( Chapter-4 )

Perform Regular Banking Transactionsfor Customers

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

*Explain the importance / relevance of
recording transactions conducted on behalf
of customers.

eExplain the SOP for security procedures

for handling cash / cheque transactions.

e Demonstrate ways of handling queries related to cash / non cash transactions with customer.

I & fIT STazae® GXATAS & 1Y PG P SR Tahg FH1 Bt UfehaT HT qui o
o TEHI B 3R Y T T HEH B RBIS B & Hgea/UraRIedl ! go=m |

o TG/ TG P HHIT P g Jram uicharsit & o Tsiidt 1 sare &1 |

o TRH b Y THG/IR-THG e 4 Gairdd sl I e & Tp! o1 e o1 |

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.
T R 81 R 59 IR § 9 g -

a) !  Fbe/IR Fabe A 3R Sft Aisd & ded|

b) FHE! TG B AU THT YRET Tg |
d% et ¥ feurs feutivre ok o feuifore TR #va § | Fad S @t 3R =1e o Wral § WeR ot S
T STHT &1 AT ST & U § ST o7l € 3R T+t TR @1 T1afel ST &t A1afel ST & 0 | ST ol ]
Sl P I STHT 1 718 Hdd ST TR BT 1 [T 3R THT ST (SIETe) HeT S g |
SO S WA, T WA 3R SRS WA Wihy T &, 6T YR SE&AIRUI, GHINY TISUHET 3R
SRETSTTH & AT Y STHI/ AT BI ol Fabvell ¢ | Tha o1 3R Fave YT H e Ardst & sruTeH &
fore safaard o ot Hifa & siefi= forar ST 8 1 UTe® & WTd T UTew & iR § Sfe fear s asdr |
3 AR R e 3Hfipd afad(cafeaal) & s&ieR dard 9 SRl I &, il s &b Rebls H Iuasy 8d
YT TeH 3T, I, ST 3R 9y I 3Tfe TP IUSHRUN A SITd & Siere T SifAfaH 1882 &
PIEHIE I RE]
TH 81 $© HedU! UTaYT=i &1 gulH Sl foriesT U Iuaul § Fues & SR uTe fohar st g |
AP BT forgd SHTITE Bt URT 6 TRUIRNT Felt 8 {6 9 &1 1 o §1 39 UIay™ & 3R, Th o
Td &0 Y T AR dor IR sield fafma &1 fod 8 1 S8 31ardr, g [T & SfardT 3T 8 el g |
WRebTH] forad (SRNed) SfATE = 2015 T 39 YD o9 & ol 39 aRUeT & W=ne fovdm AT dadaR, o o
39 He gU AP P SATD B 3R Ueh Seideli=ch I AT T | 3 WM & STa[e Ja gRuTeT 3l off
BRI
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TPHes AP: Ches IP 98 BId & [orH JHRNE Th & SR HIe- BIC B Sl ¢ | THRA BT Hd U I Haad
Hifde St &1 fEfored Tey & 9501 ¢ 1 3 & Saagi-d Bid TR B R AT 139 a7 §d U1 &R
JHaT g |

SASID A% 98 9P © ol [Sfoed URSU H HISG 8IdT 5| T R J¥1e fSfored gxear (Sramficad &
1Y T 3G foT) BT ST HIb T b ST Hl g

IH Bt URHTY &I S8 gU, B9 T8 iy (aTd Uavd & o s fafa foer & 99 1 39 srard, I8 gaRn
TS JHR W 3R BT g SR AT R I T3 |

Parties to a Cheque
The parties to a cheque may be as under:-
1. Drawer: Who Draws / Issues the cheque.
Drawee: The Banker on whose cheque is drawn.
Payee: Who is entitle to receive the mentioned sum.

