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INTROOUCTIC)N 

I 

T, the Chairman of the Committee on Subordinate Legislation. haviDl 
been authorised by the Committee to present the Report on their behalf, 
present this their Twenty-fourth Report. 

2. The matter covered by this Report was cons idered by the Committee 
at their sitting held on 30 January, 1989. 

3. The Report was conllidered and adopted by the Committee at their 
sitting held on 2 May, 1989. The Minutes of the sittings relevant to the Report 
are appended thereto. 

4. For facility of reference and convenience. recommendations/observa­
tions of the Committee have been printed in thick type in the body of tbe 
Report and have also been reproduced in consolidated form in Appendix I 
to the Report. 

NEW DELHI; 

May 1,1989. 

Vaisakha 12, 1911 (Saka) 

ZAINUL BASHER 
Cltairman, 

Committee on subdrdi1lllte 
£egl8/ation 



• (i) Non!acceptance o( a 'clleque' or' anMatnotm 
38 paise for .deposit in Post 
Q &¥m,s-sank. 

, , 

{ii) N~n·aeceptance of 'Divid~nd ''Warran s~ f6t d'~o~lt 'n 
Savings Account by We ~Post 'Uffice SttV'rDg~'~a , 

1.2 Tb Mi ' ~ f FiaaDCe, D partment of ~onomjc Affairs, in their 
comments on the points raised in the representltion, stA e'd ' tnter-alia as 

(i) Con equent on discontinuance of mintage of 1,2 and 3 paise"C'aHis 
,ve~lIImlent 1· witJuilr.awai of the~ COiDS .from circu-

• i 

fractions of a rupee in 

(n) P t~ ~ ~ e e~ . 1 . inler-alia 
Post Office Savings Account, Rule 5 thereof prestr mode of 
ckposit 1n Post Office Savinss Account. 'Dividend Warrant' 
been ltIolude<i'asa mode of Jde~~C ~ ffl • rlj. tk! 
inc1\lsi n of 'pividend'Warra'nlt 'd . nfo(tt ' bf 'i~ 
Ander con ideration: 

It would be seen tliat' acUo'h" '6r: oS , :t Ul!~ilf1jllbt __ _ 

'Mend Warrant' is in aecor-



Reltri'l.ion on transactions Involving fractions 0/ a rupee 

1.3 The Committee were informed that in order to avoid inconvenience 
to the public jn completing transactiQD when 1 'paise,! 2 · pai e ' and ·3 paise 
coins are gradually withdrawn, it was considered neces ary to round off the 
Gov~rnment and, other transactions to the, nearest multiple of ~ pai e. Instruc­
tions were accQrding)y i u d to the Ministrie /Department to round off all 
the tran actions, for example payment of inter~ t on Government securities, 
Joans, deposits in Banks and other financiFll institutions to tb~ nearest multi~l 
of 5 paise. It wa also stated that the int ntion was that aJ1 financial trims-
actions of private companies, individuals etc. may be in the multiple of 5 paise. 

, . ' 
1.4 The Committee enquired what would be the conseC}aence if the 

in tructions were not followed by private p oplc and how uch triction 
on transaction involving fraction of a rupee c~uld b legally enforced, so 
long a 1 paise, 2 pai and 3 pai e c in continued to be legal tender. Th" 
Secretary. Department of Economic Affair tated:-

"There are no legal con equenees fOf private tran ction. 

I.S Clarifying the position further. the mini try of Finance in a note 
stated :-

"There is no legal bar and no Le 1 remedy a one, t 0 and threc 
paise coins continue to remain legal tender. The intlIDtion is not to 
legally enforce the requirement. The Governm nt have found it 
inconvenient to mint. coins in these dcnominations b au 0) manu­
facturing co t wa ery high io compati on to the f: ce alue of tb 
coin . (ii) the demand for these coins bas practic lly d. 

The tep to round 0 tran action to n 
taken to en ure that requirement for the e coin 
venience to the public in our not minting tIl 
avoided." 

1.6 The Co~mjtt\::e pointed out that unles the circulation of mall coins 
was leplly banned, instructjons i ued by the Depanm nt of conomic Affair 
for rounding oft', could oot be enforced and private individual nd comp nics 
would go on issuing cheque for amount containing sma U ft ctio . In thi 
connection the S cret8ry, Department of Bconomi ~ffairs stated :-

l ... ~ t 

, "Perhap . we may have to distinguish between th cr9dit type of 
transaction where no e h to be id, nd tbe c ,n tr n ctio~. 



