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o o T
r@ O'n,gbn o Bank and evolution of Ba,nkﬂna . India

and . tts hf-.sfo'ra ?

NN

Ans ¢ — _El."n'f:'roduc%ffon 0 —

i

The Ba.nkfng Sasfam s the back-bone of a
aou,nf’ra’s .ec.onoma : P'mvidfng evedit mobftfzfng
Sa.vﬁngs , and ﬁacitﬁfa,{fng tvade . The concept of
bcmkﬁng ts  anctent , but Its ‘l':e.Tmfnalagg and

I institutional develo pment evolved 37&&%@&5 .

Oxigin  of the word “ Bank” °—

u
o Some authovities believe that +the word * Bank”

has been devived From Greek word chq/ue. ", which

means o Bench”.
o These ave other, who belfeve +that the word * Bank’.
LS o'rfgﬁna.U.a devived FHrom German word ~ Bank’ meanﬁng

o * Joint Stock-fund .

Ofﬁaﬁn of the word " Bank”’ :—

| Some.  oauthoviti& believe thot the wovd ° Bank” has

been devived From Greek word \-jBa,niue. ”] which
means [a, Benc,th :

These — ave other , who belleve that the word

“Bank LS o'rfg fnaﬂa devived FHrom German word

-

“Back 2 me,a,nf.ng a rJ:oEviJ
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Ea;r(ﬂ HsﬁkaT& 019 Ba/wkﬁvxﬁ

Bomkfna ts an old as the

civilizotion ttselé. As em-La o8 @oo B_cj the .
Babuylonton Banku -l
‘ d "d

BabblLonfcms hod deve,LoPed a Sasfl’e.m ot Banks. P

Theld wseal the ":e.mPLe.S aeo'r Le,ndjwa o:l' hfahev

votes of Intevest a.gaﬁns’f: 3au and stlver. Levcling ot
l'u.aher rote
Avistotle consideved thot the C.ff\.a.rgﬁna ot of "“*Em*
Agqaunst
Eﬂ%@T&«S’E was U/ﬂﬂﬂn‘éu.ﬁ'a./{, ‘ I ' / Aj{f G[g L4 and
?qi Stlver |
With the arivol wevivel of -
= R e > - = - __1
oxly Banks tn Euwro
vilization. . n the middle of the 124 Sk i
1153 1157 1407
Ce,ml:mw"g the. f?f'rs{: ‘Bank’ was 'fgown.d ot t t t g
Ventce  Baxcelona  (Grenoa

1Vem,|,ca{ N [_I‘Sj |atex Bonks wexe est. ot L ..:
‘Bcwc.e,l,o I LN I.HS?_J and |ée,noa,| LN M

evolution 0‘@ ankbmg n Ewﬁ

Bam.k.ﬁna 'n EnaLa.nd. I
Retan of Ed. d 1 I
WO | |

Maw.ea c.ha.w.a ma 'ﬁ.mcimn

Uﬁ Iedwa;i TiL ‘, mone,a chom.afﬂa function of L. e tkﬂ_ﬂ 2 Y

Taken wp Ba Roaai,
chkexs wos {'a/kem LLP bg o Rogai e,xc,fwnge,r | e.xaha.wﬁf.r

!
go'r the be,nafgffs c:!'f2 the crown . Benefit of the _l

In 81«18 land o'.m*fna the weran

l Cxrown M

L — -




Evolution of Bam,kf,na in  India

The evolution con be undexrstood.

e three bwoad Pha..ses 5 —

@ Ancient and wmedieval period (Before 1gth cent)

-1

B &ﬂkt’ﬂ-& wWas Tfﬂ- E.?'CE.S":'E’.-TLCQ. r.-ﬂ.- _:ME&.. GI-LLT t‘l’\-a_

vedic +times (4wom 2000 BC +o 1400 B.C.)

Loan ond u,swra were well uwnderstood n

those cl.aAds : mmme,a Lemoulng oS maa:mled. as
on old oant. mme,a Lemd.ina in the sutra

Pe.'rf,c}ci (—ﬂ‘m‘wx ?HL to lnd' Cﬂnw’:wra B.C-) ove.
ovoilable From the buddhist w'rf,%fmg called

the Jataka . The JFatoke c.Le,a,rLa est. the

existence of mmea( lenders colled = Seths”

who Pe:r'ﬁo'rme,ci the #unction of a bankers.
End.tgemcm.s .533. Like Hundi (BOE) and. Lendfng

o imterest were common.

T 1 r " r = r = = u -
Vedic [\ | Subva 5| qutaka |—>| Seths |—»| Hundi
Times Pextod (BOE) |

{ o) L= J L ) — . -

Clooo BC—-1400 BC) (?tk—i’.ﬂd (Bw:ld.hisf (Mm\.ea (Le,muhg

C&YL{'LLTH B.C -) LT H:Ena ) lﬁY\AﬂTS) on 1?1"5&-1"&5‘{: )




2. Colontal Peﬁrfod (I‘BSC-I%QS)

when the british came 4o ndia

0 t
17 h CQY\'ELLO»TEJ . _ﬂae.a {—ound. o “fﬁwsonmbl well

esjc. fndﬁaenoufs bankina Sas. "The EIC cCcame

to India o8 troders ond est. Ste ﬂrae,nc,a T IS BMH“@

in Colontal Pertod |

houses ot — Mumbar , colcutta and madvas

o o | rrival British
The modern bcmkma started with the est. i i

m India
0’12 the [chk ot Hinduston| in 1770 , a meve | v l
| Establishment of | |
aPPﬁﬂd&ae @-12 Alexanders & Ccmpana , WO the 1 Agﬂﬁﬂﬁ Houses :
1
|
eorliest bank set u,]:) undey ewmf)ecm [ v :
Early Bank |
i |
trection i indta  the 3&0.75 173 ot colecutta Establishment E
e o © J’
it could not survive due to fallure of its TR
Banks (e-g. 1832)

Pa;renjc gﬁrm ond  woas uUcfmai@La codaf::.sed l )

—--—u..—n-—————-—-i—'__‘-"-

w1832 1832 .

The E'resfdenca Bonks weve Set up —

— e — —

e BOB (1806)

0 BOBombaa (1340)

e BROM (l‘343> ,

L —




— - — —

|

In 192])  These three bank 'me.,vae.d, to fovm
the. ,EmPeTEaL Bank of India , later mational -

tzed as SBI In 1955 .

S OS‘L‘ = Eﬂde e,ﬂdemce, eTEOCL > 1947 — P'rese;ni-

Bamk?ma . india expevience

seveve Set - back dwrfna the Pe*rfod. LI"IIS—-I?J

oS I-IOE bank -ﬁail,ed] ond anothex 313 bom,K]

foiled on [ 1996 — ]c:,g;z_gg[m wo.s a.aain
followed. the Foilurve of [ 620 “W\-O'B’E.J bonk g
n [ 1937 - 48 } The est. of RBL Nn the gear [MBSI

morked the beaﬁnnfna Aot eva tn the

hisfova of- tndian bamk,ﬁna o e Bomkﬂna

Re,awe,affan Act n [1‘5]4‘5!_[ 8@\/& wide. powey S

to the RBI +to Wﬁguta%e, :
Notionalizatton  of Banks —s n L‘IQG‘? jCMf
ma,jo'a" banks) ond ’ MSOI (6 'mm) to ensure

f e i — = — - —-.‘

Pre - Endepende.nc.e.1 | Post - Endepe.nde.nc.e.
PE.TEGCL = P&TEOCL
(1913 - 1947) | (1947 - Present) |

| e RBI establiched (1935)

e Banking Regulation Act (1949)

e Nationalization : 1969 (14)
ond 1980 CG mm)

S — —= —

e 108 banks failed (1913-17)
o 373 banks failed (1926-36)
e 620 move banks failed (1937-48)

h‘—-—'-—_—__‘______HJ
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| rurod credit ex Fwns'f,on.

IW%TOGLLLC»HGYL 0‘-? RRR 1975 +o Sewrve ruwraol

| ond. a%'rfc,ub%uvai sectors.

ecomomeuLes fjbemaifza.fl-fon . 1990 led +to

the E‘-'W%'H‘a» 0"{2 Pv% ond. #orei%’n bam,ks :

r ' r T

/
tattal bonks: b
| Rt nks tat
__..8 ﬂ'g—a- | Traditional oy Cove BRa kna 5 :Dl,a tal
|
l
|

chktua Solutions Bon ktma

| L= v

L

( Evolution of Bumkfma )

[ 4]
C,owchus LOYL g ==

The Indtan bamkfma Sdsf{e:m,
has evolved from indormol mo'ne,a ﬁeﬂdfma

. anctent times 1o o modewn . 'l:e.c,hnof.oﬁqal

driven.  Linonciol netwowrk . Frowm tﬂdiae,mus
Bankexrs to Eai%ai le%ﬁavms , vt welleects
the Soclo - ecomomics twons Lormotton ot

the coumﬂcrté , A Sound oand {Tamspame,w%

bom,kfma Sas. Femoins vitol for ecomomic.

%Tow'kh :
I [ [ . [ o —] r_ i = ]
Informal Iﬂd'ﬁaeﬁnus Bam.k.ma D ‘9 ttal
Mﬂﬂﬂ.\d Le.ﬁdf.na — Bon kiﬂa = De.veinpmemjc —> Bon ktﬂa
| (Ancient Times ) (Jotaka Pexiod) (Modexn Pexiod) L(Con{empafafal)
| 4 . 4| .
| l ¢ l g
Mnne,a ﬂemcltna Sﬁs{em ot Pvt. & Fnretﬂn Te.c.hnnluaa driven
n onctent Jotaka, Seths, Banks em,’crnal Linancial
| times Hundl etc. (19490) elutevk

— S -— —




@ P‘M +HP€«S 64 Baﬂk'{na and. 1ts M—

Intvoduction °—

chkfna 1s the backbone @'B om'a

ec.mwwvé s 1t wmobilizes .Scw:nas : P'mv{de, cvedit,

ond {Locilitotes +rode ond commerce . Boanks oare
Lnonciol institulion +hat a.ccaPJc cl,e,Po.sH-s Lrom
the Pu,lol,ic. ond. Pfovff de lvom %o c{evﬁLoPmech

over times , Vorious chPe’S ot baﬂk:ng .s'ds{-e,m

hove ovolwed 2o wmeedt e meeils UM .sgt:,e:l:g

ond business .

Main ?Hgsl_mﬁ Bonk |
I o i |

(1) Central Bank (2) Commercial Bank (3 Co.B (&) RRB
[Se_a from the unit’s move Pvecfseta__l

@ Centvol Bonk(RBI) 2—
The Resevve Bank of India

was est. om | 15t APTU._, lCl35| under Reserve Bank
o£ ndia Am‘: 1934 . it was .S'{:wéecl oriainoﬂa asS o
Shoreholders bank ond its Paicl - up c.o.PH-oi Was




l(BS 5 CTC“E‘E]- After Endapaﬂd&ﬂce , The Govesnm-—

]e'\m{- m@ deia ; The wesexve bank CTT*&MS%QN’

to  publc ownership ) act 1948 woas possed and
the 80\/&%?‘«*\’»@/@ took ovew +he RBI  fvom P’v{'

Lhowe — holde bxay Pc;udfna a,ale,q/u.w’ce. c@mpem,saiﬁm
o theno.

Functiom a—‘g Resevve Bank $—

(D Note Ussue 53—
PIC.C.OTd/Eﬁa to Sectiom 22 c"ﬁ RBI &Lﬂ!:_,

1934 , RBT Shall have +he sole Tial'ub 4o Ussue bank

Mnotes ym India . ac.ccwdfna to Sectionn 38 o+ +he RBI
oct , 1934, The centwal 8wevwmenw+ Shaoll pu;l-

into clrveculatlon wupees, colns  amnd &Y\E. Tffaﬁ"l
c,wr-remud notes -l:h-rou.ah Reservve Bank o*nba( :
E*ne. 'H"U...P&.Ej.] notes beoar +the I.Sﬁana.%um} ot the

Eunanc& Sec,chwr*a Bank motes owe tssued

unde -Hme. .Staﬂa,{uve. cr‘g the Giovesxnors mﬁ
RBRT .,

Note TIssue Pwocess Ea RBI

Fre—— =
N i g G
_9 overmnmen l -{;h k %
{ssues Tﬂuﬁ SLﬂT‘LOJ!:UJ'I"E.
C_u.:r're_ﬂ RBI ot Finance.
. _ Secret oy

|9|(' Bank motes oawe issued wundex the .St.a-nw(:uv&.
|
o-@ the Giovesmoers ot RBI.




8
@ _BJ@ﬂK}TS if}. 'l‘hg_ Government 32— The RBI s +he

e - -

Bamkenr -l-r::' +he C.e,n-[-'ral 8ovexﬂme,n-l- S-[-a;kw{'crrtbd
:'.m\d to +the .S-l-al-e. 80varﬂme,ﬂ}.

@ Bankers Bonk oand lenders of laslt ~wesowvt o—

The RBI Sewrves as o Bankexr 4o the [Scheduf.ﬁd]

[Comme:rc,f.ai Baﬂksl tin India. AU +he S.c. BankKs

Ke,e,p thety account with RBI  Lov +he pUTpose

ch CRR. .
Functions cﬂg RBIL
@ C—G“'l'Tﬂ[— 0£ Banks Control of Contvolfol Custodion of
Y 4 Exchan
@ control c-£ credit Credit *—*B ]\Es ; Re:-.:TE:
@ custodion of excho.nae. Reserve > RBT <
) o o = | 1
@ C.ﬂu'E.C.‘,:LOﬂ ﬂg‘ d&l‘& Q-‘f‘lC[ Pub[u.cafmn Colleckon 0‘£ Promottonal g
@ onmo{tnﬂai and devﬂlnpmeni Function Py & Aeectgmans
Publication |  Function

k'_-.

@ Re.gtonal +]“'{'_’°*L Bank oY The Govt. o{ India a.PPo?,mte.d

tm 1975 ¥ hmovkra a'rou,p] +o eXOMLYLE. - d.e,P-Fh. +he

Sﬂufﬂawup new wuval banks 4o coter 4o +the
cvedit meeds of +the wuvol Pe..op(,e, . As «a

Sequence 4o the wecommendotion of +his group

bOnTktna G'rnu.P Examine de.PJr_h To cotexr the
constituted in |—>| +he seJuEEna—u,P |—>| cvedit meeds of [—>
1975 new vurol banks the vurval ]::e.eple

\

of this group

Recommendation

—




The RRRB wewre es+t. mw\Q'ncl oct I"-:I‘-!S_} T the

lost q{ua:r{-e;r ot 1975, Six RRB wexre Spmswed_

ba PLLBL?C_ Sectors Boamks. The GOTI enacted
the RRB oect 1976.

[n}imm ) The  oautherised capital and
Ca.PHEl ¥ f.s.swe Ca,pH:wL mj? eoch RRR have beem ‘gfxecl

ot Rs 5 Cwvove omd ot Rs. 1 Res pec:’:?.wzla ,
—> 50% Subscwibed "’EJ central Govt o
—> 15% concewmned State Govt [
> 35% Sponsor Bank W

Fwnc:l—im s —

@ mobfz(.fzod:tan G‘f? ’?ru,‘a"al Sa.vf"ng.s °o— RRR a_c.ce,,::r(:s

depostts Lo  vuvol hatvgaleolds.
2) pvov'fd.fua- c:z;e_d.f-l: +o a.a*a*?c:u,u-mve:— Tlme,a 8‘5\/&
Short & medium - term Loons 4o 1£a:rme.'r.s.
® Developmemt of . wuwol ecwcmua
(%) EmPLo-wdmemJ: 8&%&7&)&&% o
® pricvity secter lemding :- 5% Loam for ags.
©) Finamcial' Inclusion :- They  provide  Low-

cost ba_nkfna Fctltlles 2 Futol owen.

Functions crf-? RRRB
~ N

= B

( i ~ — = s —
Mobilize Provide Develo P Priovit Promote.
Gienevate d
Tu:ra.zf. — C.TECI.H 'i'n > TLLTaJ. ==y Lo Jc = Sec{ﬂ'r — 'g{ﬂomcfai
emploumen
scwf.na.s Ln.a-r?cuﬂ:we. eco-n.o"ma P4 Lemcliﬁa inclustion
\ ) R 5 3 - J - J \ _ 2,




@ Coopewative Boanks :—

o

The t’_oope.'ra:l-fve. movement in

Tndia Stoarted with +the encctwment of +he

TIndion C,ooPe.To.:Hve Socfe-@a Act 1904 , CooPeva_:l-fve.

e

Bonks Storvted *f?uﬂc-[-f.anf.na i India undew

'Hf\e. PTC}VtSTOV\, G‘fe Coo PG.TCL:‘.‘?V'& SGCE&'{'EES

Cl-a(‘_.'l‘ O‘£ two S'l‘OJ':e.S . These COO PQ,T&;{'fV& c‘_'re.d.f-l-

SOLE&'[‘?E_S ond bonks PTOV:GL‘E. Eko{*-{- - -[-Q.Tﬂ

ond wmediuwm [-Pe:r'm c're.d.zﬂ +o +he aaTECUi—

tuse omd l:vula_ﬂe industries ‘I.

C_oope,-ral—f.ve Bmwk.ina Sas. i India hos +the

.Ska..Pe G’-@ PHT&ME&S, te. o three 'H.e:l: .S'L*ruc-l-wre

> PTfmcm‘a C.Te,d.f.-l*
Smde:l—a

> Centwol C.oc:PeTmHve.
Societies

- Stote c.oape.rwl-fve.
Banks.

@_E'r'?'mmra c-re._cl.f.-l- Secteties (Lc;co.i ﬂevel,)

—> P'rc:vf.cl.e. ShaT'l- - -l-ﬁ:rm oand mediu.m -'-e.'rm
C.Te,d.i-l- 'l'c:r '-gcurme.*r.s ond TLLTCJ_ PE.ﬂPLE..

—> collect Sﬂ.\’tﬂg -|-|n.1-au3|a deposi-l-.s £rom wembers.




Three Tier Structure

(3) Central Cosperative Banks (Dist Level) i

—> a.c.'l' as -ﬁe.dem:l':on o-f: pﬁma:rd credit

Pﬁma.rﬂ Credit

Socteties

(Local level)

socteties within o district.

Ce.n{'ro.i Cncrpe'm.'l‘:ve.
Banks
(District level)

\ = prwtde loan +o Primcwa cnnpe:m:l'fve.

Socleties.

> State Cooperative
Banks
(Apex Le.vel)

= I.mpleme.n{' state & centval yural

,1

1 Pr:ma:rﬂ Credit Societies (Local level)
2. Central Cooperative Banks (Dist level )

3. State Cooperative Banks (Apex level )

- = J

CJ.@V&LOPME.H{' SC"LGME‘S .

@ State Coopexa:“ve Banks (Ape,x levei) -— [RBI / NABARDJ
> channelize credit from RBI and NABARD | KetNCooperative Banks
fo cubeal | cHoperotide. Bogks o (Apex level)
—> SLLPPGT".‘ rural credit, o.ﬂrfcul{we. ond ¢ . i 0 “1’ .
' ' Centval SR W Rural Credit
allied activities ot a La.fae,f scale. Cmpgm{.;v& H . : & De.veiopmenf
Bﬂ-ﬂkS SDCLE+L35 L SCMMGS
@ Commercial Boanks :— Main Activities of Commercial Banks :—
i L B = + ) m .C.
Commercial Bank is a e e ke e

— Prnvf.de loans for consump{'fan, 'E‘ra.cle.,

commerce & Endus{'ra .

financial institution +that

wovrks on a P-rnﬁH: motive.

i

#MLLE"'&"‘E Paﬁme.n'l‘s a.nd. Te.m;.{‘{‘a.nces -
Tts main a.c.ﬁvf'l'a s +o mep'i'

b

LSsue drn.ﬁ's y Patf ovders oand other
depas:'l:s from the Pubf.;r:. and. bank:nﬂ instruments.

provide loans for consumption, provide safe cusﬁcla of valuables.

'{:Tﬂ_de,, COMMNEYCE. & :nd‘us{-r’j M‘[’ QS Oﬂﬂﬂ{'S ‘ﬁﬂT CBLLEC'{':GH O'F C.l"l.ef.lu.e-s
| and bills.

L

J,

o i _ - ]




"These < Banks awe 8.GVﬂTﬂ6d ond. Teaul.a:f:e,d
btat the RBI undex +he BRA 1949. '—I'he,al form

the i_a:rae.s% .Sei.amem:l: ot tHhe Bamktﬂa Sectoy

(] ©
tm - Indioe and oave essentiol fox economic 8Tom+|n

ba mobt szﬁna Scwtna_.s_ ond c.hamﬂe_i.ttha Hrem
into Pwdm::':fve, mvestment .

