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Chapter - 4 

Perform Regular Banking Transactionsfor Customers 

Describe the process for cash withdrawals 
and cash deposits with documents 
required for the transaction: 

recording transactions conducted on behalf 
of customers. 

for handling cash / cheque transactions. 

 

                : 

           /    

/               

    / -             

On completion of the topic will be able to know about - 

a. Cash / non cash transactions in the banks and under BC model. 

b. Security aspects while handling the cash transactions. 

Banks accept demand deposits and term deposits from the customers. Deposit accepted in 
savings bank accounts and current deposit accounts is known as demand deposit and all type of 
fixed deposits are known as term deposit. Aggregate deposits with the banks are known 
demand and time liabilities (DTL). 

Savings Bank Accounts, Current Accounts and Overdraft Accounts are operative accounts where 
funds can be credited / paid through transfers, clearings NEFT and RTGS. Cash deposits and cash 
payments are also done subject to individual bank’s policy complying with the regulatory norms. 
Customer’s account can be debited with the authority of the customer.  

Generally customers issue cheques bearing signature(s) of authorised person(s) which are 
available in bank’s record. Payment instruments viz. Cheques, Drafts and Bankers Cheques etc. 
are known negotiable instruments hence provisions of NI Act 1882 are applicable. We will 
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describe here some important provisions which are adhered to while dealing with such 
instruments. 

Cheque: Section 6 of the Negotiable Instruments Act defines what a 'cheque' means. According 
to this provision, a cheque is basically a bill of exchange drawn on a specific banker. 
Furthermore, it is not payable otherwise than on demand. 

The Negotiable Instruments (Amendment) Act had amended this definition to make it broader 
in 2015. Accordingly, cheques now include the electronic image of a truncated cheque and also 
an electronic cheque. Despite this amendment the basic definition still remains the same. 

A truncated cheque is one which undergoes truncation during a clearing cycle. Truncation 
basically means the conversion of a physical cheque into digital format. Either a clearing-house 
or a bank may do this upon generating an electronic image of a cheque. 

An electronic cheque is a cheque which exists in digital format. A computer resource generates 
such cheques using digital signatures (either with or without biometrics). 

Looking at the definition of a cheque, we can conclude that it is similar to a bill of exchange. 
Furthermore, it is always drawn on a banker and is payable on demand. 

         - 

a)   /         

b)        

                      
                          
               ( )    
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    /                 
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Parties to a Cheque 

The parties to a cheque may be as under:- 

1. Drawer:  Who Draws / Issues the cheque. 

2. Drawee: The Banker on whose cheque is drawn.  

3. Payee: Who is entitle to receive the mentioned sum. 

4. Holder: The Payee 

5. Endorsee: To whom the cheque is endorsed (Payee). 

Essentials of a Cheque: 

1. Must bear Date, Amount in words and figures, Payee’s name or Self 

2. Valid for Three Months from the date of the cheque 

A SPECIMEN CHEQUE IS APPENDED BELOW:- 

   

      :- 

1. :   /    

2. :         

3. :         

4. :  

5. :       ( )  

  : 

1. ,     ,         

2.          

     :- 

Bank's logo printed with invisible ink (ultra-violet ink) (At Printing Stage): Bank's logo shall be 
printed in ultra-violet (UV) ink. The logo will be captured by / visible in UV-enabled scanners / 
lamps. It will establish genuineness of a cheque. 
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Important Parts of the Cheque: 

Date, Amount and Drawer’s signature 

What is order or bearer cheque? 

The order cheque is the one wherein the word bearer is cancelled on the cheque. As the word 
bearer gets cancelled the cheque automatically becomes an order cheque. An order cheque is 
paid to the payee across the bank's account. The identification of the payee is insisted on by the 
bank while presenting an order cheque while a bear cheque can be paid to the holder. 

Crossing of a Cheque: 

 A crossed cheque is any cheque that is crossed with two parallel lines, either across the whole 
cheque or through the top left-hand corner of the cheque. This double-line notation signifies 
that the cheque may only be deposited directly into a bank account. 

   : 

,        

     ? 

                           
                        

                     

   : 

              ,              
    -                  

What is crossing of cheque and its types? 

1. General Crossing – cheque bears across its face an addition of two parallel transverse 
lines.  
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2. Special Crossing – cheque bears across its face an addition of the banker's name.  

