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This work is dedicated to all who are deprived of the core 

knowledge on Basic Savings Bank Deposit Account (BSBDA) 

in the Indian banking system and to promote banker / consumer 

education and protection in this regard. 
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Author’s Note 

 

A prequel to this report was brought out in June 2017. We highlighted then on how banks had 

been (mis)handling the RBI mandated BSBDAs and how the product design had inherent 

restrictiveness. Nevertheless, these issues – both technical and commercial – persist. This 

restricts financial inclusion and impedes digital payments. 

 

In this regard, the serious issues that need to be addressed and require attention include: 

 

A. Removing limits to digital transactions: At present, after four debits in a month from a 

BSBDA, the customer would no longer be able to make online purchases, transfer money 

through BHIM or use RuPay debit card at merchant locations for his day-to-day purchases. 

Inhibiting the financially included folks to transact digitally through their bank accounts is a 

blow to our country‘s digital payments drive. The very nature of the RBI regulation, has 

forced banks to limit the BSBDA usage. 

 

B. Stop involuntary conversion of BSBDAs to regular savings account: Some banks have tried 

to be indigenous (but actually faulty) while trying to work with the restrictiveness in BSBDA 

regulation. The moment a 5
th

 debit transaction is done by the customer in a month, these 

banks without explicit and voluntary consent of customers are unilaterally converting the 

BSBDA into a regular savings account, requiring high minimum balance and associated 

service charges. 

 

Through the current Technical Report, we have tried to provide some direction towards 

correcting the situation for the benefit of depositors while keeping commercial interest of 

banks in mind. Though the present report may appear a bit critical of banks and the regulator, 

the underlying spirit is very positive and supportive of country‘s financial inclusion mission. 

 

In the interest of the large section of recently financially included citizens who are learning to 

transact digitally, we hope that this report would help in ironing out the regulatory 

impediments so that we can see fructification of our dream of a digitally savvy society. 
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Abstract 

 

The Basic Savings Bank Deposit Account (BSBDA) is a RBI mandated savings product that 

provides to the customer facilities of (i) unlimited credit, (ii) four debits every month, (iii) zero 

minimum balance, and (iv) no service charges. With more than one-third of the savings bank 

accounts being BSBDAs, the banks have done a remarkable job for opening such accounts. 

Nevertheless, there are certain design issues with the BSBDA product that make it restrictive for 

customers and not commercially viable for banks. This note has been prepared to facilitate the 

regulator and the government to come out with meaningful corrections, while taking forward 

BSBDAs. 

 

Banks have manoeuvred through the design anomalies of the BSBDA product, and as a result, 

many banks have already overcharged gullible BSBDA customers, or are still charging, in 

violation to the RBI‘s extant regulation. We showcase how banks are quietly converting a no-fee 

BSBDA to a fee-based regular account having high minimum balance requirements, the moment 

a BSBDA customer carries out 5
th

 digital payment transaction in a month. The account gets 

converted to a regular savings account and remains converted thereafter. 

 

The disclosures of incorrect service charges for BSBDA on the banks‘ websites and imposition 

of the same to the customers persisted despite the regulator being aware of it. Apparently, the 

bank supervisor has faulted in clear understanding of the complex regulation and therefore in 

carrying out effective supervision. Issues of consumer education and consumer protection were 

also found wanting. 

 

By not ironing out the design issues, RBI has created irrational impediments in the financial 

inclusion drive of the country – whether in form of inhibiting digital payments or through 

promoting cash usage by disallowing banks to charge beyond a certain monthly quantum (in 

value terms) of cash deposits. RBI‘s tenacity to avoid addressing the same, or lack of zeal to 

examine and provide explanations, is detrimental to the interest of about 280 million active 

BSBDA customers and of the banks. 

                                                           
1
 To appreciate the title of the report one may like to first see the RBI‘s BSBDA awareness video. The views 

expressed in the report are those of the author and not necessarily of the institution to which he belongs. 
2 Dr. Ashish Das is a Professor of Statistics with the Indian Institute of Technology Bombay. E-mail: ashish@math.iitb.ac.in 

http://www.math.iitb.ac.in/~ashish/workshop/BSBDA-RBI.mp4
http://www.math.iitb.ac.in/~ashish/workshop/BSBDA-RBI.mp4
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I. BSBDA – The Backdrop 

 

The BSBDA Regulation 

 

1. In August 2012, Reserve Bank of India (RBI) introduced Basic Savings Bank Deposit Account 

(BSBDA) and advised banks to offer this account alongside other variants of savings bank 

accounts. BSBDAs were mandated by RBI to be considered as a normal banking service 

available to all. The following minimum common facilities, without any charges, are 

associated with a BSBDA: 

i. The account shall not have the requirement of any minimum balance. 

ii. The services available in the account will include the usual deposit and withdrawal facilities 

associated with any savings account along with the facility of ATM card or ATM-cum-Debit 

Card. 

iii. While there will be no limit on the number of deposits that can be made in a month, account 

holders will be allowed a maximum of four withdrawals in a month, including ATM 

withdrawals. 

Additionally, no charge will be levied for non-operation/activation of in-operative BSBDA. 

Finally, RBI mentions that the banks would be free to evolve other requirements including 

pricing structure for additional value-added services beyond the stipulated basic minimum 

services on reasonable and transparent basis and applied in a non-discriminatory manner. 

 

2. After the initial year of implementation of BSBDA, in view of several queries received from 

banks and public, in September 2013, RBI clarified (and to a great extent redefined) the features 

of BSBDA through a list of FAQs. The minimum common facility in a BSBDA that is to be 

provided by banks to all their customers, without the requirement of any minimum balance and 

charges, was modified. Banks were now required to provide a minimum of four free debit 

transactions per month. Also, for a BSBDA, the banks were encouraged to provide additional 

services so long as they are provided free. 