Commerciol banks axe c,La.ssf,-Ffe,cl ° —

Public Sector Banks - eg- PNB, SBI

Private Sector Banks .=~ eg- HDFC, ICICI

FOTe.T.an RBanks . 6.8- HSBC, Citibank

RRB (Reatnnal Ruval Bn.nks)

Functions ¢—

o..c,c_e.F’I:fna cl.e,Pc:sHs
P-mv?..d.f.ﬂa loan & oadvance

cvedit creation
foct LH:aJ:Ena Pa.ame.mlz 3 — -I'h-rnualn cheques, UPI

'Fm'&t 8?’1 &xc,ka..nae. .Sexvfce,s

ORORCIOXORS

aaemc,a function .

Functions of Commerciol Banks

| Accepting 1
Provi d.tna DE.PGSH:S Factlitatin 3
I aawn 2 ; T Pa.a ment
P (g chegs
| Commenrcial : Hes)

Banks

Cvedit Foveign
Creation Exc.lnanae.
iy, ot Sevvices

Function
L J




o
Cconecluston ©—

S A G | |
Diffevent +H pes of Bankf'na catexr 4o the

divevse meeds of individuals, businesses , and

He mation. While commerxvecial and wvedtall banks

wreet d.wd to chud vequivements , development

aond centyal banks ensure economtic afomﬂm

am,cl S+abt LE":H .

s D £ ™ [ =
Centval Banks Commevelal Banks Cm-—ope:mﬂve_ Banks
(RBI) Accept deposits, Pvomote smri'.nas

Contvols cvedit, provide loans, R W e
m”“e-‘l’“""d P"L“‘H: and offer sevvices. members , e.sPe.c.IalLa
nd ensures 4
= d in vuval arveas.
5%@:LL+&. K o 3
I 4 Y
Retail Banks Re.ainnai Rural Banks
P~xovide bamkfﬂg & —_—3| Focus on wuval
sevvices +to cvedit and
individual d.eve.bopme.n{- :
customers.
i . . J
(Deieloomert ibogks ' i 3
CV& ane.ﬂ OBNS e FGTEE n Banks ) P-riva..{-e. Se-.c.Jcor ch.ks
{ tewlt
S.HPPQT v o Offex intevnational OPE-TH-{‘E- Fof PTG'FH
m.clu..s{'fa and ) ;
. banking and with medern
infrastructure | 2 . 3
SPe.c.LaiLied. Services. ba.nkt. Servvices.
deve_LoPme.wl:. | ] i 8 "3 P

i A

Thus , 4hese banks form +he backbone of +he
Indion bankfﬂa sas-l-e,m ; mafkﬁﬂa -!-oaewl—hef to
fulfil diffevent meeds and contribute towards

Hhe ovevall economic a-mem and progvess
t‘f}‘€ +he. CO un{-'rg -
N, /

O Or— O




N 3. Elabovate note on sFecEaiize.d Bank (n India

Intvoduction °—

In addition to commewciol banks cextain ﬁim:mc.ial

institutions ave cxyeated to coater 4o the SFex;Eaf needs

of .SFe,c.EacEc‘. sectors such g..a'riculfwre. , inciusirg ) -)Cwe.ian

tyade

and smoll —scale businesses.

These

institutions

ave colled r._SpecEaiize,d banks. Thelr F'rimafr‘j orm LS

to PTovEde. 'fa:rae.%&d Financial assistance ; meofe

economic develo Fmem{:

O-F 'I:he. e.conomd.
SEeciaiEzed Banks in India

SPecEalEze.d Banks

7

ﬂ-ﬂd -SLLF)OOT'k ’H‘Lﬁ ove:m,& 3’!“ DW‘H’L

!

3 4 B & 4 ey r =" - A 4 ~
[1. Aj‘rﬁcui{urai 2. Industyial 3, Exfm-rf— 4, Smoll Scole 5. Fa're.ijn
Banks De.vdofame,n{: Iumrt I-n.du.sf-ry Excha.nje.
Banks Banks Banks Banks

P:j;'dih:d& PWVME" f.onﬂ - Pvomote and Provide credit Deal in -Fnre.ijn
;'m ﬂ_ d‘r ;e:rm fj’m:cit Finance e.xFu‘rf- and other e.xc.ha.ﬂjﬁ-;

L V‘:‘-‘C- .En ﬂT- L{ WSTTL EmPnT £ ‘ET O.AE. S E-TVI: ces 'Eﬂ ‘FI:MMI':ﬂj
sexvices projects and e LR iatl S8 ke ond other
foxmers oand omote PP° ‘nt tional

1 : . foreign and cottage AVLCTIVAL OO
a.g-nc.ui'l:wre. industryiol J : : J bankin

sector. develo Fme.n{: : COMMETEE S pulttes se:wiceg
e.9., NABARD, e.q., IDBI, e.q., EXIM €.9., SIDBI,

RBI (A viculture J J _ J _ ) €.9- HSBC,
J SIDBI Bank of India State Financiol g
punc.ﬁm) Civ pov Sy Citibank
\. - P b 3 e J \_ J 5 J

l

4

e.c,ommic. FTﬂjTE.S-S O‘Jc fhe. CGILTL'&T(? .

X Thus, sFe.c.Ea.lEzad banks Fla.j a vitel wole in Sf're.njfhenina

SPeCEFEc. sectors of the ec.ommj bj P*rovialinj focused Financial
SuFFo'rf X P-mmo%f.nj de.veloFmemf and conéribu.ﬁnj to the ovevall




¢ The Spec.fai Ranks oxye —

L) NABARD
) EXIM

(3 SIDRI

@ Notional Bank 185 Aaﬂrfcuﬂ-bwe ond Ruxal De.velopme.wl'
( NARARD) s—

one of the wost important specialized banks in India.

Estoblished \

A pex mstitubion for

:

\ iy > a.a'rfc‘_ul'lural fimance and
L A | \ yurol cieve.Lonneni- |
Funchons |
S S\ —
Refinance Financing Supporting Promoting | | Uplifting
to caoPeToJ'l've yural Qo lf - lae[F mrc_‘rﬂ‘ﬁl;nanc& yural
banks and | | infrastruchire || groups and o econorny and
're.afma.i [Tke E'rrfaa:l-fcw, PTGmo+:ﬂ3 vf“o.ae_s ac.lue.vma
yurval banks waxehouses microtinance Financial
melusion
— = B — -

NHBF}RD PO-aS a C.TLALC.IOJ. TC}LE_ m LLP[ 'p‘l"ma ‘H’LE’. TLLTO..’.

e.ccmoma ond a.clue.vma LBt el iy v:“aﬁes




—:_ﬁ_.— Y 0 R S LA .
fuﬂc:l-tons mg NABARD

@ pvov‘icie,s 'Te.gtﬁa.ﬂc.e_ +o  coo pe.-m-:l-tve_ bonks and
're.atoﬂol vurval banks ﬁo-r cn.a"rt culturol ie_ﬁdiﬂa .
© " Finonce ~wuwol tﬂgvashuc.-l-uve. p*m(j ects ( voods,

o [ o
LTTtaﬂ-{'Lc}ﬁ , warehouses).

|@ PTomc:'l'e. ,Seig o= ‘nelp avmups CSHG) ond. mtc:roﬁiﬁa.nc.e,.
D P*rovﬁcl.es "l"'rﬂ;.ﬁtﬂa and.  consultanc Sewvices
R | development .

©® itmplement schewmes L firorncdal bnelusten

o
W vuvol oveas.

@ Expovt- tmport Bonk of India (ExIm) -

Exiva boank whicdh wos set wp w ‘l‘;ﬁil +o p'rc:mcrl'e.

| ond. -e:.naﬂc.e. Tndia's EOTE..:aﬂ tvode . It PTnv'{cLe.s
| various fovrms of cvedit o exporters ond Importers,

such os export cwedit, bu.ae:rs cvedit ond suppliers

cvedit. It olse assist TIndion c.campa.na w

[ft.x.ﬂc;l':c:ﬂs c:g EXIM Emmk]

TN ] ]

Expa-r'lf IMPﬂT‘l’ f’ Eamol&-rs Supplie:rs "' Assist Indion
Credit Credit Credit Credit C.ompmn:.e_s
Pyevides crvedit Pyovides cwvedit nge"rs. crvedit Finances S.uPFgT{-g Tndian
to expovters 1| te tmpovters to ovewseas suppliers of compontes in
be.@o-re.f oftex fov T.an-rH-na bu-ae-‘r& to aancls ond. £o're.7.3n morvkets
Ehipman{'. aaad.s. bu-a Indian sewvices . ond. PTn’jE.L'l'S.

aand.s :
\ S J > o e /

\

¥ EXIM bonk P.loﬂs o ke.a wole n P*rt:-mu'l{na ond. Einn.nd.na
India’s Eo*re.taﬂ tvade and suPPuTHﬂa Indian cmmpa.n{e.s

| w 810[:.&1_ business .

o

—



~ 1  f aar T
Se_-l:-f:ina wp jo{n-l- ventures obyoad and aive.s

L{-'ﬂ.E.S CJ'F C.“!‘*E."..CLE":' %0 'pﬂ‘fﬁ-iaﬂ SGVE.'U'?'LME.YL‘!'.‘S o BU

ﬁeLPi’,na Indian businesses

c.ompe.{-e. ﬁlobaut} ]

! EXIM bank PLG"US a ke.U vole in boas{-{.na
India’s intexnoationol trade.
Functions O‘f: EXIM Bank
@ P-rov{.d.e.s Linoanciol assistonce 4o exPoT{-exs

ond. tm Pe'r":e'rs :

of cvedit

A |
O-‘Y‘LCL c.ompa.n LS :
I

extends |lines

‘ ®

lo fove ;‘3 n 3 overnment

@ focilitates jc}iﬂ{- ventures abyoad EU Indian

compon Les .

@ offexs e.xpcnr{- cyedit, buye:rs cvedit and

Sbuppue:rs cxedit.

@ vomotes internotional competitiveness of
p P
Indian industries.

[Func.%ions of EXIM Baka

T o1 T 1

-

X Thus, EXIM Bank Pf.a.t}s o ke_:j vole in Promoﬂna ond.

-ﬁinamc.inj India'’s -f:ofe.iﬁn tvade and Suppafﬂna Indtan

Companf.e.s tn 31.05:11, businﬁss.

% N\ <\ ¢ N 72 N
Financtal Lines of Credit Joint Ventures Expm'{ Credit International
Assistonce Compet (tiveness

Extends lines Foacilitates Offexs expnf{:
.Fp‘fn“d:i of ecvedit to joint ventures cvedit, buUe.rs Promotes
i foveign abvoad by cvedit and international
assistance to ) , cnmpeﬁ{:ive.ne.ss
3we:rnma.n{:s Indian Su.PPLLe:rs
exPn-che.rs and. ] . Y of Indian
: and. companies. compandies . cvedit.
men'r%e:rs * industries.
\ 7o )\ 7\ Y \& |




@ Swmall Industries DevaLoPmen{: Bank of India

SIDBI - established in [1990.]
1S onother sPe.cjalfz_ed bank that caters to the

needs

of wicro :

.Sma..u ond. me.dfum e_n'&e.rl:)rfse.s

(MSME). TIts function include Prov[dfna divect

-f:fna.nc.e. to e,n'l:re.PTe_ne,mT‘s p Te.-ﬁfna.nc.fna loans afve,n

]DU commercial banks 1601" MSME oand P'romo{:fna

e.n{re.P-re.neurs MP ond skill de_velopme.n{'. ST

IDBRI also

S LA..F.’ P OT{ YYLO d.e.r 'ﬂ.I Z.t'_'l..'l: EOY\. 'EQ.C.-I’\,YLO'LOS U L.LPS Ta.cia,{: EOYL

&Y\.d LY\.H.OV&JZ LOYL l'ﬂ. .Smc:JJ. lYLd.M-S'ETIE...S E’U PTGV LC‘.lﬂa

Finonciol ossistonce ond 8dea.nc,e. Tt keips N

8 e..ne.ra:l:t n.a e..mP Lo U me.n'l: Gt..nci S'Ere.na'&ke,nt 'n.a ’Hﬂ.e.-

symall

busfne.ss

2
Provide

.

divect

finance *o

E.n‘{:TE.PTE.ﬂE.U.TS .

_\

.Se_c:l:ors .

J

L.

Promote
ent repreneurs i P

and. S k;. Ll
develo F'm.e.n": .

_‘1

o

Function

O SuPPor'l: 'Eackwlcatj LLchro.dm':[ch modernization.

Functions of SIDBI

Provide

assistonce and

Su{danc,e, .

'tha.nc[n.[

~

~

e

-

RE.'FI ﬁﬂLﬁC.l 1'1.3 Lﬂ ans

9 iven bU commercial

banks for MSME.

o

\,

Support moderization,
":ec.hm{o::jj turadmﬁan

ond. Innovation n

small ?nclu.sfr:e.s &

(2) Provides venture capital support oand eq u&a

assistoance..



H  Soalient features of BRA 1949 |U“H'I |

@ PTD‘ﬁxibthmﬂ NOM - bahkina componties from a.f:.c:.E.PH"na

dapmsi-ﬁs Tapmam,bte. onn demand. .

@ PT&'E'\.EBE'&EGH ﬂmﬂ—bmnkina compantes {‘Tcu:if.ﬂa with
o Vview to E.L'i.m‘inu.ﬂna Nnon - b{:mk'{.ng risks .

(® prescription of minimum capital standards.
@ Ltmi-f:tna the Pa.amen% of dividends .

@ int. of « cmmpve,ke.nsive S‘Ljs, of L'i::,e.ns?.na

of banks and their branches.

PTE.SC,TEPHmﬂ of Spe.r:.Eai foxm of < bolonce
sheet on the RBI 4o coll Ffor Pe:rimalicoi return .

Eﬂspe.aﬂmﬂ of books oand account of bank

ba RBI.

® Q@ ©

Pvaf.sfaﬂ of an e.'xpe.di-l:fnus PTC:C.ELG{MTEL for
LECLLLI dation .

midem?.na the powers of RBI.

® @

Pﬂwiszmﬂ for extension of the Act whole India..

BRA 1949 - Ovexoll ijaaﬂve ]

TEEX SR N R T

Promote Protect the Ensure proper | Maintain } Contxibute to
sate and. intevests of Tagulaﬂcm and | | public economic
sound ba.nkina. depositors . | supervision confidence in| | grnm{h and.

of banks. the bcmkina stability.
Lol ] | sgstam.




Sgrsjre.m O;F Bomk?ng

+ B'chll& Speak'i'"rﬂ # :Ct::u‘r -halpes‘ —

> Unit Bﬂ.ﬁkﬁlﬁﬂ. ¥ Unit %aﬂkﬁma.
¥ Byonch Bnﬂki'ﬂf] : ¥ Byonch Bnﬂk'{ﬂj .
> CnTnup Bn.nkiﬁﬂ . > Gt*mup Bahkﬁﬁﬂ :
% Chain %t:mkfﬁg ] + Chaoin Bon Hﬁa .
t
o ° UNIT
Unit Bmkag BANK
o o Sﬁl"l"'i- l.'E. ﬂﬁ-’fﬂa i
> 4 |
Smt\:}l& office nﬂntj. 3&?11:, | Indefv&ﬂdﬂ.ﬁ{'
* Rcc. to Shapivo, Solomon and Whitt = om independent umit | [T 7| Unit Bank
n .' | (Ovne Office)
bank s a t:n'rPnTn.Hmﬁ thot upevn&as one office omd thot | of | J
1s not wveloted 1o othevs bownks either umﬂaﬁmp ov contvol. * b
-» E‘:m.mpla -.:--g unit bﬂm'ﬂnﬂ m USA
% USA | bivth ol uR '
's o bivth place of Ligies) bonds
_ L% utilisodion for
P‘ d N ﬂﬂ'l' o 3. es ._anl dﬁuﬂlqutan{‘J

(D) The funds lnmlﬂtl uhilised for the local development.

Hdvﬂﬁjtﬂ.%ﬂﬂ
of Unit
Bc-.ﬁk'i'ﬂa

ond not tronsfer to othex oxeos.

@ uR maﬂaﬂame,ﬂjc 1s much easier.

® Theve oaxe !.E'.ES 't"."t"d.".'l-.‘l"‘n.E.E.E ﬂ‘g 'ﬁfﬂ..LLdE ﬂﬂ-.‘:!

< = g ) ( |
Tﬂ&ﬂuln:nhes tn the financiol mnﬂaaeme,ﬂJc. UR mﬁmﬁgmeﬂlf Less chonces of

'ﬂl’ﬂuﬂlﬁ & tTTEﬁuIﬂ.ﬂHE.E

L =] {1
IS much eoasiey

U - .

'H"l"!.&'l"'hﬂ.%i‘.ﬁ&ﬂ"f




@ UB avxe Emp. in  local prnblems.

(B) There is "no Pn55£biti{8 of ﬂane*mi:ina mnnnpnusﬂ:ic tendencies .
@ U./UB SYs. There will be no inefficient banks.

@ UB is {ree from the diseconomies.

D Esa.dvn.nfaﬂe.ﬁ ]

@ There will be cut throat competition.

@ UB lack of benefits of Sf)e_fia.[iaa.ﬂnn and.
division of labour.

® There will be no banking development in back-

ward arveas, becouse UB is uneconomical.

Limited vesources of +he UB.

Transfer of funds is very s expensive in UB.

There mc:.,d Hﬂklﬁ local pressure .

ONMORONG,

Interest vates tends +o vary at diff Pta.::e..

Local Pressure

Political | r Social

PTE.SE- wure P TESSWUTE

-

Local

PTEEELLT'E.

o

Business Personal

PTE-SE-U.TF_ P‘I'EES ure

ﬂdv&n{aﬁes of UB

Disaclvnn{aﬂe.ﬁ of UB

¢ The funds ana.l.ii:ﬂ utilised for the local ¢ Cut throat ﬂﬂmp&:ﬂﬂnn.

C[E.VE.I.UPME.H'II and not %rams-FE.r to other areas. * |ack G-F

benefits of SFﬂciaLEE-ﬂ:tﬂn and

* U.E: ma,ﬂa.ae.me.n{' LS mu.-::|-1 easter. dtﬁﬁ:ﬂ“ ﬂ‘F !ﬂi?ﬂlﬂ-”ﬂ

¢ Less chances of {rauds and Err&au{a.riﬂes * No ba.nk'ing t:[e.vaf.nPMﬂn{' in backward areas,

in the financial mﬂ.nﬂﬂﬁmﬂnjc* because UB is uneconomical.

* UB are imp. in local problems. * | imited rvesources of the UB.

e No Passil::-ii.&(rj of ﬂe.nﬂm.ﬂna manapf::lisﬂc e Tronsfer of funds is expensive in UB.
tendencies. @ Hiah local pressuve.

e UB is free from +the diseconomies. * Thnterest rates tends +to an-d ot diff Flm:a.

Conclusion :- Thus, Unit Ba.nkinﬂ SUS'I:E.I"H s most suitable for local

needs and anb[e.m5 but has some Llimitations.




"B'u'anc,h 'B_c:.nk?.ﬂa

W/BB, a Bank. opevaotes os a Einglﬂ nstitution.

W/ Single' ownership with branches spread

all ovex +the C’E""'“'I:TU .

BTn.w:.I'\ bﬂ.,nk:ﬁa cj.eue.f.npeci [ﬂTEﬂ-{i bT:Hﬂ-ﬁ}

Sp'reo.d. othey countyies — Canada, Australia, India

la Fve bonks tn Ewalomd —
J J

Lotys | Ec::rc;[-:xjs,

In India — SBI

| Advantages |

@ BB enjoys the adv. and economies -Fnd[ﬂ:g.

@
®

| @@ @

E:B TE.E-I..LH:S E'n the -:n::l..l.n'I:'rtj E.c.r::mm:j -‘:u*F l’.".CLE-i"l

REEE.TUEE.
Since Bank branches ave spread over the

whole mun{-rj, it (s easiex and cheaper

to tvansfer of funds from one place to ancther.

BB consist less ~isk.

ﬂ-re.a:ize;r divevsification of both d.ﬂp::-s,:'l:s and.

assets w/BB

propey use of capifml w/BB
customexs SE‘E bettex -Fn.c.fLI'!:fes wf BB

 Disadvantages |

[ Midland J [weafm:mm]

™)

One Bonk — Mn.ﬁ:.j Bronches

Acvoss the Countr 5

T N — 4

E{'.ﬂﬁﬂ-m:ﬂ-ﬁ

of Fac: lI‘f:j |

.

-~

EEH'I"LEMB EI'F 1

Cosh Reserves

Eu.aﬂ & C.'ne.n.PE:r
Tronsfer of funds

~

BT&HC-"’\.

—

o

" Tess Banking Divevsification
Risk of Deposits &
4 | Assets
PTGF-E.T Use | Better
of CCI-.P:'I:I:L[. Customer
- = | Facilities |

-

D EE a.c:l.ucm.{a.a e

Expl.a.nu.{:fnn

There will be cut thyeat c.ramFE‘EE'!:T-:m.

Mn.n.nj branches mmpﬂ:{ﬂ for the same customers.

BB I.u..c.k n-F I':I-E;?'LE.'F:‘ES f.::'F $Fﬁﬂ:n.u$ﬂ.‘|:t'nn ahd.
division of labour.

