
LEGAL UPDATE

To clarify the scope and extent of application of the DLG (Digital Lending 
Guidelines) and address the concerns of the stakeholders in the digital lending 
ecosystem in India, the RBI has issued FAQs on “Digital Lending Guidelines”. 

Whether a lending transaction would fall under the definition of
digital lending only if all the processes in the life cycle of a loan
are carried out digitally? Can some of these processes be
carried out in physical mode also? 

The phrase ‘largely by use of seamless digital technologies’ is used in the
Digital Lending definition to accord operational flexibility to REs in ‘Digital
Lending’. Therefore, even if some physical interface with the customer is
present, the lending will still fall under the definition of Digital Lending. 

Whether any service provider to whom RE has outsourced some
of its credit intermediation activities would fall within the
definition of a Lending Service Provider (LSP) even if the
lending transaction in question does not fall under the definition
of ‘Digital Lending’? 

As provided in the Circular dated September 2, 2022, these Guidelines apply to
‘Digital Lending’. Hence, only if a lending transaction qualifies under the
definition of ‘Digital Lending’, the service provider facilitating such lending will
be designated as LSP. 

Whether all LSPs need to appoint Grievance Redressal Officers? 

No, only those LSPs which have an interface with the borrowers are required to appoint a nodal Grievance
Redressal Officer. 

Whether credit card activities will also come under the ambit of DLG? 

No, only debit card EMI programmes must comply with DLG. EMI programmes on credit cards are governed by the
‘Master Direction on Credit Card and Debit Card – Issuance and Conduct, 2022. 
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Is it mandatory to include insurance charges in the calculation of APR? 

The insurance charges shall be included in the computation of APR only for the insurance which is linked /
integrated with loan products. 

Can the services of PA (Payment Aggregators) be used for loan disbursals and repayments? 

While entities offering only PA services shall remain out of the ambit of the DLG, any PA also performing the role of
an LSP must comply with the DLG. 

When and how should the details of the recovery agents be specified to borrowers? 

In case of delinquent loans, REs can deploy a physical interface to recover loans in cash, where necessary. Any
recovery by cash should be duly reflected in the borrower’s account and REs shall ensure that any fees, charges,
etc., payable to LSPs are paid directly by them (REs) and are not charged by LSP to the borrower directly or
indirectly from the recovery proceeds. 

Whether the Guidelines are also applicable for corporate including MSME loans? 

The Guidelines apply to all transactions meeting the definition of ‘Digital Lending’ as per the DLG. 

Whether the Guidelines are also applicable to mobile banking apps/websites of banks where,
as an additional feature, personal loans or loans against deposits are being offered on the
applications? 

The Guidelines apply to ‘digital loans’ offered over any digital platform which meets the definition of DLAs (Digital
Lending Apps/Platform). 

Whether penal interest / charges can be levied on a lower base? 

The amount under default shall act as the ceiling on which the penal charges can be levied. 

Is it mandatory to annualise cheque bounce or mandate failure charges levied as per
instance/occurrence basis? 

These penal charges which are necessarily levied on an instance basis may not be annualised. It must be disclosed
separately in the KFS under ‘Details about Contingent Charges’. 

Is processing fees required to be refunded if the customer exits the loan during the cooling-off
period? 

A reasonable one-time processing fee can be retained if the customer exits the loan during the cooling-off period.
The processing fee must be included in the computation of APR. 

How to disclose APR (Annual Percentage Rate) in case of floating rate loans? 

In the case of floating rate loans, APR may be disclosed at the time of origination based on the prevailing rate as
per the format of KFS (Key Financial Statement). As and when the floating rate changes, only the revised APR may
be disclosed to the customer via SMS / e-mail. 
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it
is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice
after a thorough examination of the particular situation.

How can the lender specify the details of the recovery agents at the time of sanction? 

If the loan turns delinquent and the recovery agent has been assigned to the borrower, the particulars of such
recovery agent assigned must be communicated to the borrower through Email/SMS before the recovery agent
contacts the borrower for recovery. 
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