 

3. Thus, BSBDA offers a right of only four free customer initiated debit transactions per month. 

However, given that one holds a BSBDA, if the bank allows the account holder to carry out more 

than four debit transactions per month (complete discretion to allow or not to allow lies with the 

bank), all those additional debit transactions necessarily have to be provided free of charge. The 

regulation says that any withdrawals from a BSBDA, after the mandated first four free 

withdrawals, cannot be considered a withdrawal from a BSBDA unless all such withdrawals (that 

the bank allows) are also provided free. 

 

4. In other words, this would mean that banks have to necessarily allow a threshold floor of four 

free debits in a month. Thereafter, if a bank does not want to allow for free-debits beyond four 
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(or five or any number that the bank decides) through any specific mode
3
 of debit transaction, the 

bank has to disallow the debit transaction once such a threshold is reached. Under such a 

restricted scenario, if a customer so desires or his banking needs so warrant, he can always come 

forward and consciously decide to change his BSBDA to a regular savings account, which would 

attract, inter alia, fees for non-maintenance of a certain minimum balance in the account. 

 

5. Accordingly, among other banks, SBI has already implemented the same in June 2017, while 

Axis Bank has fallen in line as late as May 2018. The two banks have disallowed BSBDA 

holders‘ money to be made available on demand beyond four debits a month. Demand deposits 

contain the money consumers need for paying daily expenses. Debit-freezing the account for the 

month after four debits in the month amounts to asking such depositors to live a whole month 

with only four digital means of payment for making everyday purchases and bill payments using 

POS / BHIM / etc. 

 

BSBDAs and PMJDY Accounts 

 

6. Although RBI is credited for designing BSBDA, even after passage of five years, BSBDAs did 

not get implemented in proper spirit. One of the reasons for this is the lack of a reasonable 

business model for banks serving such accounts where actual balances maintained could be low. 

The Government of India launched Pradhan Mantri Jan Dhan Yojana (PMJDY) on August 28, 

2014, for extending formal financial services to the financially excluded population. 

Notwithstanding the push by government‘s promotion of PMJDY since September 2014, which 

is essentially opening of BSBDAs, the other major reason for improper implementation of 

BSBDA has been the incapacity of the banks and the general public to appreciate the true 

features of BSBDA. As a consequence, till date not only are many banks non-compliant in 

providing the appropriate services associated with a BSBDA, but the public at large have also 

been mis-educated by the banks. 

 

7. As on date, about 54 crore
4
 BSBDAs have been opened through branches and Business 

Correspondent (BC) points, of which, more than half have been opened under PMJDY. It is 

noted that since the inception of the PMJDY, the thrust has been to open only BSBDAs under the 

yojana. Details are provided in Table 1. Also, see Chart 1 for a graphical representation of the 

same. 

 

8. Though PMJDY accounts are meant primarily for financial inclusion (with a greater view to 

check the menace of banking untouchability for those who do not have the same resources and 

opportunities available to others), BSBDAs have a much broader perspective and can be opened 

by anyone – not only by certain types of individuals like poor and weaker sections of the 

                                                           
3
 Modes of debit transactions could be cheques, ATM, POS, NEFT, IMPS, UPI, etc. 

4
 1 crore = 10 million 
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population but also other sections of the population without any restrictions imposed on income. 

It is a basic banking account available to all customers. 

 

Table 1: Annual addition of BSBDAs 

            (No. of Accounts in crore) 

Period
Number of 

PMJDY BSBDA

Number of non-

PMJDY BSBDA
Total BSBDA

Cumulative Sum of 

Total BSBDA

2005-10 0.00 7.35 7.35 7.35

2010-11 0.00 3.13 3.13 10.48

2011-12 0.00 3.37 3.37 13.85

2012-13 0.00 4.36 4.36 18.21

2013-14 0.00 6.09 6.09 24.30

2014-15 14.72 0.79 15.51 39.81

2015-16 6.71 0.38 7.09 46.90

2016-17 6.74 -0.34 6.40 53.30

Total 28.17 25.13 53.30  
       Source: RBI‘s Annual Reports and DFS‘s dissemination of weekly PMJDY data 

 

9. Table 1 demonstrates beyond doubt that, but for the PMJDY we would not have seen the 

BSBDA volumes that exists today. During the period 2017-18, the number of PMJDY accounts 

added was 3.25 crore, taking the total PMJDY accounts to 31.42 crore, as of March 2018. The 

data for total BSBDAs, as of March 2018, is still awaited and is expected to be released through 

RBI‘s 2018 annual report. 
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Chart 1: BSBDAs over the period 2005-2017 

 

10. Though general public is less familiar with the nomenclature of BSBDAs, as of March 2017, 

of the 150.2 crore savings bank accounts opened, 53.3 crore were BSBDAs. Thus, as on date 
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more than a third of the (active or in-active) savings bank accounts are BSBDAs. Table 2 and 

Chart 2 provide the time series data and a graphical representation, respectively. 

 

Table 2: BSBDAs and Savings Bank (SB) Accounts 

         (No. of Accounts in crore) 

No. of 

BSBDA

No. of SB 

Accounts

No. of 

non-

BSBDA

Percent 

BSBDA

Percent 

non-

BSBDA

(1) (2) (3) (4) (5)

Mar-10 7.3 56.0 48.6 13.1 86.9

Mar-11 10.5 62.4 51.9 16.8 83.2

Mar-12 13.9 70.3 56.4 19.7 80.3

Mar-13 18.2 82.3 64.1 22.1 77.9

Mar-14 24.3 97.8 73.5 24.9 75.1

Mar-15 39.8 117.0 77.2 34.0 66.0

Mar-16 46.9 135.1 88.2 34.7 65.3

Mar-17 53.3 150.2 96.9 35.5 64.5

Year

 
           Source: RBI's Annual Reports and Basic Statistical Returns data 
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Chart 2: Number of Savings Bank Accounts and their share in BSBDA and non-BSBDA 

 

The IIT Bombay Technical Report 

 

11. Though the regulation of BSBDA defines its features explicitly, there were some loose ends. 

The genesis of this report is based on the author‘s follow-up with RBI subsequent to a June-2017 

IIT Bombay (IIT-B) Technical Report ―Basic Savings Bank Deposit Account – Complex Design, 

Faulty Implementation‖, which tried to highlight to RBI the concrete issues surrounding the 

provisioning of such accounts. Of the 54 crore BSBDAs opened about 52% are active.
5
 Thus, 

these issues are not only hurting the vast population of about 28 crore active BSBDA holders but 

also the banks, who are having difficulty to meaningfully comply with RBI‘s equivocal but 

strong wordings in the regulation. 

