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1 which were members of the Self-Regulatory 

The primary focus of the Industry Code of Conduct has always been to promote and 

broadly converge towards the core principles of fair treatment, suitability, transparency, 
privacy, and grievance redressal. Building on this knowledge, the industry’s own 
experience of CoC over the years and the evolving landscape of micro-credit in the 
country, this CoC continues to focus on ‘responsible lending’ practices. Given that 
customers of micro-credit may not always fully understand the product and its impact, 

customers’ interests are protected.

2 were governed by different regulatory 

approach to be followed for customer-centric issues such as transparency and guarding 

achieved its intended objectives in a responsible manner and supported the economic 
and social progress of its customers.

mentioned below:

Co-operative Banks; and

The Harmonized Regulations have necessitated a revision of the Industry Code of 

1  NGOs, Societies, Trusts, Co-operatives, Section 8 companies

2  Commercial Banks, Co-operative Banks, NBFCs, NBFC-MFIs, HFCs
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industry best practices. The applicability of this code is detailed in section III.

discontinued and this document, i.e., the 4th edition of the Industry Code of Conduct 
2022, has been instituted in their place.

 
2022  

 

shall mean an individual family unit, i.e., husband, wife, and their unmarried 
children. (Clause 3.1)
Each RE shall put in place a board-approved policy for assessment of household 
income. (Clause 4.1)

account of repayment of monthly loan obligations of a household as a percentage 

percent of the monthly household income. (Clause 5.1)
Each RE shall provide timely and accurate data to the CICs and use the data 
available with them to ensure compliance with the level of indebtedness. 
(Clause 5.4)

loans. (Clause 6.1)
Each RE shall disclose pricing-related information to a prospective borrower in a 

(Clause 6.3)

with the approval of their boards. (Clause 7.1.1)
Each RE shall have a board-approved policy regarding the conduct of employees and 
system for their recruitment, training, and monitoring. (Clause 7.2.1)
Outsourcing of any activity by the RE does not diminish its obligations and the onus 
of compliance with these directions shall rest solely with the RE. (Clause 7.3.1)

them necessary guidance about the recourse available. (Clause 7.4.1)
Recovery shall be made at a designated/central designated place decided mutually 

at the place of residence or work of the borrower if the borrower fails to appear 
at the designated/central designated place on two or more successive occasions. 
(Clause 7.4.2)

CODE 
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The Code has seven elements:

Suitability
Information 

& Privacy

Others

Employee
EngagementSuitab

Fair 
Interaction

tion
acy

Empploy
Engagegem

Grievance
Redressal

ity
Inform

& Pribili
mat

iva

Education &
Transparency

The REs shall have a due diligence process in place for engagement of recovery 
agents, which shall, inter alia, cover individuals involved in the recovery process. 
(Clause 7.5.2)

3.

membership. SROs would enforce adherence to the CoC by members.

micro-credit loans are strongly encouraged to voluntarily adopt the CoC.

market segments, the focus of CoC is ‘responsible lending’ practices. However, 
the underlying principles of customer protection (fair treatment, suitability, 

regulatory requirements as required by the RBI, SEBI, IRDA, Central & State 
Government Acts etc. It may be noted that CoC is in addition to these compliances 
and does not substitute them. In the event of future regulatory changes, if provisions 
of code and regulation are not in conformity, the regulations will prevail.

3 Provider is defined as an entity which provides micro-credit in line with norms as defined by the RBI in the Regulatory 

Framework for Microfinance Loans, Directions, 2022.
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A.  Fair Interaction 

is not unfairly discriminated against on grounds such as religion, caste, 
gender, marital status, sexual orientation, etc.

employees and persons acting on its behalf:

Undergo training on how to exhibit appropriate behaviour towards 
the borrowers.

Use respectful language, maintain decorum, and show respect to  
social and cultural sensitivities.

Do not use coercion of any sort to make recovery of loans and take 
recovery only at a central designated place. An employee can take 
recovery at the place of residence or work of the borrower only if the 
borrower fails to appear at the central designated place on two or more 
successive occasions.

Do not intimidate or humiliate verbally or physically.

Do not contact borrowers at odd hours or at inappropriate times such 
as bereavements, illness, social occasions such as marriages and births.