3. Restrictive Crossing – It directs the collecting banker that he needs to credit the amount 
of cheque only to the account of the payee. 

       ? 

1.   -             

2.   -         

3.   -                   
  

Demand Draft: A demand draft is issued by the bank, with the money from the customer’s 
account who requests the demand draft. This person or customer who requests the demand 
draft is called the drawer while the bank that pays the money is called drawee. 

The name of the person or party to whom the demand draft is to be paid to is mentioned on 
the DD. This person or party who receives the demand draft is called payee. The money through 
this demand draft can only be transferred to the payee and no other person can receive this DD. 

Payment of a demand draft may not be stopped by the drawer as it may happen with a cheque. 
Demand Draft generally bear crossing to ensure safety. 

Bankers Cheque: A Banker's Cheque is a cheque issued by the Bank payable to the order of 
specified payee for payment within a local area. Any variations of rate will be decided by Credit 
Committee on Remittances products. All Banker's Cheques are pre-printed with the crossing 
"NOT NEGOTIABLE". 

Cash Deposits and Cash Payments: In addition to the individual bank’s policy Income Tax rules 
are followed while processing cash receipts and payments. 

 :         ,            
                       

         

             ,          
                     

                

                       
         

 :                      
                       

"  "    -    

    :               
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Cash Deposits and Withdrawal – Compliance of Income Tax rules and security aspects: 

1. Cash deposit Rs. 50K and above requires PAN number of the account holder. In case PAN 
number is not updated in the account, the customer needs to furnish Form 60 which 
contains declaration that the depositor (account holder) is not having taxable income in 
the previous financial year and for the current year hence not liable to pay the tax. 

2. The customer needs to furnish a letter for large cash Deposit and withdrawal of Rs.10 Lakh 
and above where in source of cash receipt and purpose of withdrawal of cash is stated.  

3. It is also ensured that cash transactions are not repeated frequently below the statutory 
limits. In such cases clarification must be sought to ensure compliance of laws. 

4. Cash deposit slip must contain detail denomination wise and must tally with the total 
amount of cash deposit. 

5. Fake note if any found in the cash receipt, it must not be returned to the customer. A slip 
prescribed for tendering the fake note must be filled in and acknowledgement of the 
tenderer (depositor) must be obtained. In case of receipt of more than three fake notes 
from the same person, FIR must be filed with the local police station. 

6. Unauthorised people must not be allowed in the cash dealing area during the operations. 
Dealing official must ensure that cash drawer / cabin is locked as per policy and procedure. 

7. Cash must be counted / recounted and tallied with the final day’s cash balance. 

8. Security guard (s) must be accompanied as per norms while carrying cash from one place 
to another place. In a branch / office security guard must be available and be extra alert 
when main vault is opened. 

9. Cash shortage if any must be traced out same day and cash must be tallied by debiting 
suspense account in case of untraced shortage. There must be provision for recovery from 
the concerned official. Repeated shortage of cash for a particular official is matter of 
doubt which should be examined for taking suitable measures. 

10. Cash counters should be opened and closed in time to avoid non-compliance of 
regulatory norms. 

    -       : 

1. 50K                      
    ,     60   ,       ( ) 

            ,           
 . 

2.   10                    
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3.              -         
          

4.                     

5.          ,             
         ( )           

                

6.                   
      /         

7.   /                  

8.                   /   
               

9.                        
                 

   -                   
 

10.                   

Processing of Cheques: 

1.  When uncrossed cheque is presented for payment in cash at the counters of the bank, the 
presenter should sign on the reverse of the cheque. Banks verify the signature on the 
cheque with specimen signature of drawer on record before making payment. The 
payment cashier will ask for another signature to be made by the presenter at the time of 
payment.  

2. The banks ordinarily do not insist for presence of account holder for making cash 
withdrawals in case of bearer cheques unless the circumstances which warrants bankers 
to take precaution. 

3.  In case of the bearer word in the cheque is cut then it becomes an order 
instrument.Banks make payment of order cheque only on confirming the endorsement/s 
of Payee and other endorsees on the reverse of the cheque.  

4. When cheque is presented for payment bearing crossing can be paid through account only 
to the payee’s account if crossed “Account Payee” otherwise can be paid as per 
instructions of the holder through account. No cash is paid for crossed cheques. 