Holder: The Payee

v & W N

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:-
qS P U4
% & v FETaR 8 9% §-

1. 3ATET: I PI- SHCI/SR HRAT 5 |

2. 3(GTPHdl: Ig SR o IR AP HICT TG |

3. FTeadt: Ierad XM U = BT 5HER DA 5 |

4. YRS YTTAHSAl

5. gipopd: ford 9 Ygifsd fbam ST 8 (FTamidha |
AP B Sifarians:
1. feip, TR Treat ofR siep! H, UTdhl o1 1T a1 W Sifehd BT ATfe T
2. 9% B ARG 9 fH HgH & frg ay
TP AT St A1 A 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.

90| Page



S BT AT e TR (URISTHT TTe) ¥ Gfed fovam SITeem (et =Ror ) S o1 drl iRevHT (g wmet &
gfed forar STe | A ) gat-Ter Wh-R/AY gRT H&R a1 ST § | T8 I o1 aRdfadhdT RATAd &l |

' (11724) KARAMANA

i qd q ¥ aai KAIRALI FLAZA, NHT, KARAMANA
2 THIRUV ANANTHEURAM. 805002

State Bank Of India IFS CODE: SBING0T1724 =

. pay  Minir Bajaj %! A1 3% 9 W OR ORDER

. =7 RUPEES Ten thousand only s -
: ? 10,000 /- |

FErmiL . | |
T WALID FOR R=. | 000000/ & UNDER

| 000122234656767

Profix :
1515800002
MULTI-CITY CHEQUE Paysble at Par al All Branches of SBi

"®R50020w BR5002032w D02BEOe™ 3%

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.

P & HGAYU! YTT:
feqte, WfRr 3R TR RepTem ard & g&aer
SR T fR AP AT 7?

3TER A% 98 BIT ¢ FoId AP R ATeeh Weg BT &, B (A1 1T 81 O B I8 Weg ¥E, 8 Sl § ol I W
B TR AP & AT | TR TP BT YA Tl Dl s o @I I a1 ST 81 3SR A U Bl 9o
& GRI AT d! &1 U8 IR SR {31 ST § Safdh YR & fouR I &1 Y a1 S I g |

AD B I B

1 [T gofT 3% 18 1 9 BT ¢ o & THMIaR X@M3f ¥, ATl R 9% W AT IS & S8 a4 B 3 hid
a1 SITaT 8 | 9% SId-A1g AR dT 8 f 9% Haa W de wra & g w1 fosan o g 3|

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.

AP B IR T § 3R ITP YPR?
1. T IR - IF & dg¥ W &l GHFIGR IR I@M37 HT 51 grar g |
2. faRIT HIRAT - 96 W IR HTAH JST a1 8|

3. AU IR - T8 GUSUHT bR DI A AT & fob I A Pt AR hadt Wbl & Jrd H ST
CRGikuill

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.

feuis gTUe: §% gR1 U feuis Sue Ik fara Siran ], o fenis STie &1 3iR1Y $-A aTel UTgdh o |Td I
1 AT BT 81 T8 A 1 RS S FSATS FIUE BT SRIY Bl § I Mgl BT Sl § SHalfcs Iy BT
T A aTel S B el gl Al g |

39 faq a1 urel &1 AW O fente S1ue &1 YidH far o 8, Set R Ifcafad g1 a8 aafad ar urdf st
fETTe ST Ut FHRal & SN SHIGTdT Hal oiidl § | 39 fSHTS S0 & A1y ¥ U dhad YTIddhd! & geaidiRg
T o1 Tara § SR 18 31 Afad 39 SISt &l U1 T8 R AHhal g |

e S0 &1 YT Siddl gRT el AchT S TehdT & ST o A & 1Y 8 Tobdl & | JR&M IR &3 &
forg fauis g R AR R BIRAT BT 8 |

P AP: SHd A o GRT SR} a1 701 Ueh 9 € ot W & & HiaR YiraH & fog fAfey Yramedf &
MY R T I B 1 R H fopft oft srererra o1 ok Swyor Iamel vk shfee wftifa grr o Simar | waft o I
"IRSHTR gl IR & Iy gd-gf%d 8id 8|

e ST 3R A YIAH: THTT s B Hifd & 3Tl Febe Wil 3R YIaHT Bl GHIfed Hd JHg
e faHl &1 Te fhar STar g |
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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.