                                                           
5
 The Global Findex Database 2017 has indicated that as high as 48% of account owners in India reported having 

what can be considered an inactive account, with no deposit or withdrawal — in digital form or otherwise — in the 

past 12 months. See, https://globalfindex.worldbank.org/ 

http://www.math.iitb.ac.in/~ashish/workshop/BSBDA_2017.1.pdf
http://www.math.iitb.ac.in/~ashish/workshop/BSBDA_2017.1.pdf
https://globalfindex.worldbank.org/
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12. Before going through the present report, it is encouraged to be familiar with at least the 

executive summary of its prequel, where RBI was apprised of some policy recommendations, to 

correct the situation. The focused recommendations in the IIT-B Report were the following: 

 

(A) Given the extant regulation on BSBDA, RBI may like to ensure its compliance so that no 

individual is turned away by a bank branch while attempting to open a simple bank account. In other 

words, RBI may like to plug the current rampant non-compliance of regulation related to opening of 

BSBDA. 

 

(B) For BSBDA, though RBI has prohibited fee based debits beyond four free debits per month, it 

may like to reconsider its policy and modify its regulation, so as to allow retaining the account status 

as BSBDA while imposing reasonable charges beyond the mandated thresholds on cash transactions 

and certain value added services. Moreover, annually a certain number of cheque leaves may be 

provided free even under such a modified regulation. 

 

(C) To encourage use of Debit Cards and internet/mobile based digital payments at merchant 

establishments (thereby issuer bank generating revenue in form of interchange), banks should allow 

unlimited free electronic debits for purchase of goods and services. 

 

(D) The requirement of BSBDA to provide unlimited free credit transactions may be curtailed for 

cash deposits. A minimum monthly floor, in value terms, for free cash deposits may be imposed by 

RBI. Banks would have the freedom to set their free monthly floor higher than what is set by RBI 

and impose a fee beyond that. 

 

(E) Even though BSBDA is a zero balance account, in order to eliminate unwanted elements, the 

initial minimum sum required for opening such an account could be higher than zero. It is suggested 

that banks be given the freedom to set a minimum amount requirement not exceeding Rs 200, just to 

open the BSBDA. This minimum amount requirement for opening a BSBDA could be further scaled 

down appropriately for rural locations. It is re-emphasised that this requirement is only to open a 

bank account and that the minimum balance requirement could continue to be Rs 0. 

 

(F) While showcasing deposit products, many banks at their branches attempt not to place the RBI 

mandated BSBDA alongside other categories of savings bank accounts with potentially higher 

minimum balance requirements. It is suggested that RBI mandate banks to have proper disclosure 

norms (including verbal) at their branches pertaining to their offering basic banking facilities such as 

zero balance BSBDA. 

 

(G) With the creation of the Depositor Education and Awareness Fund (DEAF) earmarked for 

promotion of depositors‘ interest and for such other purposes considered necessary for the promotion 

of depositors‘ interests, it is recommended that the funds under DEAF, inter alia, be utilised for 

running campaigns to educate public on the correct features of a BSBDA. 
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II. Eleven Months of RBI’s Failed Journey to Address Core Issues 

 

First, the Success Story 

 

13. The public awareness initiative on BSBDA by RBI is applaudable. During the 11 months 

since RBI was apprised of the imperfections in the BSBDA regulation, oversight in Banks‘ 

supervision on BSBDA, and the need for building public awareness on BSBDA, the Department 

of Communication (DoC) of RBI has now come up with a very good public awareness initiative. 

RBI started airing a video spot on opening BSBDAs during the IPL-2018 matches, on Star 

Sports as well as Doordarshan. The film is also available on RBI‘s YouTube channel, i.e., at 

https://www.youtube.com/watch?v=bh3vS2BJBNI 

 

14. So as to make the video viral, RBI wants that it be shared extensively on the social media 

groups. One can also readily access the video by clicking here. 

 

15. Apart from explaining the savings product BSBDA, the main highlight of the message in the 

video that RBI is disseminating include 

 Be aware and remain vigilant about BSBDA. 

 With no minimum balance requirement, get some important services for free. 

 Get a free ATM/Debit card and make upto four withdrawals per month. 

 Open BSBDA and play a long innings. 

 

The Faulting 

 

16. All banks have their regular savings bank account product with certain minimum balance 

requirements failing which a fee is imposed. So as to overcome this requirment of minimum 

balance and in the interest of financial inclusion, RBI mandated that all banks offer BSBDA. 

However, during the past four years many banks faulted by imposing service charges to 

BSBDAs, in voilation to the RBI‘s extant rules and regulations. 

 

17. On the extant regulations of BSBDA, we focus on the following: 

 First, phrasing of RBI‘s FAQs have kept the banks in difficulty and in a state of confusion 

forcing many to become non-compliant of the regulations consciously or unconsciously, 

detrimental to the interest of the depositors and the general public. 

 Second, rules governing BSBDA need some fine tuning so as to make it more meaningful in 

terms of regulation, supervision and compliance. 

 Third, RBI could have managed the complex situation by virtue of its responsibility towards 

consumer education and protection. 