Do not harass relatives, friends, neighbours, or co-workers of 
the borrower.

A Fair Practices Code approved by the board of the RE and any other 

engagement of the recovery agents and their interaction with the borrowers 
is as per the guidelines mentioned in the Harmonized Regulations.

B.  Suitability 

commensurate with the borrower’s ability to repay. The RE shall ensure a 

monthly loan obligations of a household as a percentage of the monthly 
household income. The computation of loan repayment obligations shall 
take into account all outstanding loans of the household.

there should not be any pre-payment penalty charges.

household income is properly computed by considering the income of the 
borrower, spouse, and their unmarried adult children.Cmonthly lo
household
take into a

there shou

household
borrower, soan obligations of a household as a pobligations of a household a

income. The computation of loan rencome. The computation of loan
ccount all outstanding loans of the hcount all outstanding loans of the

ld not be any pre-payment penalty cld not be any pre-payment penalty c

income is properly computed by coincome is properly computed by co
spouse, and their unmarried adult cpouse, and their unmarried adult CCo

d 
c

ulul

d 
s Centage of the monthly ntage of 

yment obligations shall ment ob
sehold.sehold.

rges.ges.

dering the income of theering the i
ren.n.
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CoCC
4 CCIR 

household5 members of the borrower before sanctioning any loan. It is 

top-up loans, and second and subsequent cycle loans.

To ensure that the CCIR remains current and valid, each RE and any 

disburse a loan to a borrower who has non-performing (delinquency 

6 
7

C.  Education & Transparency 

to the borrower and include them in the loan documents such as the loan 
application, loan sanction letter, loan agreement, and loan card. This 
must include:

Identity and address of the RE.

Identity and address of the borrower.

Details of customer grievance redressal system.

of third-party products is done with full consent of the borrowers, 
kept voluntary and the fee structure for such products is explicitly 
communicated to the borrower.

with the borrower in vernacular/a language understood by the 
borrower. The communication could pertain to the terms and 
conditions of the loan, entries in the loan card, fair practices 
code, standard form of loan agreement, factsheet on pricing of 

4 CIR (Credit Information Report) is considered as ‘valid’ for fifteen calendar days from the date of extraction 

of the CIR. This implies that the REs needs to disburse the loan within fifteen calendar days from the date 

of extracting the CIR

5 Clause 3.1 of the Harmonized Regulations states that the ‘Household’ shall mean an individual family unit, 

i.e., husband, wife, and their unmarried children

6 Exception to this is available to loans affected by natural calamities which are qualified under RBI 

Guidelines for Relief Measures in areas affected by Natural Calamities for Banks and NBFCs https://

www.rbi.org.in/scripts/NotificationUser.aspx?Id=11394&Mode=0, https://www.rbi.org.in/Scripts/BS_

CircularIndexDisplay.aspx?Id=10531

7 This clause is applicable from 1st Jan 2023.
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to the loan and non-credit products and their servicing.

(such as training, assessment, and periodic interactions 

the products, process, and terms of the contract.

acknowledgement for every payment, including the digital payments, 
received from the borrower.

educating customers on the importance of timely repayment for good 

internal and external escalation mechanism8.

against blind trust on group and centre leader and how any default in the 

to credit in the future. This should be a part of the Compulsory Group 

strive to ensure customer attendance in the group meetings. Any training 
offered to customers should be free of cost.

the customer if her loan is rejected. For this purpose, an easily accessible 
channel through which the borrower can enquire about the status of her 
application should be provided.

Please refer to the Annexure for details of disclosure requirements in 
branches and loan documents. 

D.  Information & Privacy 

documents from borrowers as per the RBI norms.

comprehensive borrower data with all RBI approved Credit Information 
9

consent for checking her CCIR and her acceptance of the terms and 
conditions of the loan. Consent should also be obtained from the 
borrower’s household members for checking their CCIRs as per the extant 
regulations and laws.