5. When drawer’s and payee’s accounts are with the same bank payment can be settled 
through internal transfer transactions but if drawer and payee belong to different banks 
payment is settled through clearing house. 
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6. Nowadays Cheque Truncation System (CTS) is a process of clearing cheques electronically 
than processing the physical cheque by the presenting bank en-route to the paying bank 
branch. It is step undertaken by the RBI for quicker cheque clearance. 

  : 

1.                ,       
                    
    ,             

2.                    ,   
               

3.                        
              

4.                       
      “               
                

5.                    
     ,      -         

        

6.     ( )               
                      

      

Returning of cheques: 

Bank can refuse payment of cheque giving appropriate reason. Common reasons can be 
illustrated as under:- 

1. Funds not sufficient – If sufficient balance is not there in the account to debit the account 
and pay the cheque. 

2. Drawer’s signature difference – When signature of the account holder does not match 
with the signature in bank’s record. 

3. Exceeds arrangement – When the customer is sanctioned with a overdraft limit / cash 
credit limit and sufficient limit balance is not available to meet the cheque amount. 

4. Not drawn – When cheque is erroneously presented to other than the bank on which 
cheque drawn. 

5. Amount differs in words and figures – When cheque amount written on cheque differs in 
words and figures. 

6. Alteration not authorised – When there’s cutting in date \ payee amount etc.  
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7. Post- dated Cheque – When cheque is presented for payment before the date on the 
cheque. 

8. Stale Cheque – When cheque is presented after expiry of validity period of three months. 

9. Payment stopped by the drawer – When payment of a cheque is stopped by the account 
holder. 

  : 

                     
:- 

1.    -                  

2.    -    -              
  

3.   -      /             
          

4.      -                    
   

5.         -             

6.     -   \        

7.    -                  

8.   -                

9.       -            

Effect of returning of cheques: 

1. Payment to the payee is delayed. 

2. Drawer’s image is impeached. 

3. The payee may take legal action against the drawer u/s 138 of NI Act. He can file criminal 
suit against the drawer and on finding guilty the court may award 2 years imprisonment to 
the drawer. The reason for returning of cheque must be “ insufficient funds” 

The Reserve Bank of India (RBI) has envisioned the financial inclusion plan which aims to 
provide easy access to affordable financial products and services for the economically weaker 
sections and lower income groups in the country. It initiated the Business Correspondent Model 
in 2006. Under this framework, Business Correspondents (BCs) are authorised as third party 
agents by banks and deliver banking and financial services on behalf of the banks. For their 
services, Business Correspondents also receive commission from these banks. Business 
Correspondents have a pivotal role to play as they bring vital banking facilities to the financially-
excluded members of the society in far-flung areas where banks do not have presence. The 
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Business correspondent model is actually a partnership model wherein each partner has a 
specific role to play. 

Business correspondents are engaged by banks as retail agents to offer banking services their 
customers. Hence, they are instrumental in growing the outreach of banks through Kiosk 
Banking facilities where services & products are available at affordable cost. The Kiosk outlets 
are internet-enabled and serve as a convenient platform for availing basic services that would 
include opening a no-frills account with no minimum balance, transactions within Rs 10,000 per 
day, and small value deposits along with products like pension products, other third party 
products, etc. While the customers are guaranteed a secure and hassle-free banking experience 
through these kiosks operated by business correspondents, there are also some advantages for 
these retail agents as well in terms of good incentives. 

   : 

1.         

2.         

3.      138             
                2       

      "  "   

   ( )                 
                   2006  

         ,   ( )        
                         

                   
-          ,             

                    

                      
  ,                     

      -             
             -   ,   10,000     
                   

                 ,     
           

Understanding Commission Model 

Business Correspondents function on the basis of a commission model. They receive a 
commission from the bank for the services rendered by them like each new account opened for 
customers, money transfer transaction or new loans disbursed. According to the RBI, the banks 
shall pay reasonable commission to their BCs. And, the rate and quantum of the commission 
may be reviewed periodically. While the BCs are strictly prohibited from charging any fee from 
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the customers for their service, the banks are entitled to levy reasonable service charges from 
their customers in a transparent manner. 