 

https://www.youtube.com/watch?v=bh3vS2BJBNI
http://www.math.iitb.ac.in/~ashish/workshop/BSBDA-RBI.mp4
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18. Though these violations were detrimental to the vast number of BSBDA holders in direct 

monetary terms, neither did RBI supervise properly in stopping imposition of such charges by 

the banks, nor did other bodies, like the Banking Codes and Standards Board of India (BCSBI), 

independently worked towards protecting the depositors. To specifically mention, the Consumer 

Education and Protection Department (CEPD) of RBI (which has been vested with the 

responsibility to overlook on issues related to consumer education and protection) failed to be 

effective on this aspect though they had been aware of the same for quite some time now. 

 

19. Technically, Department of Banking Regulation (DBR) of RBI should have taken the lead to 

address the systemic issues, but they failed in coming out clean and clear. 

 

20. The IIT-B 2017 Report on BSBDA worked around four major banks of which two, 

subsequently, came out with corrective measures. However, since all banks were not part of the 

study, many banks still remain ignorant or pretend to be ignorant of the non-compliance with 

respect to implementation of BSBDA. In other words, many banks are imposing service charges 

on BSBDAs, in violation of RBI‘s definition of a BSBDA. To be fair, as per extant regulations, 

technically these charges should be retrospectively reversed. However, at present banks are under 

tremendous pressure due to other major concerns such as NPAs and accordingly one wonders 

whether or not directions should be put in place stringently to reverse all service charges imposed 

on BSBDAs. 

 

21. The regulation on BSBDA needs to be looked more holistically, upholding the law and 

ensuring that it does not encourage non-compliance over those banks that choose to be 

compliant, though at a cost to them. For example, ICICI Bank on realizing the correct definition 

of BSBDA reversed all charges retrospectively that were imposed on such accounts. Also, few 

banks, from the very beginning, imposed no fees on additional services that they provided under 

BSBDA. 

 

The Regulator’s Equivocal Approach Keeps Naive Depositors at Bay 

 

22. The regulator of the banking system in India was kept apprised of the issues surrounding 

BSBDA not only through the IIT-B Technical Report of June 2017, but also through repeated 

communication of the Department of Financial Services (DFS), Ministry of Finance, to the 

Financial Inclusion and Development Department (FIDD) of RBI. More specifically, DFS 

appreciated the issues that were raised and suggested to the FIDD the need for eliminating 

impediments in carrying out digital transactions by BSBDA holders. 

 

23. During late August 2017, the prime minister and the finance minister referred to the 

importance of BSBDA and PMJDY accounts in our society. As a follow-up, CEPD of RBI was 

requested to have a focused look. It was categorically indicated that if we want these basic 

savings accounts in the country to transact digitally, it is pertinent to address the concerns 
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highlighted. In the interest of the vast BSBDA and PMJDY account holders and the potential 

new accounts of the type that would come up, RBI was urged to iron out the impediments.  

 

24. In this regard, during September, 2017 the contribution from the Department of Banking 

Supervision (DBS) of RBI was sought towards its supervisory role for BSBDA. The retail 

banking issue, specific to BSBDAs that constitutes over 35% of total savings bank accounts, was 

put forth. However, DBS‘s role towards BSBDA lacked on – 
 

 ensuring that the supervisors understood the retail banking regulations brought out by 

DBR that affect the masses; 
 

 remaining updated of the extant banking regulations for the same; 
 

 ensuring through its supervisory role that banks comply with the banking regulations 

in letter and spirit (more so of such matters relating to retail banking) and; 
 

 apprising (if situation demands) the erring banks to take corrective actions at the 

earliest, so as to reduce slightest of monetary and non-monetary pains thrust on to bank 

customers, for the future. 

 

25. The author‘s persistence in reaching out to RBI is two-fold: 

 To raise a significant concern of inattentive and ignorant account holders on certain 

aspects of the BSBDA‘s extant regulation of August 10, 2012 that was subsequently 

updated by RBI on September 11, 2013. 

 To highlight concerns of unsubstantiated response from DBS of RBI (see, Appendix A 

for details), on the continuance of lacuna in BSBDA, due to possible deficiency in 

addressing the above four points relating to DBS. 

 

26. Despite all details available with RBI on the issues that they need to address, in response, 

either there is ‗no response‘ or highly sketchy and misleading response on supervision of 

BSBDA regulations. Undoubtedly, it would be in the interest of the vast small/medium 

depositors if RBI is more concrete in actions towards the issues raised on banking operations and 

compliance for such accounts, where one would expect the depositors to be more gullible. 

 

The Backlash 

 

27. Nonetheless, we would like to acknowledge here that the very definition of BSBDA, as it 

stands now, is very demanding and thus difficult to implement in all fairness. Resultantly, to be 

compliant in letter to the RBI‘s BSBDA regulation, Axis Bank has very recently fallen in line 

with SBI in restricting the BSBDA holders to no more than four overall debits in a month – 

thereby ensuring that these very BSBDA holders are not given the opportunity to take forward 

the digital payment drive of the country. SBI did not find better options and thus got forced to 

take this step in June, 2017. 
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28. While our country is working hard to bring about ease in digital transactions, SBI has 

debarred its 13 crore BSBDAs to carryout debit transacts more than four times in a month (even 

if it constitutes only digital transactions). Given that volumes of such accounts have been opened 

(under PMJDY) with an intention of financially including the excluded, such a scenario lacks the 

desired spirit of digital financial inclusion. 

 

29. Then we have other indigenous, but faulty, ways adopted by few banks to overcome the pains 

in the BSBDA regulation. For example, HDFC Bank and Citibank, with a complete lack of 

spirit towards their BSBDA customers, have in a discretionary fashion thrust a responsibility 

onto the BSBDA holders of keeping track of how many debit transactions they are doing. These 

banks without explicit and voluntary consent of customers are unilaterally converting the 

BSBDA into a regular savings account, requiring high minimum balance, the moment a 5
th

 debit 

transaction is done by the customer in a month. The customers have not been given an explicit 

option to bestow the responsibility onto the bank of not allowing the 5
th

 debit transaction in a 

month if the bank cannot provide it for free. 