Branches do similar work ; no 5pec.:a.|_:5n.{::nh.

There will be neo Eunkfnﬁ claue.lnpme.rd: on

backward areas, because UB (s uneconomical.

Branches don't open in  backward aveas

EI.I..LE'. ":{'.‘r I"l:ﬂl"l. E.'E:IE'E} ]..ﬂL.lJ- 'I‘E.‘IZI..I.-T'I"LS-

Limited vesources of the UB.

Funds and vesources ave spread thin.

Tvanster of funds (s very is expensive u/BB.

Muufnﬂ funds between bronches costs wmove.

There may Hﬂhlg local pressure

Banks may foce pressure Lrom local groups.

eleee ® ®o

Interest vates tends 4o vary ot diff Fl.ar.e..

Different bvanches chn.rﬂe. [offer diff vates.

-

W

Cﬂhﬂluﬁ:ﬂh . Thu.s, Branch Bank:ﬁﬂ EHEfE.m 'S UETH us&'Ful. -Fc*r 5F're.n.d.:ha

l:n.nk:na services oand Emp*ruu{ﬁa economy , but t has some Llimitations

which should be F“’P'E'T[ﬂ mn.nu.ﬁe-.cl.




[ Disaduawf:n.a es

a = D
@ Difficult Supafvisfcn and. Scrufin[z:na. MEFTP_ :i['_:j_____?'nfienc:j
@ Rec[*{n.PE. and. d.ef.aﬁ due to less m.a.{:hﬂrﬁ:a of .-
branch managers.
@ Impe.fsana.l dea.ﬂna with customers. _,’ :_ M
@ Creates manapuf,ld 'Ee.nclancﬂ. //ﬁ{; {,/I;\\ ‘hh
@ LGSSE.E :n one bTr:an.[A. ﬂnagﬂ.'c.‘l': afhers. ﬂ.-ﬂl rhﬂl r ,l
Unkﬂﬂifh:j r:.ﬂmpe,ﬂﬂan amnna branches. BRANCH BRANCH BRANCH
r -.
@ Preference to branches near head office. Cnie. byasih Fmblem o logs
offects all other branches.
\ = J
[GTGLLP Bn.nldnﬂ] - —\ \
H-:-L-;lmg CamPnnﬁ
- In ﬂruup-bmnkina SYS - ['Ewa or mure.‘ banks are k(Cﬂ;FnBZi:si Aijzlﬂ;ctﬂn
cﬁr&c:l:l.d controlled EU o E-ﬂTPﬂTﬂ..‘HﬂT‘I. , an association '
or o business trust. l l
- The Iﬂ.n[r:ﬁna EﬂmPﬂ“nﬂ ma.:j or wm.U not be a E-anidna [Bﬂmk A } [Ban]{ E’:} Bank C
company . o | - L y
- PGPLLLLT © USA. Controlled ]:-3 hﬂHinﬂ c.crmPanU
— At P*rﬂ.se.nf there s no such bcmkh;ta 5;5.
( Adva.n‘l:a.ﬂes Disa.dua.n'f:a.aes ]

Ea,s:.j to rvoise [afﬂa c.u.lzi'f:ml.

BE.'H:E."I" M\'\aﬂﬂh&ﬂﬂ{ ﬂ.!-'L:‘J. C.D‘J"L'{f‘l"ﬂl..

Economies of scale.

e Diversification of visks.

S‘tvﬂnae:r Pnsiﬂan in market.

Difficult SLLFETVESID?'L and. Scrmﬂnizinﬂ.
Re.clu‘fﬂ.FE. and. c[EL[.ﬂ.U due to less H.LL":[’LE:T‘E‘EKJ
of branch managers.
ImPﬂTsmxul deall with customers.
Creates mnmpﬂf.nd tendency.

Losses in one branch offect others.

Unh&n“:hﬂ c.umPe:Hﬂnn among branches .
Prefevence to branches near head office.

L

Conclusion : Grnu.P Ea.nkina s!ds{:am I'tE.LI::s n rais[ﬁﬂ Lnn'ae. -':n.Pl'.'l:ni
ond. 5Pfﬁa.cunﬂ risks, but it has some limitations which should
be PTQPE-‘I“LU‘ mmnaﬂad ;

-




CHAIN BANKIN

e ———————— e — . — — —

INTRODUCTION : |
————= 'STRUCTURE OF CHAIN BANKING

[ o e ) ]

Chain ba.nkfnj S sgafe.m in which

two or more banks are controlled

Individuals

bfj the same g"mup ot individuals

Jchmu.gh common mmnershfp or

o }
I M I

mana.sﬂment , without -Fo'rmfnj a
hﬂldfﬁg company. Each bank

retains (ts SE.Pa::m::iE, Le.gu,f. [ e,nff{‘a. BANK A BANK B BANK C
(Separate (Separate (Separate
Legai Enﬁfa) Le.aal Enﬁfa) Leaa.l'. Eﬂﬂ‘f&) |
ADVANTAGES DISADVANTACE 1
|
@® Better coordination among banks. (1) Failure of one bank may affect
others.
2@ Greater L:'qufdffd and mabftffd of 7
Loile. | @) Risk of manﬂpoléj and concentration
of control.
@ Economies D-F scale bankin
ﬂ.l " J © Passfbl'{ffy of misuse of common
ﬂpem.{:mns..
‘ " mu.naﬁemanf.
Expert t and Improved
8wt pencpnes SRORPPAL 1L Riducell Sidipenhncs b Sulividiod
C.Tﬂdl‘f: -I:r::.clh'f:les.
banks .
| S M

CONCLUSION :

Chain bankt'nﬂ [ mproves coordination and rvesource shari ng among

banks |, but excessive concentration of control may reduce

competition and increase suystemic risk.
= J

\ & —







UNIT - 1T

R.4. Customers & Bankers and The velotionsh P b/w

bankers and customer 7

Irntvyoduction :—
The Bc:.ﬂk?na Sas. pla.aa o vital vole n the e.cmama
b\d P'rcuid.fna -Ffﬁnmcial sevvices +o individual and

businesses. The connection b/w a banker and a customer

1S bosed on [mud:ucd. 'l:-rus'k] and o Jleaol contyact.
The Te.ﬂ.cd:fmxs'eﬂp varxies depend.fna on the rnature cf.

the sexvice pTwId.ecl ;

Me;a{x?n‘a i"c.us{:nmef P —
Dy. lLost Stote +thot a customer (s one who has
an oaccount with a bank or for whom a banker
ho.b?‘l:u.n.ﬁ.a undextakes +o act such.

Me.anfna ilbﬁu.nkﬁxs P —

Hc.c.ofd.i'na to |Section 5(b) cf_ Bankers wmeans a person

who coaxries on +the business cr.F. bn.ﬁkfna.

Tapas i Eeﬂ.o:l:fonsgﬁp o

Relotionship .
[ DEbtoy ~ bjw Bankers Agency
Creditor and Customex Reﬂni{mhfp
Relationship )
Bailor - Bailee |
Relotionship ‘
_NLoJce. - -

% Bonkevs provide voxious sevvices like accepting deposits, granting
foons, etc.

¥ Customers Tda on bankers for safe keep Iﬁa o:rl money and
finonciol support.
% The velationship s 8nwrrﬂad. ba vules | 'raauio:binm and. contract.




UNIT — 1T

Bamkina_ Re.ﬂulo:l:'inﬂ Act 1949

States Banki’na & wmeans the n.c.c.e.P-lzi'na 'fo-r the purpose
o{ le.ndina o¥ investment c=F depusi-': o{ money ‘f'rnm
the Pub.!.'ic. oand. vepay able on demand ov otherwise.

Re_l.a.'l:fﬂnshfp b/uo Bankey and customers :—

e —_— e e e

The banker ond customers Tela-l:fﬂnshi'p c_lna.naeﬁ

ch.c.cTclina to +the -l::j pe cr-f tyangaction. The mojor
velationship ave —

@ Debtoys oand cyveditor :—

The ~yelation o{: o bmr:kex ond customer s
P"ri'maﬂla +hat c{ debtors and cyeditor. When o

customer d.e.pusi-lz money the bankex become the

ldﬂb":ﬂTS] and +the customer is become the creditors.

The bankery wmust vepoy the amount / money on

demand o{- the customerx.

Relations hip between RBanker and Customer

Debtors and Banker and Aaenc.u
Creditors Relations HP

C.us":nme.f

Bailory — Bailee
Relationshi P

Note :—

% Bankers provide vorious sevvices like accepting deposits,
3Taan3 loons, etc.

¥  Customers Te.l:j on bankers Jor safe ke.e,pi‘na of money and.
{inancial  support.

% The velationship is govevned by vules, vegulations and contract.




UNIT - II | l
Joachimson

V

Swiss Bankfna cov 1921

|

]

-

m  this cose Mwuntw*haimexpwe&s

demand b\j a customer n wvfffng s essentioal

4o 3&1: bock “the d,eposf{: 'm.cmeg

@ pvfndpai o.f\,cl ﬁjefr\i* s —

— J— o _

I-Se,cifmx 182 of TICA 13?2:] \efines

that © an a.aen'f: s a person -e)mpf.ozjed to do cma
ock ‘FGY onother oy +o oLeafma with  thivd
person. The person fov whom such act is done

s called the [principal . The Bonk octs as
on o.jw;t when pefraco‘rmfng sexvices Aike

collecting  cheques , paying bills on behalf
the customer.

[DPF TBP MLG

@ F:duc,fa?ra_ ¥l TG@MP_ « | }

every v elotionshup ot [%Tu.st]
ownd [c,on{zfdmc,e] 1S @ ‘;Cioluc,fma ¥ on . This

15 @ veiaﬂomup ot Avust, where +the




—

Bonker Sa.-Fe.a words +the customers nterest
espedaﬂ.‘j mw cwl.stox':j sexvice omd wmain-
—l-ain'{vxa conti d.ewl:?cxud : exa,mple_ - Ke.ePTna

Pustomers Financlol details secvet.

@ :Frus%ee_ oond bevxe,-lcfc.faxd .

\_Sec%?on 3] of the +vust Act 1882

defines +the +exm “[-E*sus:&e.e. ”] os one 1o whom

Propex-l:(j s entitled entrvusted +o be adwmi-
nistered -Fo*r the be.ne,-FE%s o-,c onother. The

L=

be.ne,«lcfc?a.fd i1s one who 1s be,ne.-Pfc.Ea.Ug

entitled to in onpe:r‘l:;j. Bankexy becomes
o tyustee under cevtain  cvcumstances
Lox nstance, when money is deposited Fox
o SPQCLFTC. pwr pose U that purpose 1is Ll -
Lilled the bankey 1s Te.aa.fcie.d. as o

tvustee Ffox the maneg .

@ Roilee ‘amd batloy °—
The bo.iﬂe.e. 1S the Pcaur-fg 018

whom  pevsonal Pfopex%y s deliveved undex
o contract of bailment. The bank octs

rs  boilee when customer’s valuables oy

documents oure Iaepﬁk in safe Cus%ody .




o contyact o:f’- bailment. The baillor s +the Pcm‘k:j

who bails or delivers ammds +o0 anothey under

a contract cr:g bailment. A Bankex becomes a
batlee , it haPPe.ns when the bank ~eceive 8cﬂ.cl
or ownament and Important document for .sa-ge
cuus-lmcl.d . The bankex +takes chc.wae,s for the 8::::0[5,
avticles etc. , It Is the customer who pays the

vent -Fo'r the lockevys. So bank bankers act

as a bailee .

Goods / ( Safe.
Customer Documents Bank Cus{od.a Return on
> '
(Bailor) (Bailee) Demand
] f
Cha:rﬂes.

(Locker Rent)

@ Pawne_e. O.,ﬂd PO.UJ'I"IOT A

e T —— S — e —

When aaad.s a PLedae. ov ma-&aaﬂe -Fo-r a. loan. &30k as
The banker s the pawnee ond. the customers Customer Pledge > Bank
Pﬂ.lﬁJﬂﬂ"l" Pﬂ.lﬂ'ﬂﬁ
is the pawnor . The bank has a Tiﬂh{: to retain ( y ) ( : *)
Lﬂﬂ.ﬁ I
g ol R i J

the 8ancL<. until TEPa.Ume.n":.

Movtgagee and Movtgaqor :-
@ Mertgagee and Movigagly” i

as
When PTGFE:r‘Etj 1S mmfsaaﬁd to the bank , Customer Moﬁanﬂt g Rank
the bank becomes the mnﬂ'ﬂasee. and the (M""J"ﬂﬂ'ﬁ“} (Movtgagee)
|
customex is +the mc:rl:anaaf 3 X Loan '
B T o sl i s (i i { G i i ol i -

K&U | int -

#* PBoanker oacts iIn mund capac.ﬂ:i’e.s d.epe,nclinﬂ on the nature og

+ransaction .

#* “These +voles are based on 4rust, Te.sponsfbilﬂcd and leﬁa!.

PTan.E.Tons. .

¥ Customer’s iIntevrest Is P‘roi'ﬂc:ted 'l:‘fwuuﬂk bnmk?ns .EQ.Feﬂumrds . ;ii

E———— —




T +histcose cowt held The bamk was held Loble 4o T
Comp%wl:e. the mawtga.aw fm-' the loss Aufafme.d. o

the moﬂ:gaﬁe,e. had Jcmiad. to c.a}wa out mstruction o-)c
the maf'!:aa.aw.

I Lessee & lessors :—

S— T —

o ngai T-&MEOWSI’LEP creoted blw the | customers | as lessors

ond. the bonk as lessee n 're.speci c::r)C the lockers Aaken
on hire, is not that crf o bonker ond customer.

Lockenr Rﬁ,ﬂaﬂon&hff}

Bmk LOC-kEJr on HE‘I""E.

»| Customer

| ¢
L (Lessee) | oy L (Lessor) J

Guorontor is one who 3&&3 o promise to answer -fn-r

l @ Eag@ ﬁctua.ran":ov & _nggffﬁﬁ S

the Pa.s(\jmmf: of some debt or the Pemfwmc.e. af Some

cLu.“:g m the cose o-F 'med.ure. 1  Guorantee , ~
' Bank Given | Third Party
(Guarantor) (Guorantee)
'\ f |
LR e e B e o i A

Lia.biﬂ":j on Failure

Mor’caaaii a,nci: Mor%aaaor o

When Prapextg 1S mar'\‘:ﬂa.aed. to the bank , the | Property as

Bank Mw’cwa Customer
‘ | . L I
is the mortgagor t____ _____ J

Lfo.bi.[ifd ff d.e.fa.:.nﬂ:
_E_EH Points :—

|
.___\ 4 % DBonker acts in vorious c,a.Panﬂe..s d.epem.d.{na on the nature.
@ nf tronsaction .

% These voles are based on trust, mPnMIbfﬂfa and. f.e.aa.l provisions .
% Customer’s interest 1is Pra'l'ed:e.d -Hw-nuah bmkfng .sa,fe.gwd..s : !




F__T——__——_—_———-— —

The Banker and customer Tela:l:iomhifa s not

|| Limited to a sina le ~ole of chmrges with the nature

qu the tronsaction. It (s buwlt on trust y ﬂegai
0553.«:1:5071 ond mutual und.efs%cmding .

o> g

Banker — Customer Rdaﬁanshfp

1 il
Depusfi's / f ' ) Services / f > 1 Trust &
Customer Ras st Boskier | Focbitess Transaction Obtigation Mutual
(DEPGSH:QT / (Loans ) Pa.ame.nf:s |—> Be.n&fﬂ: &
(Bank) | i
Borvower) ey R Collections etc.) | Legal Du":g
8! [ P L
: RN o 1~
| > L N : |
| Le.gal Framework _:
= 1 (T'ru.s.f, Cnnfrn.c’l:, T i R R B R R

7 Ke.g Points . T . - \

N @ % Banker acts in various ca.fm.ciﬂe.s dePending on the

h&'hLTE, Of '&T&MMHM .

R These voles are based on trust, Te.sponsibwfa and.

Legal vaﬁsiom .
% Customer’s interest (s P'mfed:ed. '(:h'mug h ban king

sa,feg wards.




— _ — = = — — —— — ﬁ

?i @ Eiabofa.{:dﬂ discuss the “r?,ﬁk% ond. be.f.ﬁa.{:ﬂcﬂ G]C ;:;

Bamke:rs towoards ts customers 7

O o # o o O
Q&\In{:'mclucf ton. . —
A Bﬂ-ﬂkﬂ"( LS (o8 penrsan. oY LWS'['.L":LL{:LM E.nﬁn.je.c:[ L'n [bt‘fit?je'i]

f bcmkmgj which PTLTﬁﬂ.TLbJ involves a.c.c.e.p’cma depas%s

ond. .'Le.nd.mﬁ money .

The ~velationship b/w bonker and a custemer is 3nvevned.
b‘,j contractual mbliaa{:taﬂ ond. le.ﬁai. provision w/s

BBRA 1949.
Banker — Customer Rela{:mn.shp
Customer Deposits g , B ot e Provides " , o Pﬂ_jmm ] 1 C'ren.{es) Trust, Le.aa.l
( DE..PGSHUT) (Mnna:’) (Bu.nk) Sevvices Collections : =ef Du.{:t’ & Mutual
\ Uncl.eﬁ'l:a.ndina

i —
l Gaue.med. b:‘] Contractual Obll.jn.{:mn ) [
and. Leaa.l Provision (BBA 1949)

Rights af Bankers
)

Rijh{: to veceive and honour c.ln.eclue.s , cl.'rn.)c{:s , ete.
REaH: to set c)c]c balances.
Riﬂh{: to c.ln.m*ae. interest on loans ond advances.

Rtﬂh:l: to close aceounts as pex teyms o]c the contract.

Rijh:lz to vetain documents and 3nnds n case o]c d.e]cauﬂ:
(Lie.n)

Ob[uaaf Lons c::-)c Ba.nke.

Du..'|:3 honowy dn.ecl’ue,s a.ncl. orde:r.s as Pe:r mu.rdn.{:e.

v v v v v

D:.d::j to ke.ep customer’s m-jco-rmﬁnn confidential .
Du.{:-d to exercise due cave and skill in transactions.
Du.'l:H to act in 3nod. Jca.f.{:k and fa.ETLU .

Du.{:a to -F::Llou.} le.jo.l and. Tﬁjul@ﬁﬁ*a provisions .

v v v v v

Kegq Takeow 5‘":1

% Bomkmg is based on trust, contract and low.

% Bothh banker and customer have njlrd:s and. nbhan.{:tnn.s which
ensure Smooth and -Fa.:.‘r ba.nk:ng upe.fu.{:zons ;

o i e s o




Riahfs c-F a Bankers

DL

@ Riala:':s o-F 8e.ne:m.f. Lien (Sec. 171, ICA 1872 )

* The “Lien” wmeans a 1&8«::1 cdaim 1o hold PmPe,H:H
as se.curiftj . The Lien is two -I:tjPe.s -
@ 5Pe.c,ific. Lien and @ ge.mwai Lien .

* The Banker has a 8e,ne.ral Lienn. over the 800&3 and.
securities of the customers in the absence of any
a.ave.e.me,wt to the c,an'lzrama :

A TS T S S D T D T T T S S O S

Sandiccd:e. Bank

V.

VLJD.U Kumar 1992

LTRSSt T e

% In this case the court held that BRankers can
retain 8-ood.s ond. securities until debt is cleared.

@ Right of set-off :- S| Right of Set-off

* The Bankers has the *rialn:l: Credit
to “‘E{J usi the cre.é_i:i: _balance Balance
o{: a customer. Adj ustment g ]
(Se.{:-oﬁ)
{\ : , Y =
- Ke’ﬂ Points 4 IJ— N

* Lien gives the banker a -ru.ﬂH: to hold Pmpe,r’ctj as securit

— — — v

g .
* General lien exists in the absence oF any o.ﬂre..e.me.rd: ﬁ
* Set-off allows the banker to a.clJual: mutual balances. ;['i




k!

? @ Appropﬁaffon o{ Paamenlc s

' APPTGPTE&-'H{}?\ arises un(.a when debtors owes - : . '\
Debtor Pa.as Creditor

two or wmore dif-’-Feve.nf debt to the creditors ‘ ( Paxtial
I | Amount ) | w0 )

a.ﬁd. lﬂ.e. Pﬂﬂs Some amoun{‘ —_ ch’a :.S m": AN !

_— Debtor has right to
SU#LCAEH{ fn m&a{: ana d.e,bf "‘PP“’P"': sl Bmapa.amm’c
to any debt.

@ Right to Claim Incidental Charges :—

* R.e.[.cd:f;nnsup that exists between a banker and

SERVICE
CHARGE

o customer s that the banker moy claim incidental

c,fmaxae.s on Lmvre.mune.m.ﬂve. ac.c.oun":s . I'f: :5 Q. -Fo*rm

<:>-|’2 Se,fv:c.e. dqml-ae_.