8 External escalation mechanism must include regulatory channels available to customer to escalate 

including Ombudsman where applicable

9 On a weekly frequency for NBFC-MFIs

CODE 
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CoCC
dispute raised by the borrower about her data with CICs.

safeguard borrower and borrower’s household members’ data as per the 
accepted principles of data protection including collection limitation, 

This information may be disclosed to a third-party subject to any of the 
following conditions:

Such information is required to be provided under the law or it is 
provided for a mandated business purpose (for example, to credit 

Borrower/borrower’s household members have been informed about 
such disclosure and prior permission has been obtained in writing

The party in question has been authorized by the borrower/borrower’s 
household members with intimation to the RE and any other 

E.  Grievance Redressal 

customer grievance redressal policy covering the process to register, resolve 
and escalate the complaints, internal and external escalation mechanism, 
complaint categories and TAT, review/audit of redressal system, and 
reporting to the board and top management.

customer grievance redressal system to address complaints in an effective 

provide easy access to redressal system to all its borrowers through a 
dedicated phone number or a staff-assisted procedure at the branch to 
register grievances.

the details of customer grievance redressal system in branches, loan 
documents, and other communication materials.

part of its grievance redressal framework for redressal of recovery-related 
grievances, the details of which must be provided to the borrower at the 
time of loan disbursal. However, this does not imply that RE, and any 

can re-structure/re-organise the existing redressal system to identify and 
promptly address recovery related grievances.



October 202211

oC
redressal function.

individual and aggregate level data for grievance redressal system 
capturing the nature of complaints, action taken, and turn-around time. 
Report on grievances received, resolved, and pending along with the nature 
of complaints should be shared with the board for review.

F.  Employee Engagement 

the employee without a relieving letter from the previous employer.

in Employee Bureau to submit their employee’s data and check candidate’s 
employment records.

induction training to the employees on policies, processes, and regulations. 
Emphasis should be given to CoC related aspects on borrower-interface 
aspects such as fair treatment, household and income assessment, the 
privacy of data, service quality, customer grievance redressal system, 

repayment, etc.

employee’s understanding of the above elements and conduct refresher 
training to address the gaps in understanding.

on understanding and dealing with gender issues including appropriate 
interaction with women colleagues and customers.

employees on professional conduct and integrity issues including expected 
behaviour and not indulging in any unlawful and anti-social activities.

in the branch-level business operations only after completion of their 
induction training.

directly responsible for grievance redressal system receive detailed 
training about the system, processes, and soft skills required for 
resolving complaints.

branch-level employees based on a reasonable-objective criterion including 

an area.

CODE 
CONDUCT
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CoCC C
protocol to be followed by employees to handle risks arising from going to 

Compensation matrix for the staff should be designed in a manner to align 
their behaviour with fair interaction practices as mentioned in Section IV.  
A of this code.

must honour the notice period as mutually agreed between prospective 
employee and his/her current employer.

days/a reasonable time-period from the receipt of such communication.

G.  Others 

framework to deal with crises arising from natural disasters, mass defaults, 
negative media, local-level hostility, etc., which is reviewed periodically.

consent, due diligence, contracts, disclosures, payment receipts, grievance 
redressal, etc. must ensure that these processes are aligned with the 
applicable regulatory norms and borrower is made fully aware, educated, 
and comfortable with digital modes of transaction.

Any new initiatives encouraging digital transactions should be introduced 
keeping in mind the borrower’s level of knowledge and comfort. During 
the initial adoption of digital methods, an enhanced focus on grievance 
redressal system and customer handholding should be instituted.

pricing information to the highest granularity possible with the SROs for 
publishing as required by the RBI.10

from an area, must make alternate arrangements to service the existing 
loans of its borrowers. As an example, an arrangement with an existing RE 

receive loan repayments from borrowers.

being (For ex: adequate remuneration, working hours, working conditions 

10 Applicable only to NBFC-MFIs
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board resolution of the company11.

Take the responsibility to align own policies and processes to adhere to the norms 
of CoC.

Take the responsibility to incorporate a professional governance system to ensure that 
employees and persons acting on their behalf are oriented and trained to follow the 
CoC into practice.

Must voluntarily agree to CoC’s governance & enforcement framework to ensure 
adherence to the CoC.