1.'7 

3 

Today, if.you go to a bank and ask for an amount involving 1,2 or 
3 pai e co.ins, t~~' ba it ' III Hbt be able' to hleet ydiit demand. But 
if. there j ctedU ttansaction, it carl do sO,' in ' pect of amounts 
f!lvol~ ng I ~ or j paise. Pe'fltaps Me m~ Bave ,to istinguish bet­
ween t ese t.\V~ . a~ea~. A d iNI«! ·G:Jm it~ tee at tltis is an 
JQ1 ortaJlt issue . e caft' ceitairlty inv ' r. ~ tti6 pO, sibility of dis-
,nguishi,ng b~tw\een tl1e 6a h, tldhbciioo j iofosS h~ counter as 
~is,tinct, .fr:o~ tJ1~ credJ~ transadHbqs. u 

) 

IDce of mmtaae 
withdrawal of tbHe 

'-at IJ .coDomic 
J tbe 

.0 cases wbf.'re 
t;pDtaining Irac­

in avoidable 
or aU financial 

,~yjIeWltd with a view 

Acceptance of cheques containing fractions of a rupee by Post Offices. 

1.8. xplaihihg tHe ~ aso 
tions of a· n·pee ert dot accept 
in a note stated :-
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. , 
1.10 The Committee pointed out that if cneque for 'mouut cbntair'lJng 

frileti<>nof n. fUpec eou 9c 19S!, lIy i II d. tb~r sbould . be ,no r $trictiol1-on 
I·th i . acceptance in the: Post Otllc:o .S ,vinS . J3 nks.The S c.rctary, DepartJ;nent 
of Economic Affair · stated :-

''f'As 'the hOll. 'Committee hasrigb 1, pointed out) e wiUfind out a 
. ~ay for thi whicH' will reeobc:ile th accour'ltln '. problems of the 
l'o$i ·Office ' whe~ t ' . debit and I ~redjt id are to be balanced nt 
~he bnd of the day 110n$ With the conveuieces. of lpc savers wbo 
ar! l1smB th . pf)~t IOffices as tar cash tmp action ar cone rued. 
The point about the rtd{t.tm . etion which 1 will bv~ to reconcile 
with the .Department of Post and the RBJ j the matching of debit 
and credits. We win . that. WlJ ,arerat~1,11 to tbeCommittee. 
I think Ii appropriate amendment to the .Rule could be .is~u.ed for 
fhi pitij>o e aftel' W6 'wott out,. the Ptobl~m of R(loncDiatiol'l of 
coQPtl . hi,! w.. ~iB¢d by 1h~ ~~I);l&or ., . ' . 



:ii SuhsequentlYf in a note the Ministry have' infof1mecl :-:. 
t 

"It is propos d to amend. the rules fot a~ceptiQg cheqllcs, even if 
such cheque ~rc not in multiple of ~ pa~sc." 

, A)[lI I 

'tf, 
I.U Tbe Commltt e note that according to ttbe ro) aSI tbey / stand a 

cheque ' b accepted a a mode of dep()Sit in Post Office Saving A,e ount. How­
ever, after the issue of an amendment ~D 2nd JaQuary, 1987 according to -whicb 
depo it /withdrawal in Po·t Office Saviog Account ho d be in ' ~ltiple of 
Spat e, the cbeques for amounts containing fraction of a rupee are not beiDg 
ace pted by the ost Olfie • This cau avoidabl incoDvenieD e and hardsbip 
to tbe depo ftor. The Committee appreciate tbe pult behind the i oe · of ' 
iostructioDS regarc1ing rounding off of aU fiDucial tru ctions to t~ neare,t S 
p e. ""ever the e j truction can work s~thJy ooly "ben they . .are 
enforced .lQ aU financial tran ctions including tbose of to ,~es ao4 private .. 
indiridua etc. Therefore, till such time as private individuals and companie etc. 
do Dot adopt the practice of roundmg off to the near,est ~ paise iD their day to day 
transaetlon and continue to i sue chequ for am t coutainlog fractlons of a 
ru , Po t Office will hav to accept such dleqlltf (or deposit fa the Savings 
Bank Accoun . The Committee are gladtbat at their inte"e 08, die Depart­
ment of Economic AfI'airs bave greed to amend the rules (or accepting cheques 

If uch chequ arc not in multip. of 5 paise. Tbe Com ttee desire that 
th requi ite amendment to the rules may be issued at ~ early date. 

In luslon of 'Dividend Warrant' as a mode of depo it under Rule S 0/ Post 
Office Savings Ban General Rules 

1.13 The Committee were informed that 'Dividend Warrant' had not 
b n included a a mode of deposit unde-r the aving Bank Account Rules 
but the matter was und r con ideration. 