qoe 5T 3R PRI - 3= At 3k gRem uggsi &1 srgura:

1. 50K BT 3R I Y e STHT & AU WIATURS & U TR BT ATTRAH T gl ¢ | afe Wi H U9 e
3UST gl fran T g, A WP B! BIH 60 YR BT 51T, Fored Siwor =nfdra ¢ o sresal (WrareRe)
&t s foxita 9y oiR areavl H 3= a1 311 18] &, ST 98 PR BT YA PR & [T JTRar Tal
B

2. TS P 10 TR I 3R I HYF Pt TS1 b o1 3R FBRit & 7w Uer vt vgd =1 g1 foras
Tl UG T HNd 3R e} FHpTan o1 ST ST T 8 |
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3. 7g 1t YRy fasan S § fos denfies i 9 = g aFe IR-GR 9 GIex/l oY | T ardal § STl
T SFFUTe G B o forg wdtesyor i st =nfe

4. ¢ TH Ul B G & SR f3aR01 g1 AT SIR e o1 &1 Hdt MR & T W1 aTfg |

5. Jahg Wig | afg B Al Aic U oi1d €, ' S UeD Sl a9y gt fvar ST a1fey | Faban Aie ST
R & forg Freiia odf wR-t gt 3fR FfagTeral (ST &1 UTac UTed SRt g1t | Ueh &1 cafad & U
T HfIH Taveit Ae T IR R e 4T H TH3MS3IR &ol BRI gH |

6. URETEH & SR dhd! Ae & o 3MFTIgd safaqal o Sigufd el & S =gy | et Sifersrt !
g G HRAT G o Tl et/ o Hifa SR ufohan & SR 9 8

7. Fact & TUFT/Q: TTOMT 1 ST Afe T SR Sifaw fom & Favet v & wry firem faran S anfgu

8. THel B U M I TR M dF o Sid T FHHER JRef TS 9ry § g1 a1t | rat/sriag §
IRET TS IuA BT AT SR PR fasikt et o IR Stfaferd Tads g1 anfeu|

9. THA! B HU T TR I f&T IUHT Ual ST ST I1gY SR Ul 1 o 1 FRufay § I W1 § Favdt
FIcax Adhal Bl B fooar ST a1fet | e SifYeR) ¥ ayel &1 uray™ g arfeu| fadt faviy
B & fow IR-GR el 3 HH g1 ToE F1 fawa § et 3fad Iur #A & fore sifg &t S
Iy

10. PRI AFES! BT U A TR & oY 2 HTIex THI IR Fidt 3R §¢ fbT I =13

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.

UH BT YRIHUL:
1. 919 fom1 Xifohd A% S & BIIR| W AdhE Y & o8 TR a1 SIran 8, af Idddi &1 9 & U

TXAER BT MY | TF YA B I U5 9 TR FXAER DI Rble TR TRl & gEdeR & 57 I
T HR § | YT HRER, YA & THT TRdddhd! 3 T 3R SXIER HRH & e BT |

2. % IR R fIRR I &b T § Tobe MpRA & fofw @R &t IURUY R R 78 ¢d &, ofd db
fop Ut ufefRuferat =1 8 St o= & Fraem sRax & fou S SRt B

3. ¢ A & I Weg B AT Y Y T8 T TSR ferad o Sl 81 b I & U Urehd! 3R 3
gRidadmdisl & T B g dA W 3iieR 9d BT YIdH Hd 6|

4. I YA & oY A6 URgd fham ST & af ShIRiAT arel Wi & J1eOH F Had Y UTddd! & @rd #
A o ST b § afe “sdbrde Tl fora 81 ST URS® & Mol & SFaR WTd & Hed
T {30 S s 8 | Xifdhd A & ol H18 Tdhg Y Tgi ol ST g |

