
removed, because this dissuades originators from expanding to low-access regions and sectors due to the
high operating and borrowing costs [Recommendation 6.20].
Comment: Banks and Lenders should be given more flexibility on deciding costs and hence making
appropriate business decisions. A removal for such cost ceiling would be a welcome step.
Currently, many merchants discriminate against card payment by levying a surcharge on credit card
transactions, which should not be allowed once the merchant has voluntarily agreed to participate in such
modes of payments [Recommendation 7.10].
Comment: In order to encourage customers to use more plastic money and less cash, the surcharge
(currently as high as 3%) needs to be brought down as well as removed for certain regions/type of customers.
This will enhance the reach as well as usage for customers.
A ‘one size fits all’ approach for financial education might be less than ideal as different target groups need
different kinds of financial education. As a result, the content needs to be customised for different target
groups. These will need to be followed up at periodic intervals to ascertain its impact [Recommendation 9.2].
Comment: Apt suggestion, different audience have different communication preferences as well as different
needs. Such customization would help increase the target audience as well as the depth of such education
initiatives. The said financial education should also include credit literacy for existing banking customers to
know things like Credit card, effects on credit history due to various actions etc
There is a need for a structured programme for holding periodic financial literacy camps in pre-identified
areas in every district, which should be regularly monitored by the DCCs. The lead bank for the district should
play a leading role in identifying and allocating areas among the participating banks [Recommendation 9.3].
Local resources such as NGOs and theatre groups can be tapped to spread the message of literacy in an
interesting manner to the local population for which funding can come from financial inclusion fund
[Recommendation 9.4].
Comment: Existing and new education bodies like colleges/universities should also be considered for such
partnerships and outreach to as help banks reach the objective
A financial literacy week can be observed every year in which participants demonstrate and exhibit the
financial literacy tools and techniques that they use and share their success stories. This will bring out best
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practices in the system to achieve large-scale financial literacy. This will serve as a platform for co-ordination
among different stakeholders of financial literacy [Recommendation 9.6].
Comment: Celebrating a Financial Literacy week is a great idea, provided RBI declares which week it is going
to be. Having a dedicated week would not only help banks plan the resources but also calendar the events in
advance for a greater impact and appropriate impact measurement. Lack of an appropriate date would leave
the bank to decide this at the last moment at the end of financial year and will make it too cluttered.
Closing Remarks
RBI has taken an important step in formulating the framework for the Financial Inclusion in medium term.
CCRA global community and AIWMI appreciate the kind opportunity to comment on these proposed changes.
We hope that RBI finds the comments useful in analysing/deciding the proposals/framework.
AIWMI and CCRA Global Community will be happy to provide deeper analysis on any of the issues discussed in this
comment letter. We would be very happy and keen to engage further with RBI via in person meetings or otherwise to
present our views.
If you have any further questions or seek clarification, please do not hesitate to contact Biharilal Deora at +91 99308
37335 or Biharilal@aiwmindia.com or Biharilal.deora@gmail.com
Sincerely yours,
Biharilal Deora CFA, FCA, CFP, CIWM, CIPM
Principal Advisor – AIWMI
CCRA Global Community, India
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