(B) Right to Charge Compound Tutevest :—

COMPOUND
INTEREST

* As per geneval law, levyin compound.
: d 8 0113 PROHIBITED |

intevest (s S'I:TEC.'ELH P*mklbu'.fe.ol .

% Bankers have various 718 hts to Pm{:e.c.{: thelr interest

ond ensure Smooth -Funcﬂnnfna ;

* These ﬁah’cs ave boased on lﬂ.aal vaisi'aus ond wmutual
Lmd.exs{anding ;

) ¢ _”fxaa keip maintain trust | discipline and efffciemcﬁ tn
bnm.k;.na npe.*rn.ﬂnns. m

P ————— i — — —
s, s e e e — e — e — —

bt




©
? «))-) OBLIGATIONS OF A BANKER (€€

@ Obl.iaa.ﬁm to Maintain Secrecjli
w Se.c.re.c.a is meant that the account books o~F the

bank will not be thrown open to the Pu.b[ic. or
8nve.mme.n'l: o-FFi.cials and the bankers will take all
necessary precautions to ensure that the state of

O..‘F'FOJ..TS O‘F Qa CLLStDME-’I‘S m.c.oun": LS ‘I"'lﬂ't mad.e knuwn
‘tﬂ ﬂ{:he'f‘ bH ﬂ.ﬁg means.

% The Banker must act as a c.ol.le.c.ﬁng age.nt

with reasonable care.

@ lei’.&aﬁcn to G[ive. Prapf.r I\Joﬁce. Be.-Fore. Closinﬁ: Account

e — —

* The Bank wmust 8i.ve. proper notice to the customer

((

be.-Fore. c.l.nsing the account.

ThTEHEHT

4 OF ACCOUNT

@ le.iaaﬁan to Provide Statement o-F Accounts

% [he Banker should vai‘.da Peric:dic. statement

o.nc:l. C.ETTE.C.'t errors PT‘G‘I‘T'IP'H.H ;

® A banker must maintain secrecy o-F customer accounts.

® He must collect c.heclues and bills with reasonable care.

#® He must gi'.ve. proper notice be-Fore. :losina accounts.

* HE rnusf vaide P&Tiﬂdic Stﬂt&m&ﬁtﬁ CI.T'I.C?I. C'.ﬂTTE.C.t errors.

“-----H-_*---- - A e e S e . e o . . A e S e . e G . e . A S A S . . _-#




-*»% PRESENTATION OF CHEQUES §<-(--

Presentotion of cheque.s within wwkf.na

hours of business.

Presentation of cheques within a rveasonable
times.

Cheque should be presented ot the branch where
the account is kept.

~3)) OTHER IMPORTANT POINTS (€&~

r—-_—_—-u_—

/

|
@ @ Stﬂna:l:ufe. of the customer
@ PTGPE.T form of the c.he.ctue.

(6) Material alteration
@ Reasonable time for collection L
' /

N
h — —— S — S — — — — — — — — — — — — O E— O ——

/J
..'§‘ @ OBLIGATION TO MAINTAIN SECRECY AND DISCLOSURE OF INFORMATION) z

The fnund.a.{:inn o-F o Banker and customer TE.LO.":I'.QYLS!’L;.P

s of confidence and secrecy . The Banker is under an
nbuﬂnﬂnn to take utmost care in ke.e.PEna secrecy about

¥

CONFIDENTIAL
- ﬁ —1
0

r "“""'"""'“""? KEY TAKEAWAYS % =

the occount of the customers. 33 k.ee.PEna secrecy, the
Banker fulfills his ciu{::j of c.c:wFEclewEEa.LEJca.

W Cheques must be presented in proper time, place and form.
W Bankers must maintain secrecy and protect customer information.
% Confidence and trust arve the foundation of banking velationship.

% These obligations ensure legal compliance and smooth ~_ZZBANRN

bmmk.?.nﬂ nPe.-ru.'Hnns .

P —_




3 w* but a banker s giue.h a Spe.c?.a.f. P‘rtvuejes
E-F cha.vﬂ T.nj c.amPaund interest .

o3| Bank of India |4&—
In this case S.C. held that banks cannot cjma:rga

C.amPoLan:l. interest with Per?.nd.f.c. rest -Fo"r'

O.ﬂT:CUi'tuTﬂl EOﬂ-\"\-S o
*‘} Ob’.tﬁaﬁon o-F a Banker _{ o
@ Obf.iaaﬁon to honour ckjﬂues T—

-> Bﬂ.nke:rs a.cce.P'l: 'H'\.e, depasf.‘ts -F'rnm 'Hn.e. C.usfame.rs wl'.ﬂn an

obliﬂaﬂan to TE.Pa.j it to him by way G]E Houowrfns the chec}ua.
drouwn upon the banker.

=» The banker s under a ( statutory obligation) to honour his

customers c[mecpu.es because it Tacnjnf.sed n ISec:f:Ean 31] o-F

the ijaﬂa.ﬁale Instrument Act 1881.

« Honour a{-’ c.heq,m:. s a fegai d.u":ﬂ and a Par{', o)c

the banker’s Pmmisa to his customer.

Ty e S TN TN S T T I I I I S I T I S S S G T S SIS . S SN e T P e I T T S T I T T I T T T T S G W S e

Condition o‘)c honouwr chﬁ:ue.s -
S H#ZCLE-“{ ba-'.ﬂ-ﬂc-& =

h@’ Ke.j Poin

r——-—-—
A

Rtj ht to Cka:rae. ComEfund interest :—
As per je,nera.l Law , ﬂe.\rjinﬂ o-F compound. interest s stricﬂj prohibited..

'1 Keﬂ Takea.wa:js 1 A -

% Banker has SPecIal Pviuif.eae to cha:rg,e cnmpound. interest.
% Banker's abﬂjaﬂan includes lwnom'ing ckque.s and vepaﬂinﬁ d.epnsifs .

R These nbﬂgaﬂans are 3ou¢rned. bﬂ fow oand ensure trust in
ba.nking sasfam ;




V

Bank of Newzealand

In this cose held that the c:l.wl:g 0=F banker to Paé

cheques of his customer who keeps a cuvvent

account .

Shankarsal

V.
SBL 198+

In this cose court held that out of the duties
of the banker towards the customer among these
dutles may be veckoned the dui:g of secrecy .

>33 CONCLUSION {{&-

The velotio nsHEP between o banker and a customer
i1s based on mutuol trust and f.escd. c.ompﬂa.nca )
While the banker e.né ug_s cextain T'L'g hts LQlike Len

and set- cﬁ: to Safeauﬂ:rd its intevest, it also has
sigriﬂFimni: obugu.kians Like honorl'.ng cheques, main-l:niring

se.c:re.cg and m:,{:ing with care.

% The banker must poy cheques of his customer who keeps a

curvent oaccount.

The banker owes a d.l.l.":g of secrecy towards the customer.
he velationship is based on mutual tvust and leaa.l complionce.
The banker has rig hts like lien and set-off to mfesmrd intevest.
The banker has important nbliaa{-inns Like hunm*Ena cheques,

main‘l:nirdng aec.veca and n.cﬂng with care.

* X% % *

,.ﬂ--——-——--——-———.—--—.—-——-—-—.—--—-—-.-..,.".I
"-————————.————..—.——————-.l"l-




[ Unit-2 |

. Lb\]ri’re. o Note on the Types of Bank Rccount

‘ g:[l_l'roclud:f N »=

A bank oaccount s a Financial

| o.'a:mnaeme,nf +hmu.5h which a customer dep-—

osites and withdraws money sa&dd . Banks
provides different ch pes of account to
meet +the mneeds of ndividual , business

and investors . The mojor %Jpes of bank

are — Savi’nas account , Current, Fixed and

yYecurri ng account .

Tﬂpes ef_ E)o.nlf ___ﬁccoui{;

=SO-VE13 Bq:nk accounf_‘:—-

A Savi’ng account s the
most  common chpe of account used b(y
mdividual . Its main purpose s to enc-

ou.mae small and 'reﬁuﬁar Savfnﬁs ;

i




people dﬁpo&fjc“ T Swrplus *moneJJ ond.

- withdyow ™ whenever needed , WENER
i

’ Suitable for Salowted pexvson , Students,

Pen&onems ond. ae,nexoi customenr who wont

:l to Kee,p monea &:nee% ond. eonn Ln{e,Tech -

| -F_eajcums

monea as pev Bank ~ules.

@ In%e,m% 18 pou.d on the Scwma baloance .

[® Bonks pvovide ATM coxd , passbook , cheq/ue

—\

book ond d.fafjcal bankina :

{ ATM Passbook. Chaq,ue_ Digital
| \Ca‘rd Rook Bankfnaj

‘@ Cuvvent PICCrOLLYI'[T

A Cuvvent occount 18

~

Cuvvent Account de.s'i’,a ned mainLU for tvaders,

for smooth businessmen C,Ompomfe,s ond.
Cuncl u.f_o.rr . : X
/E’C”:::::.es X w.(ai ova ontsotion that vequire
: YONSOLTLONS
\ B -ﬁreq,uen% ond Loxae_

tyonsactions .

e ——————




allow q,ulc.k Po..amen”:. and. re.c.eip'l:s without

vestyiction.. It s not meant for .sa.vina

)

but for smooth business oPera.ﬁ'on where

funds move daily .

o T

Features ;-

PAYMENT

(i) Unlimited. deposite and withdrawal in

O ——————— i — — ———— ————— W —— W —— - . e S O . e R S S O R S S G G O S S

----ﬁﬁ--_-———-—“--F---‘-—'---------'Hd-d-—h-——————————---—---_-"——"-----_'---‘

@ Banks provide ATM card, passhook,

cheque book and digital banking.

Passbook  Cheque  Digital
Book  Bonking

_— S —— O — —— - S — — - — S R WD WS WD W W —

@ Overdyraft fo.c_dx.{a ts  awvailable.

——————— O — T — T — e S S— U — i — i — — — - - -

@ Ve.ra useful  for Mah—vol.ume

business tyansaction .

e A . S — e —

FIXED
DEPOSIT
ACCOUNT

&

LUMP SUM FIXED FIXED RATE
a fixed rote of Interest. DEPOSIT PERIOD OF INTEREST

@ Fixed. DeEosif Account :-
A Fixed DePosH: Account. Is

meant for sofe investment of a

.Q.u.mp sum for a fixed Periocl. at

p—— T




n ) . FIXED DEPOSIT
A f}ﬁeti_hdﬁEﬁgﬁtﬁefﬁ%ﬁt LS ACCOUNT

a time - cleEosf\‘: account wherve a customes

] 3. Fixed DE'POEE{ Account :—
f
|
|
|

d.eposf'(:s o LumP gum of mmeH fox o Fixed

Pe.ﬁod Tcmﬂfna from o few do.as to several

2 LUMP SUM FIXED
8&0:('5 : Tke. moneﬁ C&ﬂﬂO‘l’: be wu.{hdw_wn | DEPOSIT PERIOD

o i |
=

T —_

| befove matustty without penalty . Tt is | @& ,
1 \|_/

mo.fnLa used fox ea.mfna hfahe:f interest f H,E,HER INTEREST |

y O
in a %afe ond stable moannerx . I /. 'll AJ

o i Vel - gy WG il ma i - -l W &

Fem’: w¥esS o—

@ Mme.td is kept for o fixed tenuve (7 do.nds

-’:

to 10 tde.afs) :

— e i el . e — e e e e el S e s e e . e . -

:

— R e S S s s e S ES Rl Al RS RS R Rl RS e S R S S s S RS S S S EES S ESE e S S N S R A SR R S S RS B R R R e R O O Bl I R S SR S S L SEE S e B B S A S

Premoture withdvowal . is ‘allowed

e v ill®

but a Pe.no.U:H .

[

1@ Consideved a Sofe .
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?
!@ Cusrvent Account :—

. R curvent account s

| desfane_d mcﬁnlﬂ fox tvadexs,

businessmen, companties and

Spe T

N
B8 [ FREQUENT &
COMPANIES S ARGE ORGANISATIONS

f'reguenf and La:rae. tyansactions .  TRANSACTIONS |

mafmfaaffm that Te%uire




5l . Re,c,urrf‘r_la__ DQPOSEL Accouﬂt -:_.

e e —————
—_— ———

A Recm'rﬁna de.PosE": Account

1S O .scwfn3 scheme wheye a customer
4

de.Posffs o fixed amount e.ve.rj month. It is

tdeal for individual who connot

et total amount

at m:ﬁuﬁ’cs

cle.PosIJce. o f.o.rae. amount of once but ©

It is helP-Fu,l for students , salaried person

ond even small eavners.

Fea{wres .

@ Fixed ot s de,PosHed e.ver‘j month

wont to build sa.vfnj 8m.duaud over time. \

Depusif fixed
amount every month

RECURRING
DEPOSIT

ACCOUNT Continue for

a fixed Perind

/

Amount grows
with interest

‘FOT‘ (3 C.hOS'EJ"\. PQ.TI..OCL \ EVE.TB Month Fixed Amount

— e ey - S S S e e ey el s

@ Intevest (s similaxr to FD and Paid on
ma.’{:urffd :

= N s T e T - S il e — -

Helps build a reau'.ar scwfnj habit .

Re.aula.r Sc.wing Habit
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QL. Wxite a mote on the Mgwnisaﬂan and structure

|

G'F RBI . PTEMCLT& amd Sec,ond.a:ra 'pumdfon
of RBI ?

Introduction :-

‘The Reserve Bank of India (RBI) is the
cemtral Bank of India , established under
the RBI Act 1934. It pl.a,hxs a k‘e'}j role n
reguiaﬁna Bmkfng sas’cexm : main’cai'miﬂa financial
stobility , and formulating menetary policy. ‘RBI ' works
a8 the Bamker to the 8c:ven-nmem:!: , Bamks, and the
public, Its structure amd orgcmiswkfm ensure Smooth

administration and control over the financlal sectors.

Oramf.scd:fen ond  structure of RBI

Reserve Bank of India
(RBI)
De.pu.tg Executive Re.gi'onai
Directors

Central Board
of Directors

Hig hest Head of the Assist the Responsible Woerk under
decision makfng | RBI and Governor in for different RBI for
bodtd : its chief -thc:l:foning departments Tﬂgfnnal
executive. of RBI. and functions. operations.

@ Central Board of D'f're.cforf_ o—

The RBI is ma,naﬂed. bH a. Central Board of Directors.




.--'-'-'-'-_

@ Ce.n{:ra.l Bo
- apex ﬂove,rnmﬂ bodﬂ

- 2 Governors (Head of RBI)

‘U'mt 3 l

ard of Directors :

it consist of —

which s the

CENTRAL BOARD
OF DIRECTORS
(RBI)

2w to 4 Depu..{:tl Governors
|
2 4 Divrectors from Central Govt. ®
AR
| em— ]
. = 10 Directors from various fields
| GOVERNORS UPTO 4 4 DIRECTORS 10 DIRECTORS 2 GOVT.
) (Head of RBI) DEPUTY  FROM CENTRAL FROM VARIOUS OFFICIAL FROM
2 2 Government official from finance GOVERNORS  GOVT. FIELDS FINANCE
MINISTRY

minis{:r-j .

@: Gove.rnors and. De.Eud::[ Governors

Governor s the chief

GOVERNOR
(Chief Executive Au‘thori'lzﬂ)

executive a.uthnrit\j of RBI and

control all mo,jc:nr decision.

DeP“{:ﬂ Governors assist in A

Supe.wisfns d.epa.r‘l:me,n{:s such as

of RBI
currency ma.na.ﬂeme.n't . financial
market , bmkinﬂ supervision, and.
reaulaﬂﬂn.
=

(

@ Reafonal Board :
The Re.ﬂicmal Board

advises the Centrol Board
on matters rela.ﬂna to

A/ ADVISES THE

0 . I CENTRAL BOARD
S —

P

LI

>

BANKING
OPERATIONS

)

reg tonal economy ,

bo.nkfnﬂ operations ond.

[ Executive Aufhoritﬂ |

e Controls all major

¢ Overall administration

.l
l Depui:ﬁ Governors ‘

e Assist in Su.Pewising
d.epartme.nts

o Su.Pe.rvl'.sinn & control in:

._’

Currenc.ﬂ management
Financial market
Bankins Supervisfnn
Re.gu,lo.ﬁnn

_’
_’
—P

REGIONAL
ECONOMY

™

REGIONAL
BOARD

PUBLIC
NEEDS

.0,00

public. needs.




[ Unit -3 |

RBI has reafonal offices n majo'r cities Like Mumbat,

Delht , Kolkata, and Chennat .

in varxious fields Ulike — ?.mple,mﬁn’l:ing RBI Paﬂicies‘

@ DﬂEax'f:men{: of RBI :—
RBI consist of several Spec.l'.alise.d. d.e.pa.rtmenfs such as —

|
|
|
|
i
|
[

o ———— — —— = e ——— e WD W W -

- N\
1. Department of
Bfmkinﬂ Reﬂulaﬁan

3 .

-

S
2 Depa:r’f:me.nt of

Cuwencg Mcma.seme.n't

Res?.onal board helps

("

Function of Prtma;rﬂ function of RBI :—

@ _l_\l_t_?te, Lssue °—

RBI Act 1934, RBI has o sole TISH: for

Issu?,na bank note not in India. Bank note

According to | Seckion 22 | (of  the

—

3. Department of
Financial Maxkets

RBI NOTE ISSUING POWER

( Governor) ]

Lssued undexr the siﬂna)bwre. of Governor. .

Othex Depa:r’tmenﬁs _of" RBI

52 chldna Reﬁuf.aﬂan

* Curren cy Ma,na,aeme.nt

* Financtal Markets

Re.sul,wbins d
Banks

J

N

Ma.na.sins

Currenc.a
J

~

Mnnﬂ:nrf.nﬂ
Financtal Mu.rke.tSJ




@ Monefm‘a Po[ic,g Formul.a.ﬂon?

[TOOLS OF MONETARY POLICYJ

RBI wuses tools like Bank
~ Bank Rate —> Rate at which RBI lends
R&.‘t& y REPG Rm':e. y CRR y SLR to commercial banks.

and_ OPe,n marke_‘t OPe.Tﬂ.trOﬂ e REPO Rafe. —> Rate at which RBI

borrows aﬁainsf: securities.

to control inflation and
— CRR —> (Cash Reserve Ratio.

stabilize the economy in

Fe SLR — S{:atufnrﬂ Liquidiﬁﬂ Ratio.

the counfra ,
- Open Market Opemﬂon

- > Bugi'na or se.llin3 securities

=2,

in the open market .

@ Tssue of Curre.nc'd:

,.
l
|
I
|
!
I
|
|
I
I
I
I
I
I
I
[

J

RBI has the exclusive mfknri'l:g
v/ Authorised issuer of Banknotes

to issue Banknotes (e.xce.pt
v/ Maintains a.dequa.fe. currency S“PPLS

%

""'..' "—*"'-_____
o
-'I.

T1 note Printecl bﬂ Gwernment).
v/ Ensures qualifg and securifg of notes

i 5
&
) - ¥
- F - " 'll L] b
s | [ d
ol i N -
o E -
| )
| i ot
.
| i
B, J
i o« SIS v
-

It ma:nta:ns curre.nca SU.P P Lﬂ v/ Prevents caunfarfe[ﬂng

Pre.ve.nﬂnﬂ c.ounferfeiﬂnﬂ Y

@ Banker to the Gwe.rnme.m':g r

RBI manages the bunkins transaction uf

- -:E\.
’ o
"“‘1"-. -

" .
a i

— T ]
|

il
receipt, Pa.ﬂme.nf , public debt management, | Management / ﬂ!‘i o Ve

—

1
and treasur:j bills. Tt acts as financial ._ ] l

. i Financial Advisor == —
ad\fI.SGT 'tﬂ 'H'IE- GGUETHMEH'E . to GQUE.THMEH'E

»

Central and State Government Enc.[udins

[ Public Debt |
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@ BG,YIKQ»TS {'0 'H‘L& Baﬁk . i R-BI as Bankers to The. Bank )
RBI maintains cash reserve
Ratio' (CRR) of commercial Banks, provides
v
loons to Banks, and ensures the smooth é @ @
‘Fumﬁoninﬁ of the inter-bank sas’cem : Mo bt Provides  Enturds Scacti
Cash Reserve Loans to Functioning of
(CRR) Banks  Inter-bank System
@ Controller of Credit : | How RBI Condvols Credit ?

Fixes Bank Rate

Changes CRR / SLR //
Open Market Operations
Moral Suasion & Guidelines

RBI wmonitors and Tesul.a;l:e.s the

amount of credit created bﬂ the BanKs.

(i ® o o

i

Se,cond,a'rlj function of RBI

RBI Promotes Institutions ]

@ Promotion of Ba,nkinﬂ and Financial |

Institutions : [ NABARD | EXIM BANK |
RBI Pmmo’ce.s institutes like ﬁ .