1.14 The Cottlmitt e d sir d to know since when the matter was UDder 
consider tion and when a decision would be taken. to a note, the Ministty 

have stated :- I 

a Di id d 



oj 

m ntimcnt 

(d draw'll. or dj~hflrge 0 any aptount payaQle on an account 
or viQ te b Jd q)' t de ito!. 

Account." 



, 
'''~tant "ttl be accepted as a mode ,of deposit In the Post Of'Ike Savhtts BaDki 
Sub· aving Bok. Tbe CommJttce desire that all Po t Offices fa whieb savi. 
accounts c be operated througb cheques hould be mstracted to accept Did· 
dend Warran as a mode of deposit. 

Akin to Divld~Dd Warrants are the 'Interest Warrot. i aDd 'Retund 
Orders' i sued by companies. The Committee desire that these lastruments 
should also be accepted as mode 01 depo It, fI these are DOt already covered under 
the Post OCfic Savings Bank General Rules, 1981. 

Tbe Committee would also like that iDstradloos may sfmultaaeously be 
i sued to the effect that Ju t Uke cheques, Dividend Warrants etc. will also be 
accepted even If they cootain fractl~ of a rupee. The Committee may be 
appr d of the action taken in this behalf at aD early date. 

BW DELHI 

May 2, 1989 

Vaisakha 12, 1911 (Saka) 

ZAINUL BASHER 
Chairman, 

Committee on Subordinate Legislation 
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APPBNDIX-I 

(Vide paragraph 4 of the Report) 

Consolidated ttatement o/recommendalions/observations made by the 
Committee 

S.No. Para No. Recommendations/observations 

(1) (2) 

1 1.7 

2 1.12 

, 2 .. ~ • 4J 

(3) 

The Committee note that consequent upon dis­
continuance of mintage of 1, 2 and 3 paise coins by 
Government and the gradual withdrawal of tbese 
coins from circulation, instructions were issued by 
tbe Department of Economic Affairs that all finan­
cial transactions, whether public or private, should 
be in the multiples of 5 paise. The step to round 
off transactions to nearest five paise was taken to 
avoid any inconvenience to the public resulting from 
shortage of small coins in circulation due to ' dis­
continuance of their minting. Since the intention 
wa not to legally enforce the requirement, financial 
transactions of private companies, individuals etc. 
continued to be in fractions of a rupee and not 
necessarily in multiples of 5 paise. This has given 
rise to case where cheques etc. issued by companies 
and individuals for amounts containing fractions of 
a rupee have not been aocepted by Post Offices 
resulting in avoidable inconvenience to general 

publio. Instructions for rounding off of all financial 
transactions to the nearest five paise should there­
fore, be reviewed with a view to see how best these 
can be enforced. 

The Committee note that according to the rules 
a they stand a cheque is accepted as a mode of 
deposit in Post Office Savings Account. However, 
after the issue of an amendment on 2nd January, 
1987 according to which deposits/withdrawals in 

I _ 



1 2 

1.2 

3 
\ '" ' . q. i' • . 

Post Office Savings Account should be in .multJpJes 
, f .S' pki~e. thrlti"!tibs ,fbI' ambuntscont1;lil:tl.tlg frae .. 
,fon .qf a l\l*' e R'fli llot be'l}g,~ e.p,ted, ~ b'Y}b ,fost 
Offices. 1'4i , .c!\.u$es avoidable iDconvenience and 

. har~sbip tQ the dcpq*ors. Tbc COffilllitt"e a:pprec'at~ 
th~ P.~tit behind the issue o,<instr 'Otions regar4jQlg ~ 
.fQu,Q,diug • ott' of ilU ,Jjnanoial transl,}c,tjonstQ the , 
llearest 5 paise. Howe:vet, thC:;lic instru.ctions can) 

_~...., '. _... work smoothly only when they are enfofced in aU 
~1l:(I,. • ftnanllial ttan actions ' inoluding those f campame 

f; b t" aM . prjvate ,. Qdf idualtu etc. Therefore, tm such 
ti~'e as pti'vate individuals and companies etc. do 
not ad~ptthe;prlWticf) oC r undiog off to the nearest 
5 , paise in. thejr day to ,day<transaction and continue 

I to j ue c'heque& for ,amount containing fractions 
of aru.p ,. (!) t OffiG).l·$. will have to accept such 
cbeqUes for deposit in the Savings Bank Accounts. 
'Fhe '<IDmntittee are glad. tbat at their intcl vention. 
fb.e Department of Ecaomlc Affair have agreed to 
"'snd c: rules . for · nee pting cheque even if such 

.. chi 'aru not :in Ill,ultipJe of 5 paise. Tho Com- · 
de ·re~at the requisite amendmeD't to the: 

fute.$ may be: iSSded at ,all c;arly date. 