 

30. In other words, for a BSBDA, at least these two banks would at their own discretion 

automatically convert the BSBDA to a regular savings account the moment a 5
th

 debit transaction 

happens in a month. Thereafter these banks would start imposing fees as high as Rs 600 every 

month for non-maintenance of minimum balance that the customer was not made aware of at the 

time of entering into a relationship with the bank. The bank lets the BSBDA holder to err (which 

can hardly be considered an error) by carrying out a 5
th

 debit transaction (even a POS / BHIM 

QR / Bharat QR transaction at a merchant location) in a month and create a potential to earn a 

service charge of as high as Rs 600 per month from such customers. Thus, a recurring charge 

gets built-in in the name of high minimum balance requirement of the converted account. 

 

31. The banks consider that their liability towards BSBDA holders is addressed and that they are 

fully compliant if they simply make such fuzzy disclosures. Under advice from RBI, banks have 

suddenly changed the rules of the game; with HDFC Bank and Axis Bank changing the rules as 

late as end-April 2018.
6
 Moreover, to their advantage and comfort, banks consider it sufficient to 

take only an implicit consent of converting a BSBDA to a regular account rather than explicit 

consent from BSBDA holders – the implicit consent is in the form of sending SMS, which may 

convey that the account has been used for a 5
th

 debit in the month and that any further debit in 

the month would automatically convert the BSBDA to a regular account. Such an approach 

adopted by the banks is devoid of an explicit consent of the BSBDA holder to allow conversion. 

 

32. Once a bank customer opts for a BSBDA, the account has to remain BSBDA unless the 

customer at some later point of time wishes to convert the same to a regular savings bank 

                                                           
6
 In contrast, we still have few other banks, which are yet to realise their non-compliance while they continue 

imposing service charges on the BSBDA. For example, Canara Bank and Yes Bank are imposing service charges on 

BSBDA (see Appendix C1 and Appendix C2 for details). 
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account. To be upfront, the bank can at best give informed options, like choosing between the 

two accounts – 

a) BSBDA: No more than 4 debit transactions in a month and no associated fees for whatever 

additional services offered, 

b) Regular Savings Account: Scope of more than 4 debits in a month with an associated 

minimum balance non-maintenance fee of say, upto Rs 600 per month plus other service related 

fees. 

The choice should be at the discretion of the customer and he should be educated on the same. 

This is an issue of consumer education and protection and RBI should take note of the same; 

more so since RBI‘s regulation says that ―offering such additional facilities should be non-

discretionary‖, which inter alia means that the banks cannot offer the additional facilities unless 

they can provide them at no charge. SBI appears to be in sync on this aspect.  

 

33. The regulatory gaps, in form of design issues with BSBDA, do not allow BSBDA holders to 

play long innings. The BSBDA holders get clean-bowled at the 5
th

 ball (debit) as in case of 

HDFC Bank and Citibank (see, Illustration 1). Moreover, the present regulation encourages the 

banks not to allow these BSBDA players to bat beyond the 4
th

 ball (debits even in the form of 

digital transactions), until he starts the innings again next month to meet the same fate. Thus, it is 

time for RBI to plug the lingering regulatory gaps in a customer-centric spirit and formulate clear 

and prudent guidelines on BSBDA that will also appease the awkward behaviour of the banks. 

 

 

Illustration 1: Can BSBDA depositors play a long innings?
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III. SBI - Axis Bank - HDFC Bank - Citibank 

 

RuPay Debit Card Transactions 

 

34. National Payments Corporation of India (NPCI) releases digital transaction volumes of 

RuPay debit cards. The RuPay card usage volume at POS and at eCom for the financial year 

2017-18 are 46 crore and 20.8 crore respectively, i.e., a total of 66.8 crore digital payments took 

place using RuPay cards. In fact, for the month of March 2018 alone, the volumes were 511 lakh
7
 

(at POS) and 238 lakh (at eCom), totalling to 748 lakh RuPay digital transactions. See Chart 3. 
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Chart 3: Digital transactions through RuPay for 2017-2018 

 

35. As of March 2018, 2366 lakh RuPay debit cards have been issued under the PMJDY. Thus, it 

follows that the digital transaction drive through RuPay had been a meagre average of 0.32 

transactions per month per RuPay card.
8
 Surely, we should discount for the many cards that were 

never used at POS and eCom, more so since the regional distribution of such PMJDY RuPay 

cards indicates that only about 41% of the 2366 lakh RuPay cards are associated to metro and 

urban locations. Let only 25% of the RuPay cards were ever used for digital transactions. Thus, 

even if we consider that about 592 lakh PMJDY RuPay cards are active, with only 748 lakh 

RuPay digital transactions in March 2018, on an average far less than 1.26 transactions were 

carried out per active RuPay card, per month. 

 

SBI 

 

36. As of March 2018, of about 13 crore BSBDAs opened by SBI, more than 10.5 crore had been 

opened under the PMJDY. Of these 10.5 crore PMJDY accounts, 6.1 crore are of metro and 

urban locations. This means, 58% of their PMJDY accounts belong to metro and urban locations. 

                                                           
7
 1 lakh = 0.1 million 

8
 Here, we are over stating the figure since actually there are non-PMJDY RuPay cards issued as well. 
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37. As of March 2018, of the 2366 lakh RuPay debit cards issued under the PMJDY, SBI has 

issued more than 703 lakh RuPay debit cards. In other words, SBI has issued about 30% of the 

total RuPay cards under the PMJDY. Thus, SBI has potential for contributing significantly 

towards the digital use of RuPay cards. Furthermore, unlike 41% of the 2366 lakh PMJDY 

RuPay cards being associated to metro and urban locations, for SBI the percentage is as high as 

58% of their 703 lakh RuPay cards, i.e., 406 lakh SBI‘s RuPay cards are associated to metro and 

urban locations. 

 

38. SBI‘s contribution in bringing about this lukewarm usage of RuPay cards for digital 

payments is their uncalled-for restriction of disallowing more than four digital transactions per 

month. In other words, what the bank expects is that anyone who deserves a BSBDA should also 

ensure that his purchasing requirements, at market shops and online stores, are limited to a total 

of only four a month. One may wonder, if that makes any sense. 

