NATIONAL PAYMENTS CORPORATION OF INDIA

NPCHZOM-‘I5/NACH!Circular No. 73 December 22, 2014

To

All NACH Member Banks

NACH - Panel for Resolution of disputes (PRD) - Process flow

With reference to the RBI Circular dated 24t September, 2010 on Dispute
Resolution Mechanism under the Payment and Settlement Systems Act, 2007, We
have setup the PRD and the same was approved by DPSS - Central Office. The

Process flow which will be carried out is enclosed below for the reference of the
member banks.

Process flow

1.

NACH is having a Steering Committee which consists of 15 members, out of
this any 4 members will be called for PRD meetings and the meeting will be
chaired by NPCI official at the level of Vice President and above

- Head of NACH will act as Member Secretary of the panel

. It will be ensured that the steering committee members that are party to

the dispute will not be part of the PRD handling such disputes

The cases that go through the life cycle of Dispute Management System

(DMS) without getting resolved might be referred to PRD by the affected
member bank

Disputes shall be disposed within 15 working days of submission to PRD.

The Turnaround time for settling disputes will be governed by the steering___
committee of NACH from time to time, , I
%__,_h
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6. If any of the aggrieved parties to the dispute are not satisfied with the
decision of the PRD, the dispute shall be referred to the Appellate Authority
at the Reserve Bank of India, as provided under Sub-section (3) of Section 24
of the PSS Act. The reference shall be to the Department of Payment and
Settlement Systems, Central Office, Mumbai of the Reserve Bank of India.
The Officer-in-Charge of the Department shall be the Appellate Authority,

for any aggrieved party to approach if not satisfied with the decision of the
Panel.

Member Banks are requested to take a note of the above said process on NACH
DMS.

In case of any clarifications please feel free to write to ach@npci.org.in

Thanking you,

(Giridhar G.M.)
VP & Head CTS and NACH Operations

ENCL:

1) Circular no. 38 dated March 15, 2014
2) Circular no. 62 dated November 17, 2014
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NPCI1/2013-14/NACH/Circular No. 38 11" March 2014

To
All NACH Member Banks

Dispute Management System for NACH Transactions

With reference to our circular number 26 on the launch of DMS for APB and circular number 37
on the launch of DMS for NACH Credit, it has been decided to extend DMS facility for other
products of NACH with effect from March 12, 2014. The list of products which are covered
under DMS are listed as below:

1) APB

2) NACH Credit
3) ACH Credit

4) ACH Debit and
5) EBT

All member banks that are live on the NACH system for the respective products can use DMS
system.

2. DMS would be available as a new module under ACH. DMS will get opened as a separate
window when clicked. All the steps in DMS will involve a maker and a checker.

3. The following features are available under DMS

a) Raising a dispute

b) Accepting or rejecting of dispute

¢) Tracking of disputes raised/received

d) Settlement for disputed transactions

e) Escalations for disputed transactions

f) Mails to the registered mail ID’s on creation, modification, closure of disputes or level
movements and priority changes

g) Customized reports

4. There are 3 stages in Dispute Management System of NACH
a) Initial Dispute
b) Pre-Arbitration Dispute
c) Arbitration Dispute

5. While the banks can raise the Initial dispute and Pre-Arbitration disputes from their end, for
the arbitration stage, the disputes can be raised by NPCI only. For raising an arbitration request
it is necessary that the bank first completes the two stages of dispute. Post that the concerned
bank should send the details to ach@npci.org.in. Based on the information provided by the bank
and subject to the first two legs being completed, NPCI will raise the arbitration request in the
system. Arbitration will be carried out by Panel for resolution of disputes (PRD) constituted as
per the circular of RBI ref no. RBI/2010-2011/213 DPSS.CO.CHD.N0.654/03.01.13/2010-2011.
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8. Initial dispute can be raised by the sponsor bank or destination bank. Initial disputes can be
raised within the 45 days from the date of transaction. The priority level for initial dispute will be
1 and the maximum priority would be 3. After specific number of days, the dispute gets
escalated to the next level in case of no response by the person receiving the dispute.

7. A dispute is available for pre-arbitration if it has been rejected at the initial stage. Only the
sender bank of the initial dispute would be able to raise dispute under pre-arbitration. The
priority level for pre-arbitration would be 2 and the maximum priority would be 4. After specific
number of days, the dispute gets escalated to the next level in case of no response by the
person receiving the dispute.