Compliance would be based on a three-pronged approach
Half-Yearly/Quarterly12

standard template13

covered under the CICRA.

forth the instances of non-compliances to the SROs.14

Monitoring and assessment facilitated by the SROs.15 

11 Refer to Annexure for suggested formats for Board resolution and sign-up

12 Quarterly for large REs (AUM of Rs. 500 Cr or more) and half-yearly for others

13 Report from a CIC in a standard format (refer Annexure) will capture data for all new loans disbursed by a RE for their 

adherence to standards of CoC

14 Applicable only to NBFC-MFIs

15  Applicable only to NBFC-MFIs

CODE 
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A. Suggested Format for Board Resolution

the Company held on dd.mm.yyyy at 

 

 

 
Board Chair       CEO/MD
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B. Suggested Format for Sign-up16

Date: 

To,

Company will follow the CoC 2022 in letter and spirit.
Company’s policies and processes will be aligned to adhere to all the norms of 
CoC 2022.
Company will incorporate a professional governance system to ensure that 
employees and persons acting on their behalf are oriented and trained to follow CoC 
2022 into practice.
Mr. XX, whose coordinates are given below will be the company’s focal point to 
coordinate on issues related to CoC 2022:
• 
• Designation 
• Email 
• Phone 

Company will periodically report to the board on CoC compliance. Training on 
monitoring of CoC aspects will be provided to the Board of Directors, as deemed 
appropriate by the company.
Company will support and provide consent for generating adherence reports at a 

evaluations to be conducted by the SROs.

Yours sincerely,

Signature 
 

Designation  

16 RE can first send confirmation for sign-up as per this format. However, RE must get a board resolution in the 

subsequent board meeting and send a copy.

CODE 
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C. Suggested Format for Half-Yearly/Quarterly17  
Adherence Report18 

# 19 M1 M2 M3 M4 M5 M6

Date of monthly submission 
to CICs

2
20 

4

norm of annual household 

4.2
as the ratio of monthly loan 
repayment obligations to 
monthly income

17 Quarterly for large REs/microfinance providers (AUM of Rs. 500 Cr or more) and half-yearly for others

18 This report will be pulled by the RE at own cost from a CIC and shared with the SRO. A reasonable cost has been worked-

out to ensure that cost is not burdensome. This report will be taken for all microfinance loans disbursed by the RE. Other 

microfinance providers, who are not covered under CICRA would provide self-reported data in this report format

19 Information on only on-balance sheet numbers to be considered.

20 Applicable only to NBFC-MFIs
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D. Disclosure to Customers

i. 

following ‘disclosure to customers’ prominently displayed.

#  

vernacular language
RBI Master Direction, Chapter 

2 The name and contact details (Telephone / Mobile 

resolution of complaints against the RE

Details of Rate of Interest (Maximum, Minimum and Harmonized regulation 

4 If the complaint/dispute is not redressed within a 
period of one month, the customer may appeal to the 

of Supervision of the Bank (with complete contact 

21 

Provider as under:
CoC

i Channels available to customers with Provider to 
register complaints

ii CGRM number and contact details of RE’s Customer 

iii Escalation process

iv Expected Turnaround time at every level of escalation

v Details of RBI ombudsman

vi SRO’s CGRM number if the customer needs support in 
resolving complaint

 21 Applicable only to NBFCs 
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ii. 

#  

so that a meaningful comparison with the terms and 

and informed decision can be taken by the borrower

RBI Master Direction, 

Practices code for lenders

2 Documents required to be submitted with the 
application form

RBI Master Direction, 

Acknowledgement for receipt of all loan applications. 
Preferably, the time frame within which loan 
applications will be disposed of should also be 
indicated in the acknowledgement

RBI Master Direction, 

Practices code for lenders

4 Following details of the product being offered to 
the borrower:

CoC

i Amounts

ii Annualised interest rate on a reducing balance basis

iii Processing fees

iv Tenure

v Repayment frequency

vi Other terms and conditions of the loan

CoC

6 Consent to check credit data with credit information CoC
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iii. 

#  

Amount of loan sanctioned RBI Master Direction, 

Practices code for lenders

2 All the terms and conditions of the loan RBI Master Direction, 

Practices code for lenders

A suitable condition on ensuring that the 
changes in interest rates and charges are affected 
only prospectively

RBI Master Direction, 

Practices code for lenders

4
shared with any third party without taking customer 
consent unless required by regulations

CoC
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