 

39. What SBI says, through their disclosed charges (as below), gives an impression as if it is RBI 

who is the cause of SBI‘s inability to offer more digital transactions per month.  

  

SBI’s Service Charges for Basic Savings Bank Deposit (BSBD) Account 

 Issue of Cheque book: No cheque book will be issued and no charges 

 Issue of ATM Card: Only RuPay classic card will be issued free of cost 

 Withdrawals: Four withdrawals in a month including ATM withdrawals free of 

charges. No further withdrawals beyond 4 withdrawals. 

 BSBD account holders will be provided services as mandated by the RBI. No further 

services will be available to BSBD account holders. In case of need, they may get their 

account converted to Normal Savings Bank account with full services at applicable 

service charges. 

 

40. Furthermore, SBI‘s restricting debits to a total of four in a month is like missing the woods 

for the trees – more so since SBI not only discourages digital transactions in this process, but also 

loses revenue (interchange) for every potential debit transaction at merchant location that it 

prohibits beyond four in a month. Recall that SBI has a significant share of BSBDAs to its credit, 

of which (as of March 2018) more than 10.5 crore are PMJDY accounts. 

 

Axis Bank 

 

41. As has been described in the prequel report, Axis Bank continued to prescribe service 

charges in a BSBDA for additional services that it allowed beyond the minimum prescribed by 

RBI. The bank offering such additional facilities in a BSBDA should be non-discretionary unless 

they offer them for free. However, in violation to the RBI‘s extant regulation, the bank had been 

charging their BSBDA customers for the additional facilities, which it technically cannot. 
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42. Thus, when Axis Bank has charged their BSBDA customers over years, it requires RBI‘s 

intervention in form of consumer protection to ensure that the bank refunds all such charges 

imposed onto the naive BSBDA holders who do not know that they have been wrongfully 

charged by the bank. Appendix D2 provides Axis Bank‘s misleading and incorrect Most 

Important Document (MID) on BSBDA, which is in violation to RBI‘s extant regulations. 

However, as recent as 1
st
 May 2018, the bank has fallen in line with SBI and has completely 

debarred debits in excess of four in a month (see, Appendix D1 for details). 

 

Axis Bank’s Transaction Fees for BSBD Account (Monthly Cash Transaction Free Limits) 

 Cash deposits: Free unlimited (across Axis Bank Branch) 

 Cash withdrawals: Only 4 withdrawals allowed free of charge per month including 

Branch Cash, Axis/Other ATM cash withdrawal, POS, Micro ATM, NEFT/RTGS, 

DD/PO, ECS/SI debit transactions) 

 

HDFC Bank 

 

43. Till very recently, in violation to service charge rules of a BSBDA, HDFC Bank has been 

disclosing and charging for additional services in the name of BSBDA. Till at least as late as 

mid-April 2018, HDFC Bank had been consistent in incorrectly charging BSBDA holders as per 

the charges provided in Appendix B1. Only now, after persistent questioning of RBI, the bank 

has tried to correct its stance, though not quite perfectly.
9
 The rectified BSBDA service charge 

disclosure of HDFC Bank is provided in Appendix B2. 

 

44. HDFC Bank, without being customer centric and with complete lack of spirit towards their 

BSBDA customers, has disclosed the following in their schedule of BSBDA service charges: 

 4 free per Month including ATM/RTGS/NEFT/Clearing/Branch Cash Withdrawal/ 

Transfer/Internet Debits/ Standing Instructions/EMI, etc. 

 In case of more than 4 withdrawals in a month, the bank would convert the existing 

BSBD account to Regular Savings Account and all rules and charges as per Regular 

Savings Account would be applicable. 

 

45. In other words, for a BSBDA, the HDFC Bank would at its own discretion not only allow 

debit transactions beyond four in a month, but also automatically convert the BSBDA to a 

Regular Savings Account the moment a 5
th

 debit is attempted in a month and thereafter impose a 

fee as high as Rs 600 in subsequent months. It is as if you jump a red light at a signal and pay a 

fine in that month, but then, even if you do not jump the red light in every subsequent month, still 

you keep on paying the fine every month. 

 

 

                                                           
9
 The credit for this correction goes to a General Manager of RBI, who appreciated the concern brought to his notice 

on April 6, 2018 and took swift action (though the same concern was highlighted in a broader sense to various 

departments of RBI since November 2015). 
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Citibank 

 

46. For quite some time now, Citibank has tried to be indigenous while burdening their BSBDA 

holders (who usually would not have the capacity to maintain balances of Rs 2 lakh in the 

account) with a stringent thrust that by any chance if the account holder does a 5
th

 debit 

transaction in a month, the bank would automatically force the account holder to maintain an 

average monthly balance of Rs 2 lakh, failing which, the bank would charge a non-maintenance 

fee of upto Rs 600 every month. Though the bank may find it improper to provide free service 

beyond four debits in a month, the bank does not provide for the option of disallowing more than 

four debit transactions, which would have been as per the original definition of RBI‘s BSBDA. 

 

47. Citibank, without being customer centric and with complete lack of spirit towards their 

BSBDA customers, has disclosed the following in their schedule of BSBDA service charges: 

 NEFT/ RTGS/ IMPS/ Cash Withdrawals/ ATM Transactions – Outward: 4 free 

transactions per month across all channels combined. 

 Please note 4 free debit transactions would include: Withdrawals (ATM & Branch)/ 

Electronic Fund Transfer (NEFT/RTGS/IMPS), Clearing (cheques or DD), Point of Sale, 

any Standing Instruction/EMI/any other payment maintained on the account. Once these 

4 debit transactions are exceeded, the Account will be converted to Citi banking 

Account. For further details, please refer to www.citibank.com/india. 