5. SI§ YITAFGd 3R YISl & T T &l 8§ | g1 al Y BT e siale exdidRul daed &
Y 3 a1 S uehdT §, Afe afe YiraHear SR YTl SerT-SeRT Sdbi & @ af YT &1 fuer
AT T8 & WA 3 fpar ST 81

6. 3MSIH T I THTH RIeH (HIETTH) YTl ddb JRAT & IR H TR HRA a1 § b gRT i 9 Bt
IS PR B A H FAG b =0 I Aeh B AW B b1 Ueb UiehdT 3 | T8 ik oAb el 1o ob ferg
SRS GRT IST TN HeA B |

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.

P DI AT

& IFId FRUT TATHR b BT YA B I SHR B Gl & | AT HRUN 61 39 YR ST S el
&

1. YRR vt Y - afe w1 & Sfae 37 3R I &1 YT $HRA & ol T Ay AR 81 8

2. WIAGR & TXATER AT gl B - Od WIATYRS & GEIER db & Rpls A Hivlg gxeR I Ad g
WA g |

3. Sfaad STaRIT - T TEH B ARSI AT / Tha hisc AT Wpd oI STt § 3R AH A Bl T
FRA & forg vt i R IJuers el gl B |

4. 9 W T8I e T - 59 I A A 39§ & AT fhdt o o B IR o STl § o W 9
HICT TR T |

5. AR Treqt 3R 3wl | Firey gl & - 519 9o WR foret Wiy <real $fR 3fopl & A gt B

6. UT¥ad-T 3ifirgpra A€ & - e AR \ ST AT 3NfE H bkl Bt 8|

7. IR AP AP - T A5 & A% WR € T ITRRA T Uga Y & forg v faran S g1

8. Tt AP - 9 I I T Bt IEdT Safe THIG g & SI1G U T ofTell 6 |

9. YIS GIRT YT AP &A1 ST - 57d fhft A H1 YT WIAURS gRI e fear Sar g1

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.

AP AT BT UHT:
1. el YA & 3 81 B
2. XS] B BFY TR AR SRR ST 2 |

3. YAl T3S AT Bt URT 138 & I8d YA &b RIATD BT HIATs BR Thdl ¢ | T8 SIoR
& RIQATE STURIAD GHeHT GRIR HR Ghdl § SR GIS U S TR SHETAd SI3R BT 2 A B hG BT ol &
a8 | I Ale BT HRUT "I YRIRI §IHT 18T

YR RoTd d (3RESE) 3 faxha GHEe= T o Sed-T &t g e 3520 ¢ # offes U J HSR
I SR e s gl & fore forwerah foxfia Samel oiR Jarsft d@ oM Ugd UG &1 5| 394 2006 H
o HRIIST AISA B YFSHTd DT $H B1d & dgd, o9 HREIScH (d1=H) BT dbi gRT AR J&f & Tole
F TU Y 3ifigpd forar orar § 3R ot Bt 3R sifeh T 3R faxfia Jard e @t ot 1 3o+ Yarsii & forg
g PREWTSTY B 37 Jb1 J B it forerar B 1 sraamg Gareerarstt @ eyl YT g 8 wife 3
TGRS & &1 T ofef Sob ! SufRUfa et &, T & 3nfifer = ¥ dfera el 3 fere mgeaguf sfb gfaems
¢ | oo HREIST Aisd aRda & T IeieR] Arsd g ford Udie UHieR &1 e ke Yiie gt g
ST GRT 31U UTgeh! 1 sifdhT HaTd War X & folt Ga1 Toie & FU H uadr Jdreararsti o1 g fear
ST € | ST, 3 fohatees Sfcbt iaemali & wenw 4 ol ol ugd Se H WeTud ¢ oel 9and 3R Iadre It
HId W IUAH ¢ | fHaRD 313l Sex-e-Uem ¢ SR gt Jarefl &1 ary IoM & o ve glauems
T &% 9 W BT B & [oraH gaH AN A & o1 A-fre @rar @ier, ufd i3 10,000 308 & 1faR A-eA
3R UM IATG! S 3 IATG & WY B T STHT A G| el AEh! HI ST TaTeardraf gri
Tarferd 31 foraiees & A1 § U JRIE 3R R Tad ST 3rqya ot TR &) oirelt §, 9t 39 gaT Toiel
& foe 3/ MicTeT & A a o $2 Brag Wi B