NABARD ) SIDBI , EXIM Banks Agriculture & Small Industry Export - Import

Rural Credit Development mnanct
and de.ve,‘.aps financial s P ’ \ "
\ Suppor{s overall credit, industrial
infrastructure . | finance and financial infrastructure .
@ De,ve.l.o]:)men{'ai Role - Credit Support ] Tadaoketil ﬁ
Finance
RBI Suppn-rﬁs overall economic L @ b |
development by providing credit ) . . .
F J P ""3 Infrastructure 2. E y
Su_PPm-{ ’ tindustrial ;im and. DE.UE.LUFmE.n‘E ‘lﬂ, \ ED:MC.{
eve Pm
infrastructure de,ve.l,opme,nf. { ) L ..l !

Mﬁﬂ__——u_H——_H_H_huh—‘—uuuu__M——ﬁ

' * Thrnuﬂh these roles, RBI acts as the financial advisor and :
: financial guardian of the Government. :

— L —— i— —— — N SE— — — — — — —  —  — — e e — — — — — — | — —— — — e m—— | s  e— —  —— C— —— — — — — — —— PRESSS aS




@ Moneta.ra Policg Formulation : [ TOOLS OF MONETARY POLICY ]
RBI uses tools like Bank Rote, Repo Rate, CRR, SR~ ¥V & \ y

Bank s ol B R
Rate Operation

and open market opemﬂnn to control inflation and ! /\/w

Rate at which Rate at Cash Sfa.tu{:or:j Buﬂr.nﬂ or .Hu.inﬂ
RBI (ends to  which RBI Reserve Liquiditﬂ securities in the

commercial  borrows aﬂm'ns{: Ratio. Ratio. open market .
banks. securities.

stabilize the economy in the caunfr(lj ;

@ &W: BANKING OMBUDSMAN SCHEME

. v Resolves customers cum.PlaIn'ts
n v Fair and trmpa.rent redressal
RBI resolves customers compla.ints and Banding V' Promotes fair banking process
Ombudsman | v Free and easy grievance redressal

Tl'umuﬂh the Br:mkinﬂ Ombudsman  Scheme

Prumm':e ;Fo.Ir bo.nkinﬂ process .

(%) Publication ef Research and Stafistics: =% pErmis

RBI publishes weekly, monthly and il ; i i A~

- aall] : _l_lll
onnual reports on macro-economic i | RS2
— : Weekly | Monthly | Annual | G000
indicators - bﬂ-h.kmﬂ trends ’ and RE-PO‘l‘tS E RePn‘rts E REPOT‘{?S : Br.mkins Trar’tds -
mmf:o.rb( d.e.ve.’.opment . This helps X | : : DZ:;?;EHJ; ]

g T - S S S S S e S e e N A A A A A A A A A A S A — A —  —

: These refurrfs hel.P in undersfandina the economy :
' and for Pnlic.ﬂ ma.kms ! j

A e it T e - Tt Tt — vt e i Rt - it i S o S R T S S S el e

Fo[i'.c.U makinﬂ :

_________________________ -
Bharat Bank Ltd. |
v :
Emplouees 1950 '
______________ L
In this case — The Dis Pw‘:e. arose between
4 ™ & - N

BANK EMPLOYEES
(Rtprﬂanﬁna their T'SH'.S ... (—-@—) BHARAT BANK LTD.
and service conditions) 'n‘ (The Mu.maeme.n’c)
= J \ )

.
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a. bank and its emploaee, Teaardfna wages

The Supre.me, court held that the RBT

s the ultimate aujclr\ori%a to supervise the I' m

-Funcffan{na of Banks and ensure fairness

3\

S Court
upreme Court

in the financtal sectors.

Concluston : R sl P el

[ The Reserve Bank of India |

is the BRackbone of the Indian Financial
SUs%em.

:—- Central Board Effective 1 ( Financial r Research and.
of Directors i Pol.fc.a Makina S{abt[&a Statistics
000 * =5
iat | O ) =
Headed bU | For smooth For 5£r0n3 and To su.PPor'E
the Governor -Func.ﬁnnins stable economy Paltcﬂ decisions
s @ - o B \_ J e J

Tts well structured orao.nfsa:l:ion headed b‘j the central
boavd of Divectors allow smooth -Funcfionfna . effective Polfca

fmpleme.n{aﬂon .




@ Elaborate the oraa.nisa.ﬁonal structure
of the RBI ?

Introduction :

The Reserve Bank of India (RBI),

|esJC.| under the RBI Act 1934, is the

central Bank of the coun{:rﬂ . resPonsible

for [monefo.rg sta.bili.’cﬂ |

economic development .

To carry out

Lﬁneneial reg ulat ion] and

these wide function, RBI has a well-design

org antsational structure. This structure

ensure efficient administration Strona

Supervision and coordinated decision -

making across India’s financial sustem.

Organlsaﬂonal structure of RBI
@ Central Board of Directors :

l Central Board of Directors ]

Wide Funeﬁclns of EBI

=

o §J Monetary Stability

| o @ Financiol Regulation
o GIMEDnomic Development
o }2{ Efficient Administration
o &3> Coordinated Decision-making

. . 9
/.See g. no

Headed by

the Governor

1'

]

Depu.tud

G‘ﬂ\fET nors

4 Directors

'FT"{JI'T"I CE;ﬂ.'tTtli

Government

N @

T R S ————— e e e E— —— e e (S S S—

~

10 Directors
from various

fields

2 Govt. officials

nominated 53
Central Govt.

_--__H_——_---——_——___-‘

% The Central Board of Directors la.ﬂs down broad PQI.LC-LES
a.PProve.S bu.dgefs cmd se.ne.ro.l a,dmml.stru:f:mn O‘F RBI




The lnf.ahe.s{: dec.ision-makins au{:horifﬂ O‘F

RBI. It consist of Governors, up to _L_f_

Directors |, D_e.&l:a Directors , Governor, 4

Directors nominated. bﬂ the E{_?,E‘[:ml 8ﬂ .

—

RBI Board Composiﬁon

Governor

Cl’ta.ET‘Pe'l"Sﬂn

~

10 Directors represenﬁnﬂ various fields,

Up to 4 Depufﬂ Governors
Members

9
and 2 government official. ®
- ) £7)

4 Directors

Nominated bﬂ Central Govt.

The Board frames Polf.cies on mone’carﬂ affairs,

10 Directors
Represen'l:inﬂ Various Fields

currency manage.menf and

Supervision bank .

2 Government Officials
Members

y
@ Governor (Chief Executive Aufhor&g) .
@ == =
The Governor is the head of RBI and K_ea Responsibilities
. holds overall executive powers. @ Head of RBI

m He./ She is responsible for implemenﬂns

@ Overall executive powers

e e policies framed by central government | @ Implements policies
board . framed bﬂ the board
The Governor mpre.seni: RBI in national | @ Represen{s RBI in national
and international institutions
and international institution. L

international institutions.

Y The Governor represents RBI in national and I
i
/



l (3) Deputy Governor [ ittt Sipoctiosh by |

De.pud:g Governors

m Bankins Re.sula.ﬁan

0 Curre.nc.ﬂ Ma.na.gemen’c

RBI can have up to four De.pu.fg Governors

| appoin’ted bﬂ the central 8ove.mmenf !

Each Depu’cﬂ Governor Supe.rvise.s ma.jor

d.epa.rfme.n{:s such as Banking Re.gul.a.{:f.on :

Currenc3 Mcma.ge.me,n{: , Financial Markets

and. Mone’cm*ﬂ Po(.ic.ﬂ . The.ﬂ are

responsib[e for Po[ic3 execution .

a S - )
(6) Exncitive Divectors : Responsibilities of
o Executive Directors
RBI has several Executive Directors 0®o , .. A
who head different specia.(.ise,d.
l O Ensure Smooth Munaﬂe.rin_l.
departments. The,g assist the Functioning
De.puiﬂ Governors and ensure smooth m S“P‘?WES‘I"’“ of Banks
|
mcma.ge.rial 'Fund:ionina . Their Payment System
resPonsEbif.ifias include supervision ‘

Fore.isn Excho.nse.

of Banks, Pa.gmen{: sgsi:e.m 3 'Fore.ign

Financial Incluston

&
&Y

e.xcho.nge. and financial inclusion. ="




@ Regional offices and Local Boards :

RBI ope.mie.s 'throuﬂh re.ﬂioml offices R
unciLio iﬂlona l

located in ma:jor cities such as

.. Curre.nc3 Distribution

Mumbai, Delhi, Kolkata, Chennai,

and others financial centres.

These offices handle c;urre.nc,:j el

distribution, bank inspec.fion and.
Imple.me.nﬁna Policies

at State Level

impl.e,me,nﬁnﬂ policies at the state level.

Each re.ﬂioml office has a local board
Local Board with

c.onsisﬁns of members repre.se,nﬂna aﬂri- Members from

Various Sectors

culture, inclusfrg , commerce and cooperaﬁve, J
sectors.
. ( A
@ D e,Ea.rtme,n’cs of RBI : Specialised Departments
of RBI
RBI has more than 25 sPacEalEse.cl
de,Pa.r{: ment to manage its board m
function. Imporfani depar{:menfs
@ Monetarﬂ Polics Depa.rfmenf
include — @ Depa.rtmen{: of Curre.ncg
@ Monefar:j Po[[c:j DePa.rJCme.nf Ma.na.ﬂeme,nt
K J

© Departme.n’c of Currencg Manaﬁeme.n{:




-> De.par'l:me.n'!: of Bo.nkinﬁ reﬂula.ﬁon .

2 Financial market ope.rai:ion de.po.r‘f:me,n‘l:

2> Enforcement department .

@ Committees and Sub- Committees :

d .

RBI function {:hmu.sh several Important Committees
Mam’carﬂ Pnlica

internal committees. The most
Committee

imporfo.n'[: ES fhe, moneia.rﬁ POLLC.S Decides repo rate and

‘ mnnefarﬂ paLic3 stance
committee , which decides the

BOGI.T‘C(. ‘FUT

repo rate and mone{a.rﬂ polictj Rl Supenitalin

S‘tance 4 OVE-TSE-ES Ftna.nc Lﬂ.[.

supervisinn

Committees like the Board for ‘
Board for Re.ﬂula.hm

it &

Financial Supe,rvisf.on and Board for & Supervision of

Paﬂ ment Sﬂs’cem

reau’.aﬂon & Supe.wision of paﬂme.n": Supervisés Pasmen{

sﬂs{'e,m : ] sas’l:e.m and. re.ﬂula{:ion )

Subsidiaries of RBI : g
RBI has established some

subsidiaries for spe.c.ia.'.f,se.d

The ke&d subsidiaries’ entities Estoblished for specialised
functions.

o J

‘ was Bham:’:f,ﬂa’ :




Reserve Bank note Mudran Pvt. Ltd (RBNMPL) which

Pri'.nJcs currency notes.

Bharate Bank LTD ﬁ
V.

Emp[ogees 1950

In this case a dispute arose between Bank

and its emplo\tjees reaa.rdins wages. The
Supreme court held that RBI Plaﬂs o cructal

Teﬁula{orﬂ role over the Bankinﬁ st,chem and

has the au’chorf.{ﬂ to ensure fairness and

s{abELE{U in the financial sectors.

Concluston :—

The oraa.nisa.{:ional. structure of RBI

LS wel(-desianed to ensure smooth
'Funcfioninﬁ . effective supervision, and.
sound. economic Po[ic:ﬂ. With the control

board at the apex. Supported b:j Governors.




#1 [UnH: - 3)

H#H Kecent Amendment under the BRA @ 264+ +o 1949
( AIA 2012)

Introduction :—

The BRA 1949 s the main f.eg[sla.ﬂon

Sovernf,ng the 'Fu.nc,{:fonfnﬁ, supervision, and control of
Bankﬂng c.ompo.nie.s in India. Over time, the Bankinj

Sector expo.ncie,d , new Trisk eme,rge.ci ond  financial

sys{em Teq/uf.re,ci Hg’u‘:er 'regulaifon.

AIA 2012

@ _Enhomceci powers to RRBI

— RBI con now supervfse p Enspec{: ond. 'reﬁuLaJ:e Bank

more sfricﬂj. can Lssue bEndEn3 direction.
@ power {0 opprove appoin{:men{: of Bank Directors
and + CEQ_ °—

— RBI’s appmva.(. LS mo.ndaford for the appafn{:me.n{:
of chairman, managin& directors and CEO of Banks.

(3 1 ‘shareholder Limit for investors :—

—> earlier 10% Ulimit now up to 26%.



=
@ Voﬁnﬁ RiﬂH: .

[ Voting Right |
- Privafe, sector Bank Vnﬁng ‘rfﬂh’c 0 Private Sector |

N —e——— N |

from. 10% to 26%. Banks
=2 Public sector banks n » A | Pablic Serter
'f:ﬂ 10%. Banks

@ Establishment of DE.PD.SEJCDTH Ccrpomﬁ.on:

= Be,tte.'f' frw:ﬂna O‘F GDV{: bcmd.s . i Investors i DE_PQ;;H:nrt}

eeoeo | : => held in
. s L r 99 Cnrpnrnimn )
= trans parency in securtties transaction. | electronic form

Securtties

A L A \

@ Power re,f.aﬁnﬂ to Bankﬁnﬂ mergers and acctuisfﬁon:
— RBI has au{:horz{‘a to merge 0 %
NI

two Banks. H,.[L-_.\ , . >
Bank A Bank B Me;rge.d Bank
@ Better meeaﬁan 'Fo*r depas&ars ~
> monﬂ:nrﬁng depnsﬂ:s a.c.cepfn,nce. E DPrafe;is 5 | s
— e.nsuring Banks maintain SpesLars Deposits
{ ; E <

C.CLP[JC&.[ and [Equii&g .

@ Incluston of cooperative Banks u/ RBI control :

— Cnﬂperaﬁve. Banks brnu.gh{: under I'Ca—upemﬁueﬁ _)f Under RBI “ . r Ragulaﬂun &1

RBI resuloﬂun and Supewision. | B""lkf___, @ C“_’"tml J | Supervision
@ Restriction on Business a,cﬁvf.fﬁ mc Banks :
— Banks to focus on core bankfng | Restricted 1 e o rrF::w::u.s o Cove
activities.  Activities Eening
® Concluston :
Ba.nking Regulaﬁm (Amendment) Act 2012 was a mud'ﬂr sfe.P tn
Sfrengfhen[ng India’s bankfng sector.
{ Ke.ﬂ Outcomes of Amendment Act 2012 ]
RTINS L R T A T
Stronger . . . Increased
i Improved Protection of Financial o
Resu[a,ﬂun & : oy Tnvestor
et Tmn.apn.renc.:j Depositors S’ca.b:.ld:ﬂ
| Supervision | I ! | - { ! Confidence )




[Corpom.{e, governance, and & depositors Pro’ce.cﬁon]

# Li Auoido.nfe, of money La.uncierinﬁ :]

=3 Mon.e,ﬂ La.-.mderinﬁ means conve.r{?,na money earned
from Eu.eﬂal activities (such as corruption, clru.a
‘l:m#ickfng , fraud , tax evasion) into Legiﬁma.{'e.

looking mo by hiding s illeaal sowrces .
LANnE L K Ohhiied Biony, Eornibling g
illegal ackivities) bource)  lagibimate maney)

- Avoidance of money Launc{e.rf.ng refers to the measure [ Maasures b A ed Mones P nderfng E
ond action taken to prevent, detect, and control Verify ing Customer Identity
such Eu.ﬂaai conversion of © dtr’:g ! money into clean (KYC)
Man&nr:na Suspiciaus

mune.g : E Transactions

— Tt includes S{E.P.S like — ve.rfncﬂzns customer Ed.enﬁfg Reporﬂnﬂ Doubtful

Activities

(KYC), mnniforing suspicious transaction, mpc&ing

ComPLEa.nce with Laws
doubtful activities to authorities.

and Reaula.’cfans

——-—-——-—-H—_-----—--_h—_--_---l—--——-—l.l—---—-—i——"—--—-ﬂq-—----ﬂ"___-ﬂ__---‘d—-_-_ﬂ—_-__

# [ 2 Credit Control : ]

— Credit control refers to the method and measures
used b:‘j the RBI to msula.{e the a.unﬂabiﬂfg , cost
ond volume of credit in the economy . Its main

RBI Measures Regulate  Stable Prices

purpose is to maintain Prfce, aéabil&a ; control En‘ﬁ.a.{::ﬂn (Poli t:.ie.s) Credit & Economic
and ensure smooth economic 3mw1‘:h . L A"“-':Lﬂbiufg Growth )

_—em S S S S S TS S o S — e ———— W ————— W S - —— ettt S e ——— e ————

Key Points ot a G[a.nc.e.]

g = | N
1. Avoudi Laundert ' 2. Credit Control ! . Objlect:
oiding Mone,a aundering E redt ntro : 3. Ob ‘}e:c.fwe.
I ~ |
. =i I Vv — |
— Q — =l — : = | @‘
- ~ | W I
| | - Dbl ‘Dipsition
Iueﬁal Detection Reporhns to Clean & Lgsa.l : Cradit Reaula{'ed Price SfaEHhJ: M"‘: EE— EPOELM:
Activities & Monﬂ:o-r:na Authorities  Financial System | Control Credit Flow & Economic | nsure e
: e Gt i Stmn& Ba.nkmg
: : Saste.m
_ ] ] J




—> RBI uses quantitative tools [(ke BRank Rate,
Repo rate , CRR, SLR.

= Ba:xk Rate Po[ic{ﬂ

- Bank Rate Pn[i‘.cﬂ s a mone{:a.ru pofic.a tool -

used bﬂ the RBI to control credit in the Mechanism

Bank Rate

E.C.OHOM’IJ .

- The PBRank rate (s the rate at which RBI

lends Lma ~term funds to commercial

banks without any collateral. Bank Funds
—> When RBI T the Bank rate, bormwina S . W
' Without Collateral
costlier for banks, Lea.dinﬂ to reduced | = TTTTTITTTTTRITTT
N J
Le.ndina and credit contraction.
—> When RBI reduces ({) Bank rate, loan
becomes cheaper , T credit in the e.c.nnnrnﬂ :
= Bank rate affects lending and credit [’ Impact of Bank Rate k
in the -Fn[lowina wuﬂ . () ' Bmmznﬂ Cost 1 2
a) Bank Rate T — Bnrrawin& Cost T — * Lending V
Lending 4 —> Credit Contraction Bagk Rafill | & Coudit Cintrachon
b) Bank Rate { — Bnrrnwina Cost + — ‘ ) Bmw:nﬂ Cost 4
. Le.ndins (]
Le.nd.inﬂ T — Credit Expu.nsim Bonk Ratel | « Brcdid Expansion
S /)
p N
Bank Rate Vs Other Po{EcU Tools i
Pul.icu Tool L Nature Purpuse. Effect When Increased
|
((Bank Rate | | Monetary (Quantitative) | Controls credit in economy | Credit contraction, less lending

( Repo Rate’

Maneiu.r:j (Short-term)

Controls short-term hqudztﬂ

Liquidifu V, credit |

[ CRR

Monetary (Reserve)

Cnn{rnls MUHE-U SU.PPL'LJ

Mnneﬂ su.pplj V, credit |

(SR )

Mona{:ar:j (Reserve)

mpece

Ensure uquiclifﬂ & sa.{:eiﬂ

Less 'Fu.nc[s 'For [emﬂn&

5

-k

=,




+H [Bankinﬂ— Om@mam Sc.he.me.] s & 3rievance_—

Redressal mechanism introduced bﬂ the RBI +to
resolve customer complaint aaains‘c banks in a

quick , fair and inexpensive manner.

— Under this scheme, customer can file complaints

related to issues Llike wrong c.ha.rﬂe.s, de.l.aj in pa.-jmen{:,

- a e
ATM ; Che.que i Internet E Bn.nking'
Prnblema : clearance : Bankinﬂ : service
de.lnﬂ issues deficie.nc.s

—> The ombudsman act as an i’.nde;pendent au’charﬁ:\j
who inve.sﬂaafe.s complaints and cji'.ves decision

(awards) bindf;na on banks.

—> Ensurina protection of customer and pramo{:iﬁnﬂ

fair bankinj practices.

5 \
i§ [ How Ombudsman Scheme Works ? J k
SO ORIl
1. Customer 2. Ombudsman 3. Gives 4. Decision is 5. Ensures
files investisn{ea decision bindina on Prui:e.c:l:inn &
complaint the complaint (award) Banks fair practices
. J

[ Benefits of the Scheme ]

& g5

Quick Fair & i Builds Trust in
Redressal Impartial . for Customers Tm.nspn.re.nctl Bo.nkins Sﬂstern
. J

~

fi

Inexpensive Improves

- . . A . W -
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PARTIES OF NEGOTIABLE INSTRUMENTS |8

P L e . . T S N

|: Under the Neﬂo{:iab[.e. Instruments Act, 1881.]

1. INTRODUCTION :

*x A ne.aojci.a.bl.e. instrument (s an instrument transferable Neﬂoﬁable.

Ins{:rume.n{

from one person to another b:j endorsement and
cl.elive.r:j.

*x  Several Pa,rﬁes are concerned in maki.na ; ne.so{:ia.ﬁnj

and. e.n'ForanS a ne.ﬂoﬁo.ble. instrument .