 

48. The complete BSBDA service charge disclosure of Citibank is provided in Appendix B3. To 

summarise again, for a BSBDA, the Citibank would at its own discretion automatically convert 

the BSBDA to a Citi banking Account the moment it allows the 5th debit and thereafter impose a 

fee as high as Rs 600 every month. The bank lures a gullible BSBDA holder to carry out a POS / 

BHIM QR / Bharat QR transaction at a merchant location for the 5
th

 time in a month and thus 

create a potential to earn as high as Rs 600 per month from such customers. 

 

49. In the process of overcoming design issues in BSBDA, we see that banks at their own 

discretion are converting BSBDA to a regular savings account by allowing more services without 

taking BSBDA holder‘s conscious and expressed consent for the same. Such a move is quite 

detrimental to consumer protection, more so since the consequential implication could be 

material for economically weaker customers whose account would thereafter be deducted every 

month with a considerable fee for non-maintenance of minimum balance. Banks can at best stop 

providing a service for BSBDA if they cannot offer it for free. It is then upto the customer to 

consider in a voluntary fashion, if deemed fit, to move to a frilled savings account category 

which may attract fees. 

 

50. The banks‘ unilateral approach of converting the BSBDA into a regular savings account is a 

very stringent move, when on one hand the government is trying to incentivise financial 

inclusion while on the other hand the banks are trying to incorporate negative sentiments for the 

same. Is this what RBI wants in the name of protecting BSBDA and PMJDY account holders? 
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IV. Concluding Remarks and Invoking Section 35A of BR Act 

 

Concuding Remarks 

 

51. BSBDA is an account that provides basic banking services to individuals, with no associated 

fee. All banks are required to offer this product. BSBDA comes with a mandated facility of four 

free debits in a month. In case a bank's system allows more than four debits / withdrawals in a 

month, the RBI regulation requires no charges be levied in the BSBDA for the 5
th

 or subsequent 

debit(s) in the month. What are the implications of such a precise information?  

 

52. Does it mean that if a bank charges for the 5
th

 debit, BSBDA has to shed its name? If so, 

what does the account become? The understanding of the product designer (RBI), the product 

provider (banks) and the product user (BSBDA customer) is yet to sync. A customer opens a 

BSBDA with clear understanding that such an account by definition has certain monthly debit 

limitations, does not impose any service fee, and average monthly balances as low as zero can be 

maintained without any fee imposition. Banks, under the extant regulation, cannot thrust their 

own discretion in providing the BSBDA holder with more additional facilities (unless provided 

for free) and thereafter impose a fee for the same. Such a practice by banks is widely prevalent. 

 

53. The BSBDA product cannot (or rather should not) fluctuate between being a BSBDA and 

getting converted to a non-BSBDA (by imposition of a fee) at the drop of hat and that too at 

bank's sole discretion, else we would not know how many BSBDAs are there in the country 

today. This has raised the following interesting questions 

 Do the banks offer opening of a BSBDA as per the mandated definition and fee structure? 

 Do the banks offer an exclusive BSBDA which would not impose any fee as per the 

mandated product design? 

 Are the declared service charges for a BSBDA or the mechanism adopted to impose 

charges, as announced at the banks' website/branches, correct? 

 

54. The frictions surrounding BSBDA should be appropriately addressed so that the prime 

objectives do not get diluted. RBI may like to work towards measures which would educate and 

protect the consumers on this aspect. 

 

Invoking of Section 35A 

 

55. RBI needs to be more focused while championing and taking forward BSBDA. The 

impediments, whether in form of inhibiting digital payments (and that too merchant payments 

through digital means) or forcing banks not to charge for unlimited cash deposits, is devoid of 

rationale. Furthermore, RBI‘s tenacity to avoid addressing the same, or lack of zeal to examine 
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and provide explanations in this regard, is detrimental to the depositors and the banks even under 

Section 35A of the Banking Regulation Act, 1949. 

 

Central Government Act 

Section 35A in BANKING REGULATION ACT, 1949 

1
 [ 35A Power of the Reserve Bank to give directions. — 

(1) Where the Reserve Bank is satisfied that— 

(a) in the
 2
 [public interest]; or 

3
 [(aa) in the interest of banking policy; or] 

(b) to prevent the affairs of any banking company being conducted in a manner detrimental to the 

interests of the depositors or in a manner prejudicial to the interests of the banking company; or 

(c) to secure the proper management of any banking company generally, 

it is necessary to issue directions to banking companies generally or to any banking company in 

particular, it may, from time to time, issue such directions as it deems fit, and the banking companies or 

the banking company, as the case may be, shall be bound to comply with such directions. 

(2) The Reserve Bank may, on representation made to it or on its own motion, modify or cancel any 

direction issued under sub-section (1), and in so modifying or cancelling any direction may impose such 

conditions as it thinks fit, subject to which the modification or cancellation shall have effect.] 

 
1 Inserted by the Act 95 of 1956, w.e.f. 14-1-1957 

2 Substituted by Act 7 of 1961, for "national interest" 

3 Inserted by Act 58 of 1968, w.e.f. 1-2-1969 64 

 

56. In view of the vast number of active BSBDA holders, which is about 28 crore in number, and 

given that these account holders are usually the poor and gullible lot, RBI needs to take a 

conscious view in providing clear guidelines so as to allow the product to evolve in the hands of 

the banks, while simultaneously protecting the interest of the country‘s digital payments drive. 

 

57. To conclude, we would like to reiterate that the vagueness in BSBDA‘s service charge 

regulation continues to persist. The focused policy recommendations, as in the June 2017 IIT-B 

Report is re-advocated, i.e., 

 For BSBDA, though RBI has prohibited fee based debits beyond four free debits per 

month, it may like to reconsider its policy and modify its regulation, so as to allow 

retaining the account status as BSBDA while freedom being provided for reasonable 

charges beyond a mandated threshold on cash transactions and certain value added 

services. 

 To encourage use of debit cards and internet/mobile based digital payments at merchant 

establishments (thereby issuer bank generating revenue in form of interchange), banks 

should allow unlimited free electronic debits for purchase of goods and services. 