As per RBI, the commission structure or incentive mechanism is designed in a way that a mere 
rise in the number of customers served or the transaction volume does not drive the 
commission. The remuneration shall combine fixed and variable parts dependent, among other 
things, on certain indication or customer satisfaction index. Some portion of the variable 
remuneration could be deferred or taken back in case of deficiency of service. 

    

                     
     ,                 

,               -        
               ,        

       

  ,                    
                ,    

,                    
            

Business Correspondent Roles and Responsibilities 

Business Correspondents ensure the delivery of last mile banking services to millions of 
customers on behalf of the banks. The activities that are executed by them shall be within the 
normal course of the banking business of the concerned bank, but carried out through and by 
the entities at places other than the Bank’s premises. With regards to all such transactions, the 
Business Correspondent, his or her agent shall be authorised to accept or deliver cash either at 
his place of work, or any suitable location subject to the ceilings per day / per customer as 
specified. The BCs are linked to the nearby branch of bank (also known as base Branch). 

A Business Correspondent could serve as a BC for more than one bank, at the point of customer 
interface, the retail outlet or sub-agent of BC should represent and deliver banking services of 
only one particular bank. The terms and conditions governing the contract between the bank 
and the BC must be carefully defined in written agreements and subjected to thorough legal 
vetting. The Business Correspondent should adhere to the instructions specified in the contract. 
Furthermore, Business Correspondents are responsible for executing a gamut of functions 
which have been explained below: 

     

        ,             
        ,        ,    

              -    ,  ,  
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Attracting new customers: 

 By identifying prospective customers for the bank, the business correspondents engage in 
generating awareness among customers on the available saving options and other 
financial products of the bank. 

 They are responsible for educating and advising their customers on managing money, debt 
counselling as well as recommending small loans to target customers. 

 The scope of work for BC also includes promoting, nurturing and monitoring of Self Help 
Groups/ Joint Liability Groups/Credit Groups/others. 

Delivering products & services: 

 Business correspondents execute the task of collecting and handling preliminary 
processing of various forms for deposits that involves verification of primary information/ 
data. 

 They are accountable for enrolling the customers for various financial products. This also 
involves filling various applications or account opening forms including nomination clause 
and submission to the bank. 

 When opening a bank account for their customers, Business correspondents also complete 
the entire ‘know your customer’ (KYC) process as part of the opening formalities involving 
collection of vital customer information from time to time. 

 The process of opening of no frill deposit accounts and other products as permitted from 
time to time by leveraging technology is managed by the Business correspondents. 

 They are authorised to provide mini account statements and other account related 
information, for a minimum period of 3 months to their customers. 

 In addition, they also deliver any other service on behalf of the Bank, duly authorized by 
the appropriate authority. 

 Besides, cross-selling micro insurance, Business correspondents also promote products 
through kiosk banking facilities including mutual fund products, pension products and 
other such third party products. 
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Disbursing and Collection: 

 The business correspondents handle the task of collection and payment of small value 
deposits and (cash) withdrawals the maximum value of which is Rs. 2000/- per transaction 
while there is no minimum limit. 

 Business correspondents are accountable for handling receipt and delivery of small value 
remittances/ other payment instruments. 

 They are responsible for disbursing small loans like entrepreneurial loans, agricultural 
loans, group loans, etc. depending on the partner banks guidelines. 

 Their responsibility also includes collection of payment and fees from customers as per 
partner banks guidelines. 
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 For loan products, they help with collection of principal and interest complying strictly by 
code of conduct. 

 After the loans are sanctioned, the task of monitoring is also undertaken by the business 
correspondents. 

  : 

        ( )         ,  
   2000/-         

     /              

         ,  ,        
     

        ,           

   ,                   

               

Other important responsibilities: 

 For those customers who wish to close their bank accounts, the Business correspondents 
undertake the accountability to inform the local branch or the centralized hub of Bank/ 
NBFC about such closure of accounts. 

 Upon the death of the bank account holder, business correspondents ensure to inform the 
bank about deactivation of the account. 

 They also consider any risk associated with handling of cash at ground level and take 
suitable measures to ensure security. 

 As intermediaries of the banks, business correspondents ensure the confidentiality of vital 
customer information. 

 For delivery banking services, BCs are authorised to use the equipment and technology as 
assigned by the banks and are responsible for efficiently using them. 