8. Arbitration is applicable only if the dispute is rejected at the pre-arbitration stage.

9. To facilitate transactions which have not been initiated within the stipulated time from the date
of transaction, banks are given the option of Good Faith Disputes. The receiving bank can
accept or reject the dispute. There will not be any progress post acceptance or rejection by the
bank.

10. In order to participate in DMS, banks should complete the following

a) Register their users for DMS module so as to align with the escalation matrix

b) Escalation matrix to be defined under the DMS with priority levels and escalation
levels

c) DMS should be checked on a daily basis to action on the disputes initiated or
received.

d) Person raising the disputes or responding to disputes should provide their contact
details in the column provided for correspondence

e) Whenever a dispute is received, banks should accept the same and then decide on
accepting or rejecting the dispute. In case of rejection, valid reasons to be given

f) Banks raising the dispute should ensure closure of dispute after being convinced
with the outcome of the dispute. Else the dispute to be raised for pre-arbitration or
arbitration.

11. The Turn-Around Time (TAT) for resolution of disputes will be decided by NACH steering
committee. In case of no action is taken within the stipulated timeline by the receivin

bank, the dispute will be deemed accepted and the settlement file gets generated

accordingly.

A detailed user manual is given under circular no. 26 annexure 1. You are requested to take a
note and get in touch with NPCI for user mapping and creation of escalation matrix on priority.

For any queries/further help required, please feel free to email at ach@npci.org.in

With Warm Regards

(GIRIDHAR G.M)
VP & Head CTS and NACH Operations
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NPCI/2014-15/NACH/Circular No: 62 November 13, 2014

To

All NACH Member Banks

DBTL - Seeding Process

Madam / Dear Sir,

You are aware that DBTL scheme will be re-launched with effect from November 15, 2014, In
DBTL processing cycle, seeding in case of Aadhaar based transactions and in case of account
based transacticns account number and name verification are very critical activities. Only
based on the seeding status of the Aadhaar number and the confirmation of matching of the
account number and name, the DTBL transactions will be initiated by the government
departments. If enough care is not taken at the time of initial seeding and verification, then it
will have direct impact on the transaction returns impacting the customer.

In the past there have been instances of member banks returning the transactions even though
the Aadhaar numbers were seeded by them. The primary reason for this is, at the time of
seeding banks are not verifying as to whether the account is eligible to receive such DBTL
credits. A few examples of such returns are provided below

1. NRI Account where the Local credits are not allowed
2. KYC documents required for activation

Going by the above examples it is amply clear that had the banks verified these reasons at the
time of seeding, the customer could have been informed about the same and corrective action
could have been taken then and there.

Member banks are advised to put all the necessary controls in place to ensure that Aadhaar
seeding and Account validation processes are carried out with utmost diligence by checking on
the eligibility of such accounts to receive DBTL transactions. If the intended account is not
eligible the same should be conveyed to the customer and corrective action be taken. Once
the seeding process is completed there should not be returns for the reason account is not
eligible to receive credits, only exception being the cause of the action happening post seeding
or account verification.

Banks may build necessary validations in the process of Aadhaar seeding and Account name
verification to ensure this.

Withé/fa_r‘m Regards,

[}
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Northern Grid

5. In Northern Grid, 146 members are participating in CTS (List of Live Banks - Northern grid,
Annexure-VIl) and 71 sub member banks also participating in the CTS through their sponsor
bank. A total cheque volume of 210.07 Lakhs has been processed by Delhi CTS during the
month of September, 2014. The peak volume for a day touched 10.09 lakhs in the month
September. The September 2014 month statistics of cheques processed in Delhi CTS is
enclosed as (Annexure-Vill)

6. Out of 21 MICR centres 18 were closed (Annexure-1X) and P2F facility operational in all 21
centres.

7. Paper to Follow (P2F) sessions are conducted in all the MICR centres.

National Archival Services (NAS)

8. Across all the grids, All 82 direct banks are live in the National archival services (NAS) as on
September 30, 2014 (List of live banks mentioned in Annexure X).

(VP & Head - CTS & NACH Operations)
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