The Corrunittee 1.1ot that uoder the Post Olliee 
S~~inB$ Da~k G fletal Rules; 1981, a 'D~videDd 

Warr8pt' . wa& net indicated . as a mode of deposit 
and:h n~o tbes-e wa rtRnt were not acceptable for 
deposit in the , 'Saving: , B AceOtlUt. After tbe 
matter Wal taken QP 'by th~ Committee of 
Ecpomi.c ,Affair I it wa,s: tated ih t the qu.e$tioll 
o'f accepting Djv'dend Warrants alia mode of. 
deposit waS under consideration of Governmellt. The 
'C!o,nmittce" a.ve now ceen informe~ t,hat it has b~en 
decided tt t ·thl' ~ divind warrant wnt be accepted 
as a: mode' of d po. it ,in dIe Post Office SavinJS 

, Account in H d Savings ' BankjSub"Savings Bunk . 
. The Comwi l ,desire thltl.t all Post Offices in which 
savin8s accounts can be 'Operated tb:follgb "Cheques 

"..... .. , '" - , ""'2t 



I' . ' ) 

1 2 3 

should be instructed to accept Dividend Warrants as 
a mode of deposit. 

Akin to Dividend Warrants are the 'Interest 
Warrants' and 'Refund Orders' is ued by companies. 
The Committee desire that these instruments should 
also be accepted as mode of depOSit, if these are not 
already covered under the Post Office savings Bank 
General Rules, 1981. 

The Committee would also like that instructions 
may simultaneously be issued to the effect that just 
like cheques, 'Dividend Warrants' etc. will also be 
accepted even" if they contain fractions of a rupee. 
The Committee may be apprised of the action taken 
in this behalf at an eady date. 
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~INUTES OF THE SEVENTY-FIFJtB1Bn:~lf n ij fOO . lUEE 
ON SUBORDINATE l"BOISL~rJON Q!WHTH LOK SAB~) 

. (1988-89) '.' j 

I 
The Committee met on Monday, the 30th January. 1989 from 11.00 to 

11.45 hours.. • . 
,1 r. 

'2. 
3. 

4. 

S. 

6. 

7. 

8. 

, 
1,0, 

11. 

12. 

'2 . 

. , 3. 

4· 

.PR!)SENl' 

Shri Zainul Ba her -Chairman 

Shti +t~ ;r . l~bbttSi 

Shri Parasra'm 13baradwaj 

'Stui l.5. KlWhar 

Sbfi 'Vi h'nu Mddi ' 

Shr; Kalichran Sakargayan 

Sliti Natavafsibh'(Solanld 

Shrtll{a,tuJ;'i 'Narayaq S~~19), 
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RI!.PRESEN'fATIVES OP THE MINIS'rlY OF COMMUNICATIONS (DBPAaTM~N't 
OPPOSTS 

{ 

t_ Shri P.B. Raghavaohari, Secretary (P.osts). 

2. . :SJjri Aj Y 13agol1l. Mcmbe-r (0) • 
• , , t ' 

3, Shri N.K. Verma. Dt>6 (SllO). 

SBCl\BTJ\llIAT 

J. Shri G.S. Bhasin-Deputy Secretary I 

2. Shri Swam Singh - Officer on Special Duty 

2. Before the Committee proceedtd to take evlde11Ce of' the representa .. 
tlves of the Ministries of Finance and COirununications, the Chairman of the 
Committee., while welcoming . the witnes es, drew theif ,att:eotion t~ the pro~,.j· 
sions contahled in DjrectionS8 of the Directions by the Speaker. 

~ . The Committee were informed that in, oroca: to vojd 'in~dnvtnience to 
the public in completing, transactions when 1 paise, 2 pai e 8J\d 3 poi e coins are 
gradually withdrawn, it was eon idered necessal"Y' to round off the OovcJ1ltllent 
Qnd other transactions to the nearest multiple of 5 t)aise. InstrU9'tions were 
accordingly is ued to the Ministries/Departm.ents> to 110 \1Ud off all the trans· 
actions, fol' example payment of intete&( 0:0 Government securities, loans, 
deposif.$ in Banks and other financial institutions to the neatest 'mulfiple of S 
paise. It waa also stated that the intention 'Wal that aU finanoial transaction 
of private companie1. indiYiduals etc. may be in the multiple of 5 pais¢ • . ~ , ~ 