 The requirement of BSBDA to provide unlimited free credit transactions may be curtailed 

for cash deposits. A minimum monthly floor, in value terms, for free cash deposits may 

be set by RBI. Banks would have the freedom to set their free monthly floor higher than 

what is set by RBI and impose a fee beyond that. 

This constitutes simple and implementable design changes in BSBDA. 

https://indiankanoon.org/doc/233138/
https://indiankanoon.org/doc/1825932/
https://indiankanoon.org/doc/1535275/
https://indiankanoon.org/doc/1013184/
https://indiankanoon.org/doc/946051/
https://indiankanoon.org/doc/1505887/
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Appendix A: Correspondence with DBS of RBI 
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Appendix B1: HDFC Bank’s misleading and incorrect disclosure on BSBDA 

 

In violation to RBI’s extant regulations, below we provide the fees and charges disclosed 

and implemented by HDFC Bank for various services under BSBDA.  

 

http://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-

account?accordname=accordian3 (Accessed 11-04-2018) 

 

http://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-account?accordname=accordian3
http://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-account?accordname=accordian3


 

Basic savings bank deposit account 

 

30 

 

 



 

Basic savings bank deposit account 

 

31 

 

 



 

Basic savings bank deposit account 

 

32 

 



 

Basic savings bank deposit account 

 

33 

 



 

Basic savings bank deposit account 

 

34 

 

 



 

Basic savings bank deposit account 

 

35 

 

Appendix B2: HDFC Bank’s corrected disclosure on BSBDA 

 

After persistent questioning of RBI, the bank has tried to correct its stance, but not quite 

perfectly. The HDFC Bank’s service charge disclosure for BSBDA is provided below.  

 

https://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-

account/rates-fees (Accessed 28-04-2018) 

 
 

https://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-account/rates-fees
https://www.hdfcbank.com/personal/products/accounts-and-deposits/savings-accounts/basic-savings-bank-deposit-account/rates-fees
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Appendix B3: Citibank’s disclosure on BSBDA 

 

Citibank’s service charge disclosure for BSBDA is provided below. However, the bank 

while offering additional debit facility has not been non-discretionary since they 

unilaterally provide the facility of 5
th

 debit transaction in a month and that too at a 

significant cost. If one does that 5
th

 debit transaction, the account holder is thereafter 

required to maintain balances of Rs 2 lakh every month or pay upto Rs 600 every month. 

 

https://www.online.citibank.co.in/soc/soc-pdfs/basic-banking-savings.pdf (Accessed 28-04-2018) 

 

https://www.online.citibank.co.in/soc/soc-pdfs/basic-banking-savings.pdf
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https://www.online.citibank.co.in/portal/newgen/citibanking-SOC-for-viewing.pdf (Accessed 28-04-2018) 

 

https://www.online.citibank.co.in/portal/newgen/citibanking-SOC-for-viewing.pdf
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Appendix C1: Canara Bank overcharging BSBDAs – applying service charges 

 

In violation to RBI’s extant regulations, the product features of Canara Bank’s BSBDA 

constitute charges for additional services under BSBDA, as disclosed. Though the bank 

indicates that “Maximum 4 withdrawals per month including drawings through ATM free of 

charge. Withdrawals exceeding 4 per month would be levied a service charge at the rate not 

exceeding Rs.5/- per withdrawal”, actual ATM transactions indicate that the bank is 

charging as high as Rs 23.60 for the additional service of ATM withdrawals for BSBDA 

customers. 

 

https://canarabank.com/english/bank-services/personal-banking/savings-deposits/canara-basic-savings-bank-deposit-

account/ (Accessed 20-05-2018) 

 

 
 

https://canarabank.com/english/bank-services/personal-banking/savings-deposits/canara-basic-savings-bank-deposit-account/
https://canarabank.com/english/bank-services/personal-banking/savings-deposits/canara-basic-savings-bank-deposit-account/
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Appendix C2: Yes Bank overcharging BSBDA – applying service charges 

 

In violation to RBI’s extant regulations, Yes Bank’s schedule of service charges constitute 

fees and charges for various additional services under BSBDA, as disclosed. 

 

https://www.yesbank.in/pdf/basic_savings_deposit_account_1st_feb_2018_english_pdf (Accessed 20-05-2018) 

 

https://www.yesbank.in/pdf/basic_savings_deposit_account_1st_feb_2018_english_pdf
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Appendix D1: Axis Bank’s corrected service charges on BSBDA 

 

Until May 1, 2018, in violation to RBI’s extant regulations, Axis Bank had been providing 

additional services and charging for the same. Since the bank is unable to provide 

additional services for free, the correction in form of limiting any type of debit transaction 

beyond four a month have now been implemented by the bank. 

 

https://application.axisbank.com/FeesAndChargeMaster/FeesAndCharges.aspx?_ga=2.77437212.801511552.15263

89648-268956810.1518439960 (Accessed 20-05-2018) 

 

https://application.axisbank.com/FeesAndChargeMaster/FeesAndCharges.aspx?_ga=2.77437212.801511552.1526389648-268956810.1518439960
https://application.axisbank.com/FeesAndChargeMaster/FeesAndCharges.aspx?_ga=2.77437212.801511552.1526389648-268956810.1518439960
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Appendix D2: Axis Bank’s misleading and incorrect MID on BSBDA 

 

In violation to RBI’s extant regulations, the Most Important Document (MID) highlights 

fees and charges for various services under BSBDA, as provided by Axis Bank. 

 



 

 

Can BSBDA Depositors have Long Innings? 
 

 

Courtesy Prof. Phani Tetali, Industrial Design Centre, IIT Bombay. Prof. Tetali teaches Animation, Game 
Design and Graphic Narratives at IIT Bombay. He is a cartoonist/illustrator and was a runner up in the 
Nationwide ‘Times Cartoonist Hunt’ held by The Times of India in 2017. 