Z. MEANING OF NEGOTIABLE INSTRUMENT :

—_—— o
As per Section 13 of the Ne.soﬂabl.e Tnstruments Act, 1881,

a ne.soﬂo.ble instrument s a meissor:j note, bill of e.xc.ka.nae.

‘ or c.he.c‘,ue. Pa.dable. either to order or to bearer.
\ \

o Different Fa.rﬁe.s FLQ'U different roles in the life of

o ne.soﬁo.b[e. instrument .

Vit

@ |heir rialnjcs and. liabilities are 3ove.rne.cl. l:):j the f 5.
Negotiable Instruments Act, 1881 S

= y,

. _.@E%%, .




3. PARTIES T0 A NEGOTIABLE INSTRUMENT :

== E— " —

The fol.l.owi.nﬂ are the i.ml::orf,o.n{: Fo.rﬁe.s to a ne.aoﬁo.bl.e instrument .

(1) DRAWER .
B T CWEE e R RS [
* The person who moakes or draws 3 Exu.m':le: :
the instrument . i A droaws o c.hzque. on Bank X i
* He directs the drowee to Poy | in f:wa ur of B. !
I |
a certain sum to the payee . @ ‘e ————t——— /
(2) DRAWEE ‘
W R WS P s e s |
* The. Fersnn or 'Forma.l. Fa..r{'.t‘ E Exmpla: :
|
on wl'\om Hrw_ Lns’c.mme.n{: t.s d.rmn : Ba_n_k x |,5, H\,e d,rme,g,_ !
* He is directed to moake the Po-ﬂﬂ"-ﬂ-ﬂ{"- s ORI O Pha W B )
(3) PAYEE .
W O = — - e e S RIS |
* The person to whom the Pa.ﬂme.n{: ! Exn.mlale. : :
ts to be made. : B is the poyee in the c.keque. E
* He is the named person in  whose : drowon bu A. |
fnwnur the instrument is drawn. W e e e i :
(4) ENDORSER I L
% The holder who si.ﬂns on the instrument : Exu.mFl.e - :
fm' the purpose of ne.ao{:i.u.{iun. i B endorses the d'\e.qrue. in favour E
% He transfers his r"'ﬂ hts to another : of C. :
person bt, endorsement . § T e e e e o e e -
r_ Ty
Note : SimPle Flow of Parties
All these Po.rhe.s i;crﬂe.{:her . 1 2 ‘ 1 . - \
moke the ne.sn{:i.o.bla g Drawee L Poﬂ“ o Endorser Endorsee
_ _ (A) (Bank X) (B) (B) (C)
instrument effective LW, ) | I ,
and. enforceable . | Neaaﬂu.ﬂun T
R T v i e i S e e e M e e e e =i




(5) ENDORSEE

?
* The person to whom the instrument
s endorsed .
* He becomes entitled to receive
F“ﬂm“t‘ |
(6) HOLDER :
* The person who s n Posse.ssLnn of
the ne.soﬂa.ble. instrument .
* He may or moy not be.{:he.laa.ae.e.
or the endorsee . !
(7) HOLDER IN DUE COURSE o
* A holder who takes the instrument
for value, in 3mc|. faith and without
notice of any defect .
% He 32.{'.5 o. better title to the instrument . .
ACCEPTER !

% The drowee who si.ﬁniﬁe.s his assent
to the order of the drawer.

* He agrees to Pay the instrument .

(3) ACCEPTER FOR HONOUR

* A person who agrees to Py the instrument
when the drawee refuses to n.c.c.e.l::‘l: it .

* He s se.cund.a.ri.lﬂ liable .

— . — e S S

C takes the cheque from B for
value , in Suod faith and without
knowlns any defect. He is a
holder in due course.

Exa.mple :
Clsiheandorsae.o#thachulue.

endorsed. I’S B.

Exmpl.e :

the holder .

¥
3
5
5
-
3
5
5
-

— e . . e . - m—

— — (— (S (S ) S S S A A S (S A S (S (N (S S S W

Exn.mpl.e »

i
|
|
Ba:cha.cce.P{:sthe.checLua |
b Lant n t. r
35|.3n3u {'. ;

Exn,mple. :
Bank Y u.cc.e.P{'.s the bl for
honour when Drowee refused .

e All these Pu.rﬁaa may or may not be different persons .

® (One person can oact in more than one c.u.Po.ci.{:U.




4. OTHER IMPORTANT POINTS :

*

*

All Fn.rﬂe,s must be certain and

identified .

Rights and. liobilities of each party
are 30‘”’&1"?\.&0‘. bd l-ﬂ-w

Each FOH:U should act in Snacl Sm.’th

5. SIMPLE DIAGRAM :

il 3 r 3 - B il )

Drower | Drows on g Drowee Pays . Po.ﬂe.e. Endorses " Endorser Rmive—i’ Endorsee
(A) (Bank X) (B) ) (B) (C)
Droaws the On whom To whom Transfers To whom
instrument instrument Poﬂmni is rl.ah‘l'.s bﬂ riﬂH:s are
* s drown mode endorsement transferred

L e N R . o L T . 3

Ne.soﬁn.{'.inn (Transfer of Riﬂl'd:s)

6. SUMMARY TABLE :

Maiik Fuiction. / Rola

Pn.r{‘.ﬂ Meoni.nﬂ :
Person who moakes or draws Creates the instrument and directs
Drawer .
the nstrument . . Pn.ﬁmeni'.
Person on whom the instrument Mokes the P ment to the payee
Droces s drown . or holder. 5
Person to whom the ment _
Payee SR EE P2 g Receives the payment.
Erdorser Person w:; 5u3n5{ ‘::; Transfers his ri.sl-d:s to another
purpose neqo n. person .
Erdo Person to whom the instrument | Becomes entitled to receive
e s endorsed. . Po.ﬂmnl:*
Holder Nerson in Pnsmai.un of the Entitled to sue for Po.ﬂme.n{‘,.

instrument .

Holder in Due Course

i

Holder who tokes for value,
n 3@&. faith and without notice .

Gets better title and free from
many defects .

Ac.r:.e.P’cor

Drowee who siﬂni.‘Fi.e.s assent

to the order.

Becomes bound to pay as per
the instrument.

Ac.c.e.Pfor for Honour

P‘E-‘I"iﬂﬂ. who Q.ﬂ’l'E.E.E 'I'.O FO.S wheu

drowee refuses .

Lioble to POy f drowee does

not honour .

i

-9 @

o
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| Page 5

7. KEY POINTS TO REMEMBER : CS Y

* One person. can be both drower and ]:o.ﬂe.e. i Re.me.mbe.r! “@ii
Py B B o )
% Endorser con olso be endorsee. E e) Neﬂnjd.n.bl.e instrument 1:
I e r. |
% Holder may or moy not be the payee. E __Tiukfiﬁ_tiﬂ:ﬁfi_of_:ﬂhtf' |
|
Each
% Holder in due course sejcs better Prn{:ecﬁon. || = T Fnr{ﬂ Flﬂﬂs s :
ll i.ml:»or’co.n.{: role . :
o | s e e e e |
% Acceptor becomes primasily iable. By mpegon raddit
I
* Acce.P{:or for honour ts 5e.c.nnd.o.ri.|.:j llable . : holders . :
e s e e e e A
8. RELATION BETWEEN PARTIES :
Between Nature of Ral.o.’cbnnskip
Drower and Drowee Drower directs drawee to pay
Drowee and Po.ﬂe.e. Drowee moakes Faﬂmenfc to poyee .
Po.:je.e. ond Endorser Pa.:jee. may endorse to transfer riﬁH:s.
Endorser and Endorsee Endorser transfers riﬁlm{:s to endorsee .
Holder and Drawee Drawee s bound to Py the holder .
Holder in Due Course and Prior Parties HDC can claim from any Fri.ur PM‘J
Acce.Pfor ond Drawer A Acuptor agrees to poy os per instrument .
k Acce.P{:or for Honour and Drawer Acce.la{:or for honour pays f drawer fails. |

J. POSITION OF PARTIES (LIABILITY) :

_,q

i Drn.we.r 1 AC-CE-P{'.GT* 1 i En.ciorse.r | rr Dru,we,r j ACEE‘P{:O"
(Primarily |~ | (Primarily | | (Secondarily | ~ | (Secondarily | (’?gf LT:;
 Lioble) Lioble) || Lisble) | | Lisble) s
+ \. y,
AN Liability flows backwards —— _______________ 3
NOTE o Pri.mn.rﬂ lia.loi'.li.f:j means the Pa.r{::j ts first bound to Pay .

| @ Secondary liobility means the party is lisble i primary party foils.
& ® Holder can Frncee,d. aﬂm{: any Lioble Pa.rl::j




~
10. SUMMARY OF PARTIES AND LTABILITIES : | Page 6]
Qo o
Pu.r‘:a C Role / Function _ T LL;.bLLLJcH
* DBad Creates and issues the Liable if instrument is dishonoured
instrument . for want of o.c.c.ap{:ome / Po.ﬂme.n{:.
Do | PO e SRR | ol e sesplasis.
s drown.
* Po.ﬂe.a Person %o whom Pa'ﬂme’“{ Con sue for Faame.rd: i dishonoured .
s to be made.
& Eadocser Si.an.s. for the purpose of Liable to endorsee if instrument is
ne.aaﬂa.{'.ion . dishonoured .
% Fadiiee Person to whom instrument Can claim from Pri.nr Pa.rhe.a on
s endorsed . dishonour .
*  Holder Person in possession of the Enbitled to vecat@) the \srcunt

instrument .

% Holder in Holder who takes in ﬂnarl foith, | Better title, free from many Pe.rsnml.
Due Course for volue and without notice . defences .

* ACCEPJCGT' DTﬂ.hJE.E. Wl’lo ﬂ.C.C.E.‘P{'.E H-w. Ll,a_l)l,e, ‘I;o Pa.a &k Pe.r‘ {;arm;.

instrument .

e Acce.P{'.or for | Person who pays when drawee

HQHULLT TE‘FLLSEE {'oO MEEP{: : ST -~

.

11. CONCLUSION :

cle]::e.nd.s on the ri.aH‘.s ond duties of these I::»o.r{:i.e.ﬁ.

g D QUICK REVISION & g
® Drawén \—> Creates instrument E e Holder — In possession
¢ Drowee — Mokes Pu.:jme.n{: i e HDC —> Good foith holder
o] Pﬂ.ﬂﬂﬂ —> R&CE-;NEE FO-HME.H{. | o) AE‘QEP{-'Q'— e Aarggs {',o Paﬁ
: |
o Eirse.r P -:‘n.ns'Fe.rs r?l:{:s 1 o A e c.e.P{:or -For Hovins = Po.ﬂs on :1 E—
o rsee —> KRecewes ri.ﬂ s celiaal E /




Pfscuss the Sa[fenf Fem':ures cnc “‘w: 'Pa.jel'
_Ngjg'l:fable Instruments Act, 1881

Introduction °-—
The Neﬂo'cfab[e, Instruments Act, [88] Is an

important commercial faw enacted to reaulmfe_
negotiable instruments in India. 1t came into
force on I5% March 1882. The Act governs

- promissory notes, bills of exchange, and
cheques. TIts wmain objective is  to facilitate
secure commercial transactiors by pmvi’dfnj
ﬂf_ﬁal recoanfﬁon to these instruments.

Tt iaUs down rules reaardi'na their creation,
transfer, endorsement; acceptance, dishonour,
and discharge. The Act also protects the
rights of holders and holders in due course.
It s‘crenafkens bankfn3 confidence and ensures
smooth circulation of credit in business
activities . The salient features of this Act

are discussed below in detail for better

undersfahdfng of the law.



lPaﬂe. 2|

The Act Frnvide.s a c.nmple.{:e. [eSaL framework 3ave.rnin3

1. Codification of Law Re.la.i:inﬂ to Neﬂoﬂable. Ins{:ru.men{:s':

he.so'tfu.ble instruments. It defines their nature, essential
elements , parties TISH:S , liabilities , ne_sni"l:aﬂan , endorsement ,
presentment , dishonour and dischu.rﬂa . It removes uncertainties
in commercial dealings and lays down uniform rules applicable

'l:hrnushuwt India. BH cadhc-:jins the law, the Act brinas cLa.rH:U

and cansis{:enctj . It  helps courts, bankers and traders in

undersfandfns their rish’cs and. oblisaﬂans. Thus , it forms

the Ffoundation of wmodern commercial +transactions .

s Racoﬂnises Three Tﬂpes of Ne.so{:ia.ble. Instruments :

The Act SPeci'Ficalla recognises three ne.soﬂubl.e. instruments .
These are promissory note , bill c'!: e.xc.hanse and c.he.qu.e..
Each instrument has distinct features but all are transferable
and enforceable . They play a vital vole in business and
ba.nkfnﬁ ope.rn.ﬂuns . These instruments are the backbone of

commercial credit S:js{:e.m in India.

| Types of Negotiable Instruments

— ———e

r N g ) r \
(1) Prnmissur:j Note (2) Bill of Exchange (3) Cheque
L ) A =
O l—_ O . 3T
C REEN .
A written promise btl A O trter bﬂ the A written order dire.cﬁna

drawer d.irec.ﬁns the

the maker to pay a the banker to pay o

drawee to pay a certain

certain sum o‘F monaﬂ certain sum n{: mnn¢3

sum of money to the
to the payee. payee.. to the payee.
-




Pase 3

3. Free _ﬁ'ans‘Feral:_ﬁlﬂ:ﬂ_ of Ne.so‘l:iable. Instruments :

One of the wmost Empar’:a.n": features of the Act is that ne.ﬂnﬁa.ble.
instruments are 'Free.l.ﬂ transferable from one person to another.
The.ﬂ can be transferred in the ‘Fnllaminﬂ ways -

r N\
¢ Btl de.live.rﬂ alone, if the instrument is [ Raodln of i g Salle Tasbramant 5]
Paﬂa.ble. to bearer.

deli it th r T 2
* Bﬂ endorsement and e.l.we.rtl & 4 the Pu.ﬂa.bl.e. g Po.:ja.ble S Ovider

(Deli very ) (Endorsement + Del.ive.r:l )

instrument s Pu.ﬂa.bl.e. to order.

his feature 3ive.s these instruments

—s —_—
the property of negotiability and 2= ol e =1
—_— — =
makes them easy to circulate in
. Transfer 53 -I'_ra.na'Fe.r bH
business and commerce. de.l.ive;rﬂ alone . endorsement and de.live.rs.
& >

4. Holder in Due Course:

The Act Sives apecial Pro{:e.c.ﬂnn to a holder in due course. Such a holder
3&1:5 a better title than the previous holder. He can enforce the instrument
free from many defences available n.sainsf earlier Pa:rﬁe.s :

To be a holder in due course, the Followins conditions must be satistied -

s N 4 A - “ s \ 4 . —
| ; : The instrument
Fov walicable 'Be.fa*r'e. the Tir amd Without notice oot L
sonsideradion Ll instrument L faith - of any defect 5 complete and
becomes due in the title reqular on its
' 4“ face
"”4’.§ ' = —
\ J \, J/ . J . i \_ — y

This feature enhances the re.liabili{:ﬂ of neanﬂa.ble. instruments and encourages

PE&‘P'.E. ‘{:ﬂ ﬂ.CC.E.P‘t ‘Ehem in bLLSiﬂE.SS de.u.l.fnss W&hﬂﬂ.‘t 'FE.ELT .




0.

PresumEﬁnns under the Act : (- Pa.se. ¥

The Act raises several presumptions in fovour of neﬂo{:iable instruments.
These presumptions are legal assumptions of fact which the court ~

mP{g unless the cnn'f:ra.r:.j is Provu:l. Thcﬂ simpliﬁj the PMF and Pﬂesumpﬁuns under the NI Ad:, 1881

Promn{:t the smooth *Funr.ﬂnnins of business. E g
Instrument made

! . - - for consideration
Impnr.n.nf pre.sump‘!:mns include ) - 1

e That every neﬂoi:iable instrument was made for consideration. 2 y
Date on the

¢ That the date on the

instrument is correct. P

correct

¢ That the instrument was mpted , endorsed, transferred,
delivered etc.., in due course.

e That the transfer was made before the instrument became due.

o Thet Bhe holder B & Ralidew Th dioe: onivee: T"“"‘: :“ Holder is a
be holder in due
These umptions place the initial burden on the rson who instrument w
presumptions p pe N | o
denies the validﬂ:s of the instrument. \ /

6.

Endorsement and Niﬂf_ﬂa{:ion:

The Act provides detailed rules reaa.rdinﬂ endorsement and ne.snﬂu.ﬂnn of instruments.
Endorsement is the s.isna.{:ure. made on the back of the instrument for ne.ﬂnﬂu.{:inn .
tha‘!:iaﬂnn means the transfer of the instrument from one person to ancther.

[Tgpea of Endorsement ]

‘ ! {

PRIy, A I

r N 4 "y y ™ ' ™\
(1) Full Endorsement (2) Blank (3) Restrictive (4) Conditional \Il (5) Special
i Wt anckisedie Endorsement Endorsement Endorsement Endorsement
signs and 5Pe,d-Figs When the endorser When the endorser When the Pnﬁmcn{: When the instrument
the name of the signs but does not imposes a. condition is made subject to is endorsed for
endorsee . specify the name of on further a condition. collection.
e.g. - P"ﬂ to the endorsee. ne.aﬂﬂaﬁan. e.g. = Pu.s to A e.g. - Pnﬂ to A
A. B. Singh. e.g. - Dnl‘nj siamﬁm. e.g. - Pa.:j to A only. on delivery of goods. for collection.

. S i o J \ J/ \ /

Pmper endorsement and ne.snﬂnﬂan ensure le.aal transfer and Profe.c.{: the risl-d:s of the holder.
The.:j also maintain the chain of title of the instrument.



f

Thus, the Act ensures that every party involved is responsible for the due

8.

Lio.bEl.H:ﬂ of Parties :

The Act t:l.earla defines the lEo.bIlH:!j of all the parties concerned in a nesn{:ia.ble

instrument . Each Pa.r{::.j s bound to fulfill his :rbi.ian.ﬁnn n.cc.ordinﬂ to low.

The main Pa.rﬁe.s and their liabilities are -

e Moker of Prnrnissnra Note - He promises to poy the certain sum of

money to the payee .

e Drawer of Bill or Che.q'ue. - He drows the instrument dire.cﬁns

paﬂmeﬁt :

¢ Drawee — In case of bill, he is directed to make pa.ﬂmc.ni: or

a.r_ce.Pfance. ;

® Acceptor - He oaccepts the bill of e.xcha.nﬂe. and promises to poy

u.ccoﬂinﬂ to its terms.

e Endorser — He transfers the instrument b:.j endorsement and is

liable f po.amenf is not made.

e Holder — He is entitled to receive the amount and has the ﬁﬂh{:

to sue in case of dishonour.

Perfm-mance. of his abﬁsaﬁon.

Rulef. Reﬂa:dinﬂ Pr;e.se._n{:m_e.n{::

Presentment means the act of 'Formn.ll:.j d.e.rnnnd.ina acce

( Page 5|

-

| Liability of Parties in o Negotiable Instrument |

L

i Maker - Promises to pay the u:'rba.inw
sum of money to the payee .

"

.
Drawer = Draws the instrument
dir:cﬁna Fuﬂmtn{ :

..,I

A

Dyowee = Directed to make Po.-dmmi: |

or ar.a.Pba.ncr..
- R

J

[ Acceptor ~ Accepts the bill and
! promises to pay as per terms.

~

*

i Endorser = Transfers the instrument j
bﬂ endorsement and is liable if
. Puﬁmn'l: is not made.

o

] Holder - Entitled to receive amount ]
nndhnsriahtl:asuainm;o{'
dishonour.

~

bance or Pn.ﬂrncnt of the instrument.

The Act |.a.t|5 down sptwiﬁc. rules as to when, where and how the instrument should be P-rese.nl:e.d.

There are two 'E:.,Pe.s of Pms:.n{:rngn{: -

[ Rules Re.sn.rclinﬂ Presentment ]

'

[ (A) Presentment for Acceptance (in case of Bills) ]

; ; +

-~

e

Must be made It should be made If not F‘rt.senfed. e
to the a. reasonable due time, the drower
within time. may be disd\orat.d.

drawee at

hour.

!

[ (B) Presentment for Pa.HmE.n‘t (in case of Bills or Cheques)

v v v
i
Must be made It must be made If net Frtf-ﬂh‘bed in
to the acceptor at the proper due time, the Pﬂfﬁtﬁ
or maker. Flm:e.. may lose their rish{:

of recourse.
5

=

Proper and ﬁrnr.lﬂ P-rese.nf:me.n{: is essential to fix the liabi{ii:ﬂ of p-aﬁ:ie.s and to claim Le.aa.l remedies

in case of dishonour.



9.

Dishonour and Notice of Dishonour :

An instrument may be dishonoured either bH nun-mptance
or 53 nan—PasmenL When dishonour occurs, the holder must
sive. notice of dishonour to the Pcnr{:ica who were liable on

the instrument.