  : 

           :           
   /            

    :               
  

                       
    

     :           
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Eligibility Criteria for Business Correspondent 

As per the guidelines of RBI, banks are allowed to engage individuals and entities as their 
business correspondents only if they comply with the eligibility criteria. The individuals who are 
allowed to serve as business correspondents include: 

 Retired bank employees, retired government employees and ex-servicemen and retired 
teachers 

 Individual owners of kirana / medical /fair price shops 

 Individual Public Call Office (PCO) operators 

 Agents of Small Savings schemes of Government of India/Insurance Companies 

 Those who own Petrol Pumps, authorized functionaries of well-run Self Help Groups 
(SHGs) which are linked to banks, any other individual including those operating Common 
Service Centres (CSCs) 

The following entities are allowed to become authorised business correspondents of banks: 

 NGOs/ MFIs established under Societies/ Trust Acts 

 Section 25 Companies which are standalone entities, or in which NBFCs, banks, telecom 
companies and other corporate entities or their holding companies did not have equity 
holdings in excess of 10 per cent 

 Cooperative Societies which are registered under Mutually Aided Cooperative Societies 
Acts/ Cooperative Societies Acts of States/Multi State Cooperative Societies Act 

 Post Offices 

 Companies that are registered under the Indian Companies Act, 1956 with large and 
widespread retail outlets, excluding Non-Banking Financial Companies (NBFCs). 

      

    ,  ,             
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Multiple Choice Questions: 
1. What is the main purpose of the Business Correspondent Model? 

a) To provide banking services only in urban areas
b) To bring vital banking facilities to financially excluded areas 
c) To provide services exclusively to high-income individuals 
d) To promote digital banking services nationwide 
Answer: b) To bring vital banking facilities to financially excluded areas 

2. Which of the following documents is required for cash deposits of Rs. 50,000 and above? 
a) Aadhaar card b) Voter ID card c) PAN card d) Passport 

3. What is the maximum value of cash withdrawals handled by Business Correspondents per 
transaction? 

a) Rs. 5,000 b) Rs. 10,000 c) Rs. 20,000 d) Rs. 50,000 
4. In the context of cheques, what does a crossed cheque signify? 

a) It can be encashed at any bank 
b) It can only be deposited into a bank account 
c) It can only be encashed by the payee 
d) It can be transferred to another person 

5. Who can serve as a Business Correspondent according to RBI guidelines? 
a) Only retired government employees 
b) Only NGOs and MFIs 
c) Only individuals owning petrol pumps 
d) Various individuals and entities meeting eligibility criteria 

6. What is the significance of endorsing a cheque? 
a) It makes the cheque payable only to the endorsee 
b) It renders the cheque invalid 
c) It allows the drawer to cancel the cheque 
d) It authorizes the payee to deposit the cheque 

7. How are commission payments structured for Business Correspondents? 
a) Based solely on the number of transactions handled 
b) Fixed remuneration with no variable part 
c) Combination of fixed and variable parts 
d) Paid directly by the customers 

8. What is the primary responsibility of Business Correspondents regarding customer 
accounts? 

a) They can close accounts without informing the bank 
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b) They must ensure confidentiality of customer information 
c) They have the authority to freeze accounts 
d) They can modify account terms without customer consent 

9. What action can a bank take if a cheque is returned due to insufficient funds? 
a) It may file a lawsuit against the payee 
b) It must honor the cheque regardless of funds 
c) It can refuse payment and provide appropriate reason 
d) It can suspend the payee's account indefinitely 

10. What is the key objective of the Cheque Truncation System (CTS)? 
a) To extend the validity period of cheques 
b) To facilitate quicker cheque clearance electronically 
c) To discontinue the use of cheques altogether 
d) To increase the number of bounced cheques 

 
Answer the following questions: 

1. Explain the importance of Business Correspondents in promoting financial inclusion in 
rural areas. 

2. Discuss the security procedures involved in handling cash and cheque transactions at 
banks. 

3. How does the Cheque Truncation System (CTS) streamline cheque processing? Discuss 
its benefits. 

4. Explain the process and documents required for large cash deposits and withdrawals at 
banks. 

5. Describe the role and responsibilities of Business Correspondents in delivering banking 
services on behalf of banks. 