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.
SITART AT B AT

AT YTealdl U HHRH Hie8d & YR TR T Hd ¢ | I 3% gRI UM B T8 Jarsfl o Ugdh! &
fo W TN U@ AU W, ¢ SIATCRUN A A1 fadd U B0 & U d I wHiRe e 81 SiRatsms &
AT, d 30 o B Iferd HHRE ST 3R HHIMA B e JUT AET 6! THI-THG TR GHIET St S ava o |

Safes it B U a1 & T IEH! J BIS Yo o B T AATGY 6, 9 30 TEdh! o URERN i
3frd a1 Yoo TG & gHER & |

RAATS & AR, HHIRA TR 1 U o Bl 39 IRE  fSomg faran man  fob baa Trea! o wem &
3 a1 TG S AET ¥ HUIRE ol dodl 5| TRl Fid ok aRad-a url &1 fames, o ardl &
3{ATAl, $© Hdbd AT U AP F@Hid R MR Ham| Fa1 § &1 & A & gRad-1a TIRYHS &1 $3
T wiffra foran 51 wevar § a1 arow forn ST o |

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.

99| Page



T TSP DI BT BT

. 9% F U Guifad el &F UgaH HRPp, AU TaIealdl s & Iucsy I fadhen 3R 3= faxiig
JAIEI TR AEDHT & &1 SRl Uel B3 & Jed &

e T YA TEH B! TF B UeeH, B0 RTART & JTY-T1Y Al UTgh! bl SIS FHUT B RIBIRT B B oy
frférer 3R Tame 37 & forg FmeR B

o R0 S Bl & SR B W TRTId gl /AgeEd SudT Gqgl/hiee TUg/S B TaR, Ty 3R TR
W g

ITE Ud JaTd faafd ST

o AU HaTeard S & forg fafts st & RS TRl &I §@HgT d R JUEH & S
frefed o § foraw urufiie SHeRl/Sel & g 2nHd gidr gl

. 3 fftrs foita Sare & forw et &1 THied B & o Sarecs &1 39H AP W afgd faftm
TS IT WAl B & HIH HAT 3R S DI oA BT o MFa B

o 3T TES! & U I Wrd1 Wad THG, T FaAlGEdal GHd-TAg TR HgdYUl Tedh TSR Tha
B gl YRS SaRearst & 3R & U & Iyuf -3/ T1ee & S (barsdl) Ufshar &1 oft [T
AT

o TENAST BT A ISTHR THI-IHT W AR & IR A et o1 Wrd iR 3 Id1E Wa &1
Ufoh T &1 Uee SFauT Haraardrsi gRT e S g |

T U WEH! B! YATH 3 HEH Bt 3@fy & forg it @rar faaror sk s @rar Teeft SHaRY ueH
F & g sfipa g |

. THP ATEl, J TP B SRV IFrd MRAHRY gRT 3ifipd 13 37 Ja1 i JeH IR B
TR ver & Iare! wfd foraiees Sfd gfaersit & mream I Iare! &t off segrar 3 |1

Disbursing and Collection:

e 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.

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

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

e 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.
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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.

3.

What is the main purpose of the Business Correspondent Model?
a) To provide banking services only in urban areas

Try Exercise
b) To bring vital banking facilities to financially excluded areas EEE

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

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

transaction?

a) Rs. 5,000 b) Rs. 10,000 ¢) Rs. 20,000 d) Rs. 50,000

. 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

. 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

. 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

. How are commission payments structured for Business Correspondents?

a) Based solely on the number of transactions handled
b) Fixed remuneration with no variable part

¢) 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.

105|Page