Imporko.n{: Po'ini:s re.sardins notice of dishonour -
e Notice must be Siw.n within the time Pru;::ﬁbe.d bﬂ the Act.

e It must be in mri{‘.ins.
e It should be ﬂive.n to all Po.r'l:ic.s liable on the instrument.

o If proper notice is not ﬂive.n , those Pa.rl:ie.s are discha.rﬂec:l
from lia.biliis.

This Frovisinn ensures fairness and 3ive.s an nPPorl:unHﬂ to the
Pa.rﬂe.s to make Po.sme.n‘!: and avoid lcsa.l consequences .

E) . Other Im Por'l:u.n{: Features :

Penal provision for dishonour of chequ.e - Section |38 wmakes
dishonour of cheque for EnsuFFicie.nc.S of funds a criminal offence,
subject to certain conditions.

Protection to bankers - The Act Pro{'.ed:s Pa.ains banker and
c:nllecﬁns banker who act in aood faith and without nzﬂliﬂtnu..

Crnﬁsina of checl,ue.s - The Act recoﬂnise.s c.mssins s r.keq,uts
(ae.nf.ral, special and account Po,:jee.) for safe Paﬂment,
Electronic and truncated che.q_uts - The Act mccﬂnir.as electronic
chaques and quu.e. truncation sgs{:em to Promn{:e. modern bo.nkins.

Encouragement of trade and commerce - B.lj ensuring easy transfer,
legal protection and quick remedies, the Act promotes confidence
and smooth circulation of credit in the cauni:r:j.

o

[ Page 6 |

~

[Disl'-.onaur of Nasoﬂa.bla Insl:rum:n’l:a]

|
! !

i b

(A) Nnn-ﬁi.cctp{:ance (B) Nnn-Po.ﬂmen{:
(In case of Bills) (In case of Bills

When the drawee i Che:l,u:.s)
e n.ccmpf: When the amount

due date.

Notice of Dishonour
Must be given to all Po.r‘l:i:.s liable
within the Prt.sc.ﬁbe.d time..

L r

r.r oy
Protection to bankers
The Act Pru{m:h bankers wheo pay or collect
instruments in sood faith and without ntﬂliatnu.

[Cﬂ:lne.r Important Features J ~

Penal provision for dishonour of cheque ‘
Section 138 Pfovid.u Punishm:n‘t for dishonour

of dw.u.q'ut. due to insw Ic:tnt.u of funds.

-

L

Cmssina of c.hcqut.s ﬁ
g Provides for general crossing, special crossing

and account payee :.mﬁns for ut.uﬁts.

Electronic and truncoted c.h!.que.s
Ru.osnius electronic ch:clrm and CTS for

faster and safer b-r.mkinﬂ,

Encauma:m:nf of trade and commerce
Ensures easy transfer, legal remedies and

confidence in commercial transactions.

The Nasn‘l:ia.ble Instruments Act, 88| is one of the Pill.n.rs of commercial law in India. It vaicle.s a
carnplel:t le.sa.[ framework *rela:]:ins to Promisso'rg notes, bills of axchunse and che.c;ue.s . Jts provisions

msu.rdins {:ra.ns'l:embilil:a , holder in due course, Pre.surnpﬁﬂns, liabilities, presentment, dishonour and remedies

ensure certainty, security and confidence in business transactions. With the inclusion of penal provisions

for chtq'ut dishonour and racnsniﬁon of electronic instruments, the Act remains relevant even in wmodern

times and continues to 5u.PPoH: the srnmﬂn of trade, commerce and l::-a.nkfna in the c.nun'l:ra :




DISHONOUR OF CHEQUE AND ITS REASONS
AN R T 202 REAGUNS

UNDER THE NEGOTIABLE INSTRUMENTS ACT, 1881
ATt e S ST T Y. YWy SO0

1. INTRODUCTION

4 r e

Paﬂ Q. C.E-T'{:l‘l;..ﬁ sum {J‘F T’f‘lﬂﬁﬂﬂ ‘f:o 'H‘IE. PCI.UE.E.

it s said to be dishonoured.

The Act provides remedies 4o the payee,
Pena.(. Lf.a.biLH:S under Section 138.

-

————

A c.heq_ue. s a written order bd the drawer to the bank +o

If the bank refuses to pay the amount written on the c.l'\eclue.,

s _P_’IEANING OF DISHONOUR OF CHEQUE

* ~

Pe.rm?.f:fe.d under low or bn.nkinj Fra.ctl'.c.e..

ce

reason for nan-Pagmant , called

[ 4
or  banker’s memo”.

-

Dishonour of c.heclu.e. occurs when the bank

returns the c.ke.clue. u.nPn.Ed due +to any reason

The bank 3Eve.s. a memo or ELEP .s{:a.{:inj the

T'E.'ELL'I'n memo

~
or his order.
Enclu.cﬂnj

Y

»

3. EEASQNS FOR DISHONOUR OF CHEQUE

A c.ke.ciue. moy be dishonoured for the -Faltominj reasons :

——|  REASONS FOR LS
; DISHONOUR OF CHEQUE Z

4

Y | O, !

]

r » ~ s ~ - = - ~
@ Insufficient (2)  Exceeds (3 Account (3) Payment
Funds Awanje.me.n{: Closed S{:GPPe.d.
Not e.nau.ﬂln balance Amount exceeds The drawer’s Drower instructs
in the drawer’s overdraft or credit account is closed the bank to stop
account . Llimit . before l:vn.:jmc.n{:. Pntlme_n{; )
, = = = w, - J .

¢« {

y

== Y

[® Signature
Differs or Ove.rwri.ﬁrltj
Slann.{:ure. on c.haclue. Anfj unauthorized
does not match bank’s alteration makes
record . the r:heclue. invalid .
. Y & ) S

g 4 =)
Material Alteration ® Stale or Post-dated

Cheq_u.e.
Presented after va.l.i.difﬂ
Parlnd (3 months) or
before the date.

Pag

e 1



DISHONOUR OF CHEQUE AND ITS REASONS

UNDER THE NEGOTIABLE INSTRUMENTS ACT, 1881

4, LEGAL PROVISION (Section 138) f )
A 4 e o ) [Pmcess under Section 133]
P If a cheque is dishonoured for any reason
due to insu#icianca of funds or other [' 1. Cheque issued by drawer. ]
reasons, the payee can wmake o demand ; L
" Pgrant. ‘m [2. g pessiali t Bosh, *l
P If the drawer fails to poy within 15 days
of receiving notice, he is liable for penalty. [8 [3' Cheque dishonoured.. ]
P This is a criminal offence and is punishable ¢
with 'merisanme.nl: or fine or both. [ Q [ %. Kpties, sunt. by S daﬂs)']
P This provision ensures the creditworthiness :g.g & Bzioas Fnll}ﬁo pay within 15 days |
of cheques in commercial transactions. h = | of notice.
v
| & N=fodhe fles complaint (within 30 doys |
B 9 cauen o daiand.

b.— — -

. EFFECTS OF DISHONOUR OF CHEQUE

5
% Loss of Tﬁpu{:n.ﬁnn and c.fe.d.ibiw:s of the drawer.
* Le.sa.l. action moy be initioted b3 the poyee .
* Criminal uo.bil'd::.j under Section 138.

% It offects business re.l.a.ﬁunships and trust.

\
i IMPORTANT POINTS TO REMEMBER L |
| \ ] |
i @ Chec.l’ue. s a ne.so'l:ia.ble instrument . * KEH Point :
: @ Bﬂ-ﬂk diS"lohﬂl.l.TE {'-I'\E c.her.['we. ‘FD"I" VCI.U.CI. reasons. Dis.honnur o-F d\e,q'ug :
: @ Po.Ue.e. must sive. notice of dishonour within 30 d.ot‘s , ts not m‘lﬁ o civil :
| wrong but also a |
: @ Drower must Pay within 15 d.a.35 of notice. B |
: @ Failure to pay leads to canLain{: under Section 138. under the Act. W :
Ll VLY S . N S T s ey S !

66 A cheque is a promise to Pay,

Dishonour breaks trust and invites Peno.l.ta . 99



DISHONOUR OF CHEQUE AND ITS REASONS
UNDER THE NEGOTIABLE INSTRUMENTS ACT, 1881 -

6. REMEDIES AVAILABLE TO PAYEE :

Re.me.cl:j ' Details
@ Le.so.l Notice

4
b

Pa.:je,e. sends written notice within
30 da.:ls of dishonour.

@ Cﬂmplainf Fi“ﬂﬁ > Pa.ﬂu. files c.ompla.ln{ within 30 do.:js

of drawer’s failure to pay .
| E F__T |

@ Trial Bﬂ Court —+—> Court tries the case and may | Re.me.mbe.r I

lmPose. Funishme.nf : |

The law is made to
ensure trust in bonkins

and. Pro":ec.{: the riﬂh‘lr.s

%

@ Punishme.njc —_ Imprisunme,nf up to 2 years or

fine up to twice the dneﬂue. amount
or both.

O'F ‘H‘I.E. Pﬂﬁﬂﬂ..

@ Compansnﬂnn

1
v

Court may award c.omPensn.ﬂnn to
the payee . L

7. SUMMARY FLOWCHART :

/“fﬁﬁr’F@W E E

5

3 S8 N [ i Y i & Wi i)
1. Che.c‘ue. 9. Reasendad 3. Dishonoured 4. Notice I"ﬂ 5. Drawer 6. Coml:u[oin{ F. Case tried
1ssued bﬂ > b bk > (n.md valid - ¥ payee within P/ fails to = —>| filed bﬂ payee —» 1::3 court &
drawer . reason). 30 do.:js. within 15 daﬂs. within 30 daﬂs. punishment
\ F N o N _) \ Y . v . _J y imposacl. J

8. IMPORTANT CASE LAW:

r—.—h

—— —

“
|

H Rn.nsnPPn. v. Sri Mohan (2010) 11 SCC 441 - The SuFre.me. Court held that existence
of l.esn.lla enforceable debt is o Pre.aumpﬁnn under Section 139 of the Act.

% Hiten P."Dalal v. Bratindranoth Ba.ne.rjae. (2001) 6 SCC 16 - Tssuance of c}\eq‘ue.
.f-.uppar'l:s the presumption thot it was issued for consideration .

Ko

9. CONCLUSION :
i Dishonour of chtq'ue is a serious matter under the Nesn‘l',inb[.e. Instruments Act, 1881.

—_— — -

Tt offects the trust in financial transactions. The low Pravide,s o balanced re.rne.d.:j
to Prn{:e,d: the riskts of the payee and ensure n.c.c.aun{:o.bil.ltt] of the drawer.

Therefore, one must issue c.]ne.qrue.s mPonsibla and maintain sufficient funds.

® e Trust in Cheﬂua s Trust in Commerce @




| EGAL IMPLICATIONS AND REMEDIES |fea!]

FOR DISHONOUR OF CHEQUE
I: Under the Neﬁaﬁable. Instruments Act, 1331]

% 1. INTRODUCTION :

-\

~

A cheque. ts dishonoured when the bank refuses to honour or
pay the che.ciue. on Preae.nfo.ﬁan. If the dishonour is due to
insufficient funds or other reasons covered under Section 138
of the Neﬂaﬁo.ble Instruments Act, 1881, the drawer may foce

civil as well as criminal Lliabt I.;i‘-j.
\_ )

% 2. LEGAL IMPLICATIONS :

@ Criminal Liobilitj (Section 138) := The drawer may be Prnse.cu'!:ed f the cl'\e.cluz.
s dishonoured for insumcie.ncd of funds or f it exceeds
the m-rnnse.me.nf with the bank.

@ Sfaiutord Notice i—=  The poyee must lssue a Lzﬂn.l. notice to the drawer
within 30 cla.ﬂs from mce.ivina the c.he.qvug. return memo.

@ Fatlure to Po.:j ‘— Tf the drower does not make Pa:jme.n{: within 15 d.a.us
of re.c.e.ivinj the notice, a criminal c.nmpl.o.l'.n{: can be filed.

@ Puﬂ;-ﬁl’lm*-‘-ﬁt o™ The court maﬂ l'.mPosE. EmPrismmm{: up to 2 Ue.n.rs ’
or fine up to twice the c.het:',ut. amount , or both.
@ Civil Lia.bilifﬂ = The pPayee may also file a civil suit to recover the
d\ac;ue. amount nlonﬂ with interest and costs.
oo

% 3. REMEDIES FOR.DISHONOUR OF CHEQUE :

Present the c.he.cl‘ue. a.ﬂmn within its va.lu.d.d‘,:j Pc.nod of nPProPrmi:ei_._ _
Send o Lcﬂn.l. demand notice within 30 daﬂs of dishonour.

Wn.d: 15 da.us for F-aﬂme.n{: b:j the drawer.

Ft!.e. Q. c.nrnl:bl.a.r.n{'. be:Fm tke c.uml:»d’.e.n{: Moﬂl.s{'.m‘ta w;tkm 30 daﬂ;ﬁ
after the ExPLT:j of the 15- da.:j notice Pe.rmd

© @@’@'@'

iy
&

Claim mmPe.nan.fmn and. recovery of the c.heque. arnuu.nt {:kruuﬂk

civil Pmcaed.mﬂs. where o.PPcha.ble




LEGAL IMPLICATIONS AND REMEDIES [P 2
FOR DISHONOUR OF CHEQUE

FLOW CHART OF SECTION 138

4. PROCESS UNDER SECTION 138 (N.I. ACT)

1. Chaq,ua issued b:j drawer . }

.

8 Che.c‘ua Fres.e.n{ed. to bank. ]

' E

@ Section 138 Fmvues o surnma.r:.j criminal remecL:l.

@ It s a time-bound process and all 5+.eP5
must be followed sfrlc.{:l,ﬂ.

3 Chtc”ua dlskonuured. . }

v

4. Notice sent b:.] payee (within 30 Jaﬂs)]

. .
[ 5. Drawser fuils b pay within 15 daus | |
of notice.
.

6. Payet Bles complaint (within 30 days | |
|
I

|
|
l
|
|
|
|
|
|
@ The couse o*F action arises nrnl.-d u:F{'.e,r e.xplrﬂ :
of 15 s from the receipt of notice b :
doy P y

|

|

|

|

l

|

|

|

|

the drawer.

¢ The c.nmpl.oin{: must be filed within 30 clo.:js
from the date on which the cause of action

arises .

5. REMEDIES AVAILABLE TO PAYEE of couse of action).

y’ R o mae— s — AP e o Bl el el A il e 7
Re,madﬂ D tails
4 Leaal Noki Pa.:ju sends written notice within j NOTE é’ &‘
s o 30 of dishonour.
dﬂﬂ5 - | % Dishonour of checiua s o seriwous

2. Complaint Filin g P“ﬂ"-“'-" tiles "-"‘-"“':P{“i“{ within 30 days offence and affects the trust in
of drawer’s failure to i cnmme.rclal transactions .

3. Trial by Court Hlagistrata ““‘*“‘Ew’“‘“l n AN % The Act bolances the rights of
e pusgilh il i Ll — | the payee with a fair nPPorl',un tﬂ
mprisonmen , or fin to toﬂwd.rn.w to make ment .

b, Pudikois Imprisonment up to 2 years e up er Po":l e

twice the ch t or both. === A8 b=
e “"“- AS w Compound.mﬂ o o'FFe.nc.a LS

3 CumPensnﬁan Court may n.mn.rd.- cnmlnnau.'twn to the | Fe.rmuﬁed. under Section 147 |
poyee under Section 357 Cr.P.C. F\ﬂ of the Act.
\ — N -

e

6. IMPORTANT CASE LAW

5

S SN Em—— e E— e —" i — E— e S e e S S S e S S S SR S S S S S - S —" — m— -

@ Ru.naappa v. Sri Mohan (2010) 11 SCC 441 - The Supre.me. Court held that existence
of le.sall:j enforceable debt is a Pre.iumpﬂun under Section 139 of the Act.

4 Hiten P. Dalal v. Bratindranath Bn.ne,rje.e. (2001) 6 SCC 16 - Issuance of c.keclut.
suppur{s the Pre.sumpﬂun thot t was issued for consideration.

¢ M.S. Nn.ra.ldann. Menon v. State of Kerala (2006) 6 SCC 39 - The t:.umplo.hw.n‘lz must
prove that the t:.l'w.q_ue. wos issued for a leaa.uﬂ enfforceable debt or uo.blu{;a.

S T S G S S A el SN A e S R S S S S e . - —— - - —" ——" —" —_ —"—"—_" - — o —"— i — — e —

@ chmcmbefl ) A dishonest cheque can lead to prosecution, punishment and loss of reputation.
—) Ahuaﬂs Lssue c.heﬁue.s resPonsu.bl:j and. maintain sufficient funds.

0‘%0 -0

— g —— — ——

I
I
|
|
I
|
|
|
I
|
|
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LEGAL IMPLICATIONS AND REMEDIES (-2
FOR DISHONOUR OF CHEQUE 7

[ Under the Negotiable Instruments Act, 1881 ]

7. KEY. POINTS Z

ﬁ-——ﬂ_—_-—_—_-—______—__——_—_-—-

% Dishonour of cke.c"ue. s an offence under
Section 138.

*x Po.ae.e. must follow the Prnc;e.cl.ure. 5{:1-3,:’1:].3.

\ Z
73 REMEMBER | { ol

- % Notice = 30 cla.:js

I

' X Paﬂmen’c time — 15 daUS |

- % File comPLa.i.n{‘, — 30 doﬂs/g

commercial transactions .

% Court moy award c.amFe.nsaﬁun to

— — — — — S — — —— — — — — — — — — — — —

|
I
I
|
|
|
|
|
i * Tt ensures faith in bu,nklns &
|
|
I
I
|
|
|

{'.l'l.e. ‘Faﬂ ee .

h-—u——————_-—_—_--—_—_—-"_—_——_-#

8. SUMMARY FLOWCHART
r~ 3 " =N ( 3 I 3
' i 2. 3 I |

Cheque (5| Presented —»| Dishonoured [ | Notice b{j | Drawer fails [ pf Complaint filed L3 Trial &

( £ r“ ™ = —

issued . to bank. (reason) . poyee within to pay within within 30 daﬂa remedﬂ |:3
i i 1 JN\O 30 cloﬂa. ] 15 da.ﬂﬁ. | L_OF default . L court . j
9. CONCLUSION

¥ Section 138 of the N.I. Act Prafe,c{:s the rish’cs of the payee .

¢ It Pravicles qru.i.c.k and. effective re.me.d:j for dishonour of c,lnzc"ue.. , R £
¢ It Promn{'.e.s hone,s{'.a 5 rasPnnsibili’cﬂ and trust in financial d.ea.linﬂs. - @

A dishonoured. cheqvue. shakes trust,

A ﬂme.l.:j re.me.cl.tj re.ajc.ore.s- ut. 99

h~—_——_—-—l.-————....-.--.-._.-...-_-__.—_—.-|-.a.—_.|--_..___——||—|..--.—.—-_..—|.——————ﬁ




X 1. MEANING OF NEGOTIABLE INSJTRUMENTS

7 % Essential Points :
Definition : k Tt must be in writing.
According to Section 13 of the % It must be signed by the moker or
Nf.aﬂjcw.bl.e. Tnstruments Act A 1381, drawer .
“ A neg et Gl ok A o * It must contain an unconditional
_ : Pﬁﬂﬂﬁa or order.
promussory note , bull of e.xc.lno.nﬁe. Tt wuct be Po.ﬂa.bl.e. b ol
or c.l'w,cv.l.e. Pa.:jobl.e. either to order boc faedes
or to bearer.” * It must be o sum certain of money .
% Tt must be poyoble on demond or
" / ot o certain time.
<4---—-———————————— 2 o—> %4—- e e e Sy i e e s e e e i >
X 2. PROMISSORY NOTE
A Frcmissnrﬂ note s o written and 5?.3na.ci document containt an
unconditional Prumise. b:'j the maker to poy o certain sum of money to
the payee or his order .
Ac.:ardi.cﬂ to Section 4 : Essentiol Elements (5.4)
1 (el b o winn, ]
453 “A mewﬁﬂwB note is an (:> i
e w;_{-mﬂ {nok @ It must contain an unconditional und.er{akmﬂ
be.m.ﬂ o bank note or to s I
currency note) curd;a.mmﬂ § -
J It must be sianed the maker.
an unconditional @ Lﬂ {obﬂ ' I
urdzr{:n.kmﬁ ; 5Lﬁn£,cl b'd @ IJc mu.s{: Prnmt.se. Fa'ﬂ o c.e.r{'.o.m sum
U'w. .mo.ke.r " ‘l’.o Po'ﬁ o mnnaﬂ unj.ﬂ :
certoin sum of money. only Paumenk must be made to, or to the order
£° xSF I':O uw ard'e'r O'F’ @ O‘F Q. EEI‘"‘:Q-;-“ erson or £O bEQr'E-I"
a certain person, or to : P ’ |
@ bearer.” @ | Tt must be poysble on demand or ot o
D certain time .
EmeLe Flow :
. a " L aw Gwe.rw' :
.Mo.ker s » Po'ﬁ? ol Prnmi.s.mrﬂ notes are 3nve.rned. l:::.j the
| gt i) | (Ructives Pome®) | Negobiable Instrumants Act, 1881

NOTE :
s AN Prumi.isarﬂ note does not tnvolve any third Pa.r{a It s o direct

Prnmi.s.e. 1:3 the moker to the poyee . %




% 2. PROMISSORY. NOTE (Contd.) |

Randing o Qe # ¢ ,  Essential Requirements of Promissory Note :
e N N
Ny _ _ . * It must be in u.lrl.tms

,

A Prorm&s.ar B note is an instrument in * It must contain an unconditional promise

mr?.ﬁns (not be.;.r\.s o bank note or to poy .

currency note ) cnn’t,o.mma an unconditional % * It must be siﬁneci bﬂ the maker . ‘
*

und.er{:okinﬂ, 513ned. b‘.j the moker, to pay | It wmust promise to poy o certain sum of |

o certain sum o-F money onlﬂ to, or to money onl:j
the order of, a certain person, or is | * Po.:jmen.’t. must be made to, or to the order

L of, o certain person, or to bearer.
Sdaioinidh K | * Tt must be poyable on demand or of o
i ‘o certain time .
Exa.mPLe mc Promi&snru Nn{'.e. -
W Rs. 50,000/- Guwohatt
PROMISSORY NOTE 15 May 2025

I, Rojot Shorma, of Guwohoti, promise to pay Rs. 50,000/~ (Rupees Fifty
Thousand. nnl.ﬂ) to Mohit Vermo, or his order, on 15 Julﬂ 2025, ot Guwohati.