4. the Committee enquired what would be the c~n equcnccs 'r the.e 
instruction were Otlt followed by private people and tow such restrictjons on 
uansactions involving fractions of a rupee coUld be :lcgaUy enforced, () long 
as 1 pai . ~ 2 paise, .and l paise coins continued to be legal tender. The Score .. 
(tty. DepaItm:e t ~fBconomtc Affairs ' tated :-

"There art no legal. con equenoe& ror private transaction ." 

s. The Cominittte polnt~d out filat unless ,the' oirculation ot mall coin 
as legally banned, ~nBtructio'D$ is u~ by tl1eD.cpart!3]cne of Economio Affairs, 

. for t~uUdins: 011', could not be e~orced and private .jodivldnals and <compaote 
wollld go on i s\Jfngeliiq'ue 'for attl uiits cont4blitlB itn lIftaction" 'In t:bi$ 
. ~nD~Il the Se9totaty, l)ep,ar~e . of EQo .. d~e U.if$ staUd :""'" 
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"Perli aps we may have to distinguish between the credit type of 
transacliohs where no' ca h has to be paid, and the cash transactions. 
Today, if you go to a bank and ask for an amount involving 1,2 or 
) :paise coins, the bank will not be able to meet your demand. But 
If there is a credit transaction, it can do so, in respect of ,allt()unts 

\ hlvalving t,2 or 3 paise. Perhaps one may have to distingbi bet­
weeh the e two areas. And if the Committee feels that tbrs is an 
lmportartt issue we can certainly investigate the possibility 01 . 
,diJtingUJshi og between the cash transactjons aero __ tltc -counter as 
"Minot ,ro,n the credit trao aedons." . . . . 
Expliltning the reasons why cheques for amounU contaiqjn, fr.actioD' 
were ndt accepted by Post Offices, a representative of tbe Depart-

Posts stated : - . . . ,.. 

"Post Office Savings Banks are not accepting chequea which ~L1. 
tain an amount which is in between integers of 5. This is being 
done because there is a practical problem. When a person wants to. 
withdraw the total money back at his credit, if it is in mUltiples of 
S pai e it is easier for us to pay because we do not have 1 paise, 2 
paise or 3 paise coins. We do not have even 1 paise, 2 paise or 3 
paise postage stamps to give him back in case he wants his change 
back:. If it is 38 paise, then I would not be in a position to pay 38 
paise, from Post Office account. If I pay him 40 paise, then I will 
be payiog 2 paise extra. So, if I pay him e tea 1 will face accOunt­
ing problems." 

7. The Committee pointed out that if cheques for aDlounts containing 
tions of a rupee could be legally .issued, there should be no restriction on, 

Ithejr acceptance in the Post Office Savings Banks. The Secretary, Department 
of Economic A1Hirs stated :-

"As the hon. Committee has rightly poi~tcd out, we will find out 
way for this which will reconcile the aocountins probloms of the 

Po t Offices where the debit and credit sides arc to be balanced at 
the end of the day along with the convenience of the savers who are 
using the Post Offices as far as cash trat1lactio.Qs are concerned. 
The point about the credit transactions which I will have to rccon. 
cile with the Department of Posts and the RBI is the matching of 
debits and credits. We will do that. We are grateful to the Com. 

flltt eei I t!1i~ ~n appropria~e ~m~~dlPen~ tc? ~e Rule~ 9Quld b~ 



atUourn d 



.' Pa Nt 

Slid ZJlim .. l ~asher-CJ,atr",a~ · " \ , 

ME"B~ $: 

~ . Shd K',J, Allb!1si ' 
J. Shd .a,S. B av,.raju 

, . . 
4. Sbti SatcQ,dr;l Chandra, Quria 
s. Shri .M~l1ap,.Uy ka cba~ta,n: 
6. Sbri BbrallUn SuJa;maD~~ 

SecJmT~lUAT 

1. Bhrf K.C. ~stogi....,Jolnt ~ecreta,:y 
" " " .. 

2. Shl'i O.S.·JSbasin-D,putY S"(Jcl:etaty 

3. S d Swam Si~h - Qificer fJII. 'S' _~''''J~ 
.• ·'1,1 

~ -rhc Commiuoc; QODS· .. fjll'lli ~i_I,,"./-.."IIii_alJ!lJIIIia~ 
and ado~te<.l the scune • 

lc,.otts . 

3. 'the Cop).mittee authorl Q __ ¥,_iJlin' ~ abterq. Shrj 
X .I. Abbasi. M.P. to pt: sent the R OQ ..... J;l4 . ~ M.~~ l' '9, If'p¢~tiv,ely. 


	001
	003
	005
	007
	009
	010
	011
	012
	013
	014
	015
	017
	019
	020
	021
	023
	025
	026
	027
	028
	029