For volue received .

Sd./-
i (Rajot Sharma) Z
Parties to o Prumissar;j Note : :( # ;@- ];.emmbe,r [ : _ﬂl
@ Moker (Drower) — The person who makes the promise . | e It s o promise in wri.{;ina i |
@ Pu.ﬂe.e. ~ The person to whom the payment is promised . . ;’: Eri,{;:m::j;[el,{;_

@ Holder — The person in possession of the note.
@ Endorser — The person who irw&.r& the note b:'j endorsement .

e It s naﬁaﬁoble+
e It differs from cheque
in the sense that clv.cl_ue.

— - e -

(5) Endorsee — The person to whom the note is endorsed. s on order, promissory |
note s a Prnm.;.;e..
g e ot e D il el e
Difference between Pramiss.?:ﬂ Note and Che.ﬂu.e. : Important Sections :
Basis Prumi.ssurﬁ Note Chzq_ue. ® Sec. 4 — Definition of
Prnmissnr:j Note .
Noture It s a Fromise. to poy It s an order to POy o Ban B Pmm;,ﬁo,-:j note
: : to be in writing .
Drower Drower is the moker. Drower &mmmﬂer’caﬂmhnk, e C €& = Siﬂ i‘_;.
Acup’cm No mP{:we. rec‘_uirzd.. Accep{'.u.nce not mci,ui.re.c{. e Sec. ?Lﬂ-;n:furnm rotik ,_,,._3
Dishonour Ltn.l:d.n.i::j s of maker. Lm.bl.l.:.fa‘.j s of drower. ® Sec. 9 — (Certoin sum
| _ & s,

@ Sec. 11 — When Pa}jo.ble.

A Promi.s.sor:.j note is the foundotion of credit. It shows the maker’s Prormse.
and creates trust in business and trade. _%g




%y BILL OF EXCHANGE - (g1

1. MEANING / DEFINITION : <. ESSENTIAL FEATURES :
Accard.i.nﬂ to Séetion 5 of the Naaoﬁn.blg * It must be in mrd:umﬂ
Tnstruments Act, 1881, “A bill of exchange * It must contain an unconditional order.
isnnhu{‘.rumm{:hxwrlihxﬂcm{:alrﬁnﬂun *Iﬁm&ib&alﬂm&bﬂuwmku(drw).
unconditional order, 5i.3n.ed. Iaﬂ the maker, * It must direct o certain person to poy
clirac’chmﬂn.cer{:nlnpersm{:opaﬂn.mrl:o.hm ﬂ-mr'tﬂinmﬁma-
sumofmaoriﬂ{:o,nrko{:h.eodzrﬁ, *Poﬁman{:mu.stbe{:o,ur{:oﬂmnrdarof,
o certoin person or to beorer.” o certain person. or to bearer.
- J * It mu.s{‘.bef)oﬂabl.e.md.errmdo
ot o certain future time.
3. PARTIES TO A BILL OF EXCHANGE : : ——
Remember ! 3 ._
@ Droawer (Moker) — 'lhepe.rs.nn who mokes and draws the bill. A ’ \
@ Drowee — The person to whom the bill is addressed. o Bill contoins an order.
@Po.ﬂee. — The person to whom payment is to be made. lChe%ue.lsu.biu.aFaxokanaa
@® Endorser = The person who transfers the bill by endorsement. drgn @n o specified banker
@ Endorsee - The person to whom the bil is endorsed. ;an I::Joble i t;:ndbu{:
. ¢ cheques are bulls,
@ Holder -~ The person. in  whose Possusinn the bill is. ol bi.u.? o Mm
J
4. TYPES OF BILLS OF EXCHANGE :
PP C S e e 6. ESSENTIALS IN A BILL :
% Trade Bil: Drawn in the course of business W:"Tw“
for the purpose of trade. 1. Heﬂd‘ﬂﬁ —- “Bill of Exchanﬂe.
----------------------------------- 9. Dobs = Dabs of Hhe Kl
'P'Accomdnﬁonﬁill:l)mwn{:or{:hpurpomo{: . Amuun{‘.—Sumcar{:a.bonmmS.
u.ccomrrwd.a.’ci.nﬂ some person without any consideration . b Ddin - Vsndiiadl il 4 pay
5. FLOW OF A BILL OF EXCHANGE : O Drower's Sigrature.
S s A S O 6. Name of Drowee.
rDrm; Daes: ] Pays FP | i FE jﬂrgwmﬁ 7. Name of Po.aee..
(Maker) [ e | T (Cklded| 8. Time of Payment.
1 : 1 ? :
S T My g o 8. IMPORTANCE :
7. EXAMPLE OF A BILL OF EXCHANGE
S SP e 4 It s widely used in business
g No. 23 15 May 2025 : o {mltl
7 BILL OF EXCHANGE '
g Rs. 20,0007~ o It facilitotes credit transactions.
ff Three months ofter dote to Riyo Sharma or her order :
% P J
g the sum of Rupees Twenty Thousand only for value received. 'iﬂ:ﬂ“m”“hﬂtﬁﬁﬁ
1 T Sd/- b ‘
ﬁ Guwohatti . o I ? -

87 “A bl of exchange is the Lfeblood of modern commerce.” | &
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E = Comme.'rc.e. a.nd. E E E)a.nkinj SkoFPIna

hove {fa,ns-FO‘rmed. business
ond bcmkina 'l‘.lrwouﬂh intexnet .

In India, these ave 3ove.me.c[ é / l \‘
bU the In-{:oma,":fm Te.ckno[omj 'Diai'l:al l::»'l.e.

L

°

@ L. LN d4. you undewstand by E-Commerce,

and F- Bank{ng ? Discuss the povision of
IT laws .Grovew‘nfna E - Commexce, and E- Bamkfng

N our Coun‘l:'r'j ?

Online '\

E - Commerce

&
E- Em.nkinj

Paﬂ ment

Act 3 2000 . e e Em,nkina

Online Tyade

Budfnj and .se.l.l.i'.na o-F Sood.s
ond sewvices 'I:I'm::Uﬁh
Internet .

E - Ba.nkfn‘j

E - Commexce

Ba.nkfna sevvices and facilities

means .

|
|
|
|
|
: P‘rwided 'Hrm::u.’jln electyonic
|
|
!
|
|

[ g ‘ Inteynet
BU'UET —_> —> Se.u.e'rJ ——————— —>
il BRAN o i .
A . Banking
~~ Goods / Sexvices / 'Paﬁmn":s o Sexvices Customer

J

- i
@" In Short:— * E-Commevce —> Online buﬁina , seU.Ina & 'l:'m.dinj.

b * E—Bankina —> Ba.nkina sevvices 'Ehrnuﬂk electyonic means .

N

—

——




+o bu.z.]fna and .Se_u_fn,a @1€ 800ds and Sewvices
'Hrwmuah electyonic means, mafn% the TIntewnef
|t Tneludes - ‘

» online .Shcappfn.a (ea—- Ptma.z,cm, FUPK{LT'I:)
P online Ticket bmkfna

> 'D'fa'f%ai m-rkeﬁ’na and business 1o business
'I.‘Tansa.d:fcm.

| Tép'&s of E-commerce

@ B28 (Business to Bu.sfne.ss) "~ {yansaction bjw Compantes.

W) B2C (Business 4o customers [ consumers ) i— « Retall
+vade -Hrwmu.ah online plaheo*rm.

@ E2C [Con.sum:e'rs -[-0 CDMMETS) C— TTMSQ.CHOTL
between individuad, ?_8-— OLX.

@ C28 (Cﬂnsumefrs to Bu.sfne.s.s) ‘— Fweelancerxs oﬂ?e-rﬂ
l ?.na Sexvices o Ccamponfefs .

‘ Buae:r | —> —-—)' Seller
J }
A A

"~ = Goods | Sevvices | 'Po.amm'&‘. =
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_‘\_/\_j_tg_w}fnﬁ _ oﬁ E - Bankina

E - Bcjm.kf.ﬂg ( Electronic Bankfng)

Re,{-e'rs to the use ot electyonic means and
mnteynet -Eechml.c'ga to provide bam,king Sex —

Vices 4o customers

It tncludes —

Viewing )

» mobile Sexvices

)

e — —

1

> ATM Sewvices

i

L= ]
-

{30
Nt

» RT&GS, NEFT, IMPS, and UPT tvomsaction

I Ob'ie.c:l:iy_e.s _c%- *lg- Bomki'ina___

O To ensure Haster, efficient, and paperless
Bc:m,kina .

@ To P'mvtd.e 24 x7  customer Sexvice.

| @ To Reduce wmamuol exvors and {'m.t.u:l.
—Ehrouah Secure Te.chml,caa :



Provision f IT Laws govexnfng E - Commence. l
i : Py W = =

) l
.°'_“SL_E‘ Bonking — PLASRER

The In{fovma.%fon Techno Lc>3 V ‘

I Ac.{, 2000 and Uts Amendments ™ 2008 PLO«a

o cyuctod wole ™ "reaula.{:fna online tyonsoction

ond. P'roJce.d:fna wsexs .

@ ..lf'fjal Recoanijcfon o{f electyonic vecovds and | ——
signatuves (Sec- 4 and 5) i~ Gives legol validity

to electvonlc wyecovds and Tecognfzes di 3?Jcal

Sfana:l:wre, as VCLU.CL w'ltlne,w[:fcaﬁon me,fhoc{s :

(2) Attvibution and acknowledgement of elechronic |

vecovds (Sec-11- 12) :—= Deals with the o'rfafn, @—)
receipt,, and acknow Lecla ement of electvonic

ME,SSG-BQ. :

@ Secure Electronic transaction (Sec—w-%) .- @]

Ensurves Secuve electyonic vecovds omd cifa?fal

‘_ .sTana:l:ums . J




Sfandauves P especEaLLH used n e- chk?na

f-)o*f outhentication.

Rea ulation o\e Cev{fxc(dfna Ruthoxities :- ﬁccordfna

to | Sec-17-34,

-

) Provfdes fox Lfc_ens'fng

ond contvol of Authovities fssLLfng clfafw':ai

Sfana.%mres :

@ Ctdbef Cximes and offences :- O.cc.ordfna to

-

[Sec{fon—Lr?J, | of the act, Pe“O'UCH fox un-

outhorised access +o COW\.PU.‘EQT sas{e-m.

(hackfna) . and [_Sec{:fon 664,‘r

=

: Punfs hment

fox fden{TJca theft and chea}cfna btd memPev

Sovation {hrouah comPchers .

Role of RBI %ufdel'fnes .~ RBI lissues Perfodfc

8ufdel,fnes to ensuye the Secwrcha I e~

Bankfna tyansaction, customer data Pchec—-

ton.
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tion , ond dia?%aﬂ poﬁme,wf: (ea—:v two - foactor
outhenticotion , OTP, ond emcfap%fma).

Cose low

-— =

Jazjomtﬂal N. M?sh’d
V.
RBTI 2016

In this cose question was +wailsed about RBI

could cie.n(-j mformoation under the Tfa‘}d: to nfor-
motion act. The SC held thot RBI $s acc-

ountable to +he PLLBLTC_ ond wust disclose né-

ovmotion 'u‘e.ac:wclfna Banks, and ensure ‘!:'ramspaxemcd.

Conclusion ©

— 7 "E- commerce ond E- Bo.nkfna have

vevolutionized India's economic oand Einonciol
Lo,ﬂd.scape b(lj emSmrfnﬁ Spe.ed, conventence. ,

ond eﬁ@?c_?emctj . However, with ncreased

d'faf%ai?zoi?m comes the c.lmallemae of waint -
a?m‘fna dota Seuw?‘l:d and Pvao.-c?j . The

IT Aet 2000 Sexves as o vital Leﬁal romework to
Promo‘l:e trust & p¥o tect customers.

e T ¢ T e T T § . e
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(tke human. In 'l:oclaﬂ 58 chkfnﬁ SUche.m Al s used

handle these problems by analysing data and

and fraud detection ?

Inty LOTL © — F "'Stf"' Fraud
Introduction Banking Detection

Avtificial fnJceU.fae_nce. meons

u,sfnj c.ompu%ers ond machines to think and work

| to make ba.nkfnj 3Ca$1':e.1*, SQ.;Fer- ond more accurate.

As bcmkfnﬂ has become c.lfﬂ ital, the chances of

F\nalﬂsi's Mﬂn?'l:nrfns

fraud and online visk have 1. AI helps banks

Better Customer
Service

|
|

I
F

cle:l:ecffnj unusual activities.

Thevefore 2

Al has become an important tool for. ?mpmvfnﬂ

se.c.urffﬂ ond customex service in bonks.

Méo.nfnﬂ o£ AT =~

S—

Avtificial Im':e.urﬁe.nce. (AI) 1S a '&echnolojy that allows
c.ompu'l:ems and machines to think , learm and make decisions

(tke  human .

Q2. What do you understand , bg ATl and its fmpw’l:cmf l 5




to :l:hfnk_ , learn and wmake fiecisf.ont like human .

AT con understand '_f.mcovmaifm}_ , re,c.ojnfse.

pattern , Solve problem and improve itself Recognises

Learns \ / Paparig

'l'_lwouak e_,_xpexf.e.nce. It lne.l.Ps o pe.racormfms

tasks such as speech Ye.c.oanf.{f.on . f.ma.ae. (Avtificial

Intelligence)

detection, data cma,l.jsf.s and automation. In short /

AL wmeans 3T,vf.n3 mochines the abftnf{j to act
v

tn“:ﬁutﬂ e.h'u.j - Anu.l.ﬂses Acbormades

Data

Imprave.s

AL n Ban kf.na Sector :— Peritimings

AL in chkina means u.stnﬁ smart 'l:ecknol.oaf.es Like
machine Le.axnf.na , chatbots and data cmal\xjsfs to help
bank work faster and wmore a.c,c.ura:[:e.bd. It helps Bank

check transaction, Ede.nff.-fj froud. , VE,rEan customey

ond. vaf.de. quick customer service. AL veduce human

eYyor a.nd E‘mPYOVe. Se.c.urtfj f.n on[.f.ne Bomktna -

4 ) ( N e r R 4 A & b
< | © f\)
111 —— .0 — =
k N J S " o \_ v, L4 “ y S _ >
Transaction Ide.nﬁf:j Ve.rf.ﬁj Quick Improve Secu.r&:’

Che.ck?.na Fraud Customer Customer Servvice in Online Ba.nkf.na
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ImEo~chamce. o_? _ f&I n Bankfng

@ IT“PTOVQ.C{, CLJ.S'['.OTY'IE’.TS Sexvice o

AT Powe:red. chatbots and virvtual assistants

pvovi’de instant Tesponses to customer queries

like account balance , transaction hfs{:crrg ’ ! @

(5] [+]
ond loan Tnfo*rma'l:fm\ . This rveduces P'resswre. e

on Bank SJca,ff :

(2) Enhanced operational eacmcfcfenc& e

AT aikainodes sbuting RaskeCRIIas \ / %

KYC vevification, documents p*rocessfng , @
and account opehfng . This reduces paperwork, I}
saves time and mintmises human ervor. @

(@) Better wisk mcma.ae.me.nJc o

Al o.m,l.gse.s customer data ond identifies

'rfskg Paﬂ:ern i Loan.
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[ - application, cwedit scove and Tepa.ﬁme.wl:

; behaviours . This keLPS Boanks +ake Salce.r Le'ndfng

.deciston ond ovoeld non- Pex-chmfna assets .

S - i

@ Cost Reduction ¢-

AT veduces the need Fmr

; monuaol labour Im 're_Pe.H{—Eve. tasks . Automotion

} Llowexs oPe.ermaL expenses Such as odwunts -

trative costs ond Pmc,e.ssfng fees .

@ Pexsemalised Bmk:ﬂa Service ¢ -

AT studies customer sPe,nd.fng
habits ond offers customised recommendation

like suitable Lloan, s::w{ng plans or investment
oPPor{'wane.s . This 1 customer SaJ:ES-Fo.cJ:Em.

AT in Fraud Detection
(1) Real time moni{-orf»qg of +ronsaction ;-

AT wmonttors nmwullion CTF

applications , credit scove and Tepa.zmemi
behoviours . This keLPs Banks take sa,,f'ex Le_ncung

decision ond avoid non- Pe,r)co-rmfmg assets .




transoction in veal “4ime and detect

sSuspictous octivities such as unusuad with-

drawals oy ')eorefaﬂ transfers.

Pattexn TQC.OﬂﬂE{' on °—

AL uses wmachine Jle.a-rﬁfﬂa
to Edeﬂfff’a unusual patterns, such as sudden
muwltiple transactions or f.oaﬁﬂ attempt From

unknown devices, when the System motice

such behaviours tt alert the Bank fﬂs%awleﬁ.

DeJcec.{EﬂS Id_echcha ﬂqe.ﬁ{- -

AL verifies customer Edemjcf%:j
'l:h'rou.ah biometric tools like Fociad "re,c,oanf—-
tion, ?Engemp-rf,wt .sca,nﬂfna and wvotce

o (o]
recogn Lt Lom .

Prev_e,njcfna Cy ber Fraud :-
AT SHs{e‘m Edenjcf‘jga malware




| le.sln na attacks and ha.c.kl.na a.&empf be-Fore

@ Cvedit Cord Fraud Prevention :—

@ MoneH La,unole.rmg Detection ¢—

-Hae;d con couse cla.mage : _ﬂ'\eﬁ a.mLﬂ se mnet-

work behaviours and block ‘rfskﬂ activities.

Al +tyacks caxd usoge |
pattern ond. fmmeo[?a:l:eLa -Ftaﬂs abnoymal tyonsac- |

action fvom distant location. Banks can

| ms-EanHﬂ block the card & confirm with customer. e

- 4lons, such as k?ak—vcxtu.e. purchase or trans- \
|

S :¢ v

Cord Blocked

‘ La:rﬂe 'Era,ns-Fe_rs cfrc.ula.r

Al c:ma.bj ses transactions
to detect sustcfous

Pa:l:%e.rns such as unusual

Lm- e/ ) ) Ssbictous
tyansactions or La.:je.rma Unusual Trn.hs-Fers Civeular AL Analysis : C_:;:;:
Transactions J
%echnaques used to htde Detected
'.
tllictt funds. |
( ]
case law ICICI Bank
V.
Shant! Devi 2016

|
In this case, the court held that Banks have

a ciwl:g to adopt advanced -l:e.chnol.oafe.s safe -
3ua.rd to protect customers From froudulent

tronsaction .




State Bank of India ]

V.
'Rouiesh ﬁa_'r_a.wal 9.0‘.2..1._ |

In S cose  the SU.PT&MG_ court obsevved thot Fimancial

mstitution must o.d.oP'l: {acknabga—cl.vam mechontsm
to detect fraud ot the eavliest .S'Eo.ge.-

Conclusion °-

AT has become an indispensable component of the modem
Ba.nk?mg .sa.che.m. It enhances e.-ba-?fc.fenc.a , customer
sevvice , veduces visk and play a vital vole in
cie,Jce.c.JcEfng ond. P«re_v«enJcﬁna Praud . AL bosed saa%e.m
ensure ;sa.-ﬁeia , speed oand accuracy m  Fimancial

Qo
OP&TCUEl ON\ .

Dfa.gra.m b @

Imprave.cl

Customer Service

Y

Enhanced
Se.c.wrffﬂ

N
= s32
M0
Cost Personalised Better Risk

'Bn.nkfn.a Mcmo.ge.men'l:




