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I, the Chairman of the Public Accounts Committee, as authorised 
k:y the Committee, do presmt on their behall this 28th Report of 
.(he Committee on Para 33 of the Report of the Comptroller and 
Auditor General of India for the year 1981-82, Union Government 
(Civil) regarding delay in remittances of collections by Public 
Sector Banks. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1981-82, Union Government (Civil) was laid on the 
Table of the House on 15 April, 1983. 

3. In this Report the Committee have adversely commented 
upon the delays in remission of Government dues on account of 
direct taxes and indirect taxes by nominated Public Sector Banks 
in the Government account. The Committee have found that the 
prescribed time limit of 7 days for transfer of day's collections at  
the receiving branches to the Focal Point Banks through respective 
designated link branches has been adhered to more in violation 
than in compliance by the designated link branches of the banks. 
A test check conducted (September to December 1981 and April to 
August 1982) by Audit at 594 designated link branches of nominat- 
ed public sector banks from 1978-T9. to 1981-82 in diffe~ent States 
revealed delays ranging from one to three months and above in 
remittance of collected amounts of Government dues of consider- 
able magnitude to the focal point banks thus depriving Govern- 
ment of the anmunts collected as their dues for long periods affect- 
ing inter alia their ways and means position. The Committee have 
concluded (1) that remission of amounts collected as Government 
dues in a very large number of cases is delayed, (2) that the delay 
ranges from a few days to a few months and (3) that the amounts 
involved are substantial. 

4. The delay fn remittance of Government dues by Public 
Sector Banks has been attributed by the Department of Economic 
M'airs to the circumstances beyond the control of the banks triz. 
staff agitations; delays in the postal transmission of credit adviw:  
seasonal premure of work particularly during June, September. 
December and March each year when people have to deposit 
advance taxes; lames of bank staff; shortage of bank staff an4 



remoteness of some of the rtxeiving branches. None of these 
reasons, according to the Committee, can be said to be difficulties 
of a novel kind. The Committee have opined that these difficulties 
could easily have been overcome. 

5. The Committee have been informed that the Government 
has decided to charge the concerned banks interest at the rate of 
5 per cent per anwm on the remittances to the Government which 
are delayed by more than one month. 

6. The Committee have found that discrepancies in the inter- 
branch accounting procedures have resulted in sizeable arrears in 
reconciliation of accounts between the receiving banks and link 
branches. The Committee consider this as a grave situation and 
has urged the Government and the Reserve Bank of India to 
review the situation with the greater concern and urgency than 
they have done hitherto. 

7. In this connection, the Committee have also drawn attention 
to certain specific areas of failures in implementation of procedures 
in regard to inter-branch transactions. The Committee have desired 
that the Reserve Bank of Indla/Banking Division should review 
the working of receiving/link branches on selective basis with a 
view to ascertaining the extent to which the prescribed procedures 
are being complied with. 

8. According to the existing procedure, the amounts received by 
Focal Point Banks but not credited to Government account are 
booked in Principal Account C)ffice/under Suspense Head-'Public 
Sector Bank Suspense' every month. A review of this Suspense 
Head enables the review authorities to know the total amount 
still in the pipeline and not adjusted in Government account. The 
Committee are constrained to point out that the outstandings 
under PSiB Suspense during each of the months of the period Prom 
1980-81 to 198283 were inordinately large. Huge accumulations in 
the Suspense Head means delay in accounting of Government 
dues, and is fraught with possibilities of imgularities, frauds etc. 
The Committee have, therefore, emphasised the need to ensure 
the crediting of the amounts collected at the earliest possible 
moment and to maintain the balance a t  the minimum level under 
'this head. 

9. -ding to the Committee, there can be no excuse whatso- 
ever for the failure to reconcile accounts between various Public 
Sector Banlcs and the Goveanment in regard to Government trans- 



(vii) 

actions promptly. As it is, they have continuously been in arrears 
right from the inception of the scheme in 1976-77. The Committee 
have taken a very serious view of the inability expressed by the 
Ministry wea to give particulars of the number of items yet to be 
reconciled in respect of all the public Sector Banks and the amount 
'involved therein. Evidently the Ministry has not made any serious 
effort to monitor reconciliation of arrears. The Committee have 
desired that the arrears in reconciliation of the accounts between 
various Public Sector Banks and Government accounts should be 
correctly ascertained and cleared expeditiously under a time-bound 
programme. The Committee have also desired that a serious 
attempt should be made to fix responsibility for the existing most 
deplorable state of affairs in a matter of such financial significance. 

10. The Committee have noted with approval various measures 
such as introduction of job cards, training programmes for st& 

etc. and would like to match its impact on the working of the 
scheme. 

11. The Public Accounts Committee (19$4-8!j) examined this 
paragraph at their sitting held on 8 June, 1984 (FN & AN). The 
Public Accounts Committee (1985-86) considered and finalised this 
Report at their sitting held on 13 February, 1986. The Minutes of 

I he sittings form Part II* of the Report. 

12. For reference, facility and convenience, the observation and 
1:ecommendations of the Committee have been printed in thick 
type in the body of the Report and have also been reproduced in A 
vonsolidated form in Appendix to the Report. 

13. The Committee place on record their appreciation of the 
c-ommendable work done by the Public Account. Commiitee 
(198485) in taking evidence and obtaining information for the 
!leport. I : t ,  

___-. _______ __ - - - 
*Nc t pri~ttcd. 0 r cycloa y1 d copy laid 011 th~*~Tah'r  nfth. HOIXJ' a rd j cc.pi(s p l ~ c ;  d 

i l l  Parliaml nf Libla y .  
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l$. The Committee would like to express their thanks to the 
,.-fficers of the Ministry of Finance (Department of Economic 
:*dairs) for the cooperation extended by them in giving infor- 

d o n  to the Committee. 

15. The Committee also place on record their appreciation of 
?he assistance rendered to them in the matter by the office of the 

mptroller and Auditor General of India. 

E. AYYAPU REDDY, 
NEW IkrHI; Chairman, 

20 February, 1986 Public Accounts Committee- 
- - - - - -- -- - - - 
Phalguw, 1907 (saki). 



REPORT 

DELAY IN PEMITTANCE OF COLLECTIONS BY PUBLIC 
SECTOR BANKS 

Audit Para 

Thc schemes for the receipt of Government dues on account of 
direct taxes (including income tax) and indirect taxes by nomina- 
ted public sector banks, ill addition to Reserve Bank of Indialstate 
Bank of India, were ln t r~duced by the Government of India with 
effect from 1st April 1976 and 1st April 1977 respectively. A similar 
scheme for the receipt of sales tax dues by the branches of all public 
sector banks functioning at Delhi New Delhi was introduced by the 
Delhi Administration with effect from 1st July 1979. 

2. In accordance with the Memorandum of Instructioqs issucl 
by the Reserve Bank of India the branches of the nominated public 
sector banks deceiving such dues are required to transfer their 
daily collecticns on this accoun: (through the usual inter-branch 
account procedure of the hank) to their designated link branches 
positively at the beginning of the next working dav. After scrutiny, 
the designated link branch has, in turn, to immediately transmit to 
the focal poinl bank (i.e Resenre Bank or the branci~es of Stat? 
Bank condl1ct;ny C ; o ~ : ~ - ~ ~ ~  ) , . I  1' - nl treasury business, as the case r n ~ y  be), 
the  daily scrolls and the challans, including its own, together with 
a chequeldraft for the total amount collected as indicated in the rele- 
vant scrolls for creditin? Government account within the prescribed 
time limit of t; to 7 (lays The Reserve Bank emphasised (June 
1981) that the days' collections at the receiving branches must 
reach the focal point bank through :he rer1.c-tive designated link 
branches within a maximum of 7 ays from the date of collection 

3. Tcst check conducted (September to December 1981 and April 
to August 1982) by Audit at 594 designated link branches of nomi- 
nated puhlic sector banks revealed delays ranging from one to three 
months and above in remittance of collected amounts of Government 
dues of considerable magnitude to the focal point banks, as detailea 
below, thus depriving Government of their dues for long periods, 
affecting, inter alia, their ways and means position: 



- - . - . . . . . . .- -. --- .. . - . - - - -_ -___ 
$I. Pt&-nld~lav Number Number Year and Regiom/Stata in which delay 
No. of lmk of cases amount occurred 

branches involved 
involved 

-. . - - -  ~ ---- 
; Rlonltrs) (Rupees in lakhs) 

33 I .n3b 3 3 l i  79 Andhra Pradesh, Assam, Delhil 
New Delhi. Gujarat, Himachal 

14 563 108 1 1  Pradesh, Kerala, Madhya 
PI adesh. Meghalaya, Rajas- 

8 f i  , ij no than and Tamil Nadu and 
Pondicherry. 

8 I 17-75 

-- - - 
46 I ,  -?l; 36 Andhra Pradesh. Arunachal 

Pradesh, Bombay, Delhi/New 
I9 2:tj I - Drlhi. Gujarat, Himachal 

l'rzdesh, Karnataka, Kerala, 
9 0 7  + 2 Madhva Pradrsh, Mrghalaya 

Punjab, Rajaxhan, '1'amil 
' 3  I 11'7 1 6  Nadu and Pondichrrry and 

U a Pradrsh. 

0 5  li.cjq qno j <,5 Andh a P! ad s. . Assam. Bombay 
(iujarat Himachal Pradrsh and 

64 1,578 I 7°C (3' C:hanti~ga~+r, liarnataka. Kerala, 
Madhya Pradesh, Meghalaya, 

214 875 434. 79 Punjab, Rajathan, Tamd 
Nadt~ a~icl Pondichcrry and 

36 130 40 C.ti:+r P~a~irsti .  

94 7,365 4040 06 Andhra Pradesh, Assam, Bombay 
De1hliN1.w Delhi, Gujarat, 

50 I ,471 425.59 Karnataka, Kerala, Madhya 
Pradrsh, M~ghalaya. Mizoram, 

? 6 597 383 34 Punjab, Rajasthan, Tamil 
Nadu and Pondichcrry and 

3'  9% I 16 72 Uttar Pradrsh. 



4. Ibgion-wise analysis of such delays in the case of some vgions 
showed that the prescribed time limit of 3 to 7 days had not been 
generally adhered to by the designated link branches of the banks, 
Case!, of delays upto 30 days numbering 39,532 involving amunts  , 
aggregating Rs. 245.39 crores, as detailed below, were noticed as a 
result of test check of the records of 504 banks relating to the period 
1978-79 to 1981-82:- 

- ---- 
Region Total Total Amount 

number number 
link bran- of rases 
chrs mvol- 
ved. -- 

(Rupees in lakhs) 

I .  Andhra Pradesh . . . . . .  24 7,170 4023' 45 

2. Arunachal Pradrsh . . . . . .  44 273 46.36 

4. Bombay . . . . . . .  4 15 12. 16 

y. Karnataka . . . . 25 66 68 81 

lo. Kcrala . . . . . . . .  n .I‘.' 4' 49 

16. Tamil Nadu and Pond~chrrry . 13 5.822 954. 73 

Total 504 39,532 24539 0 7  

5. Non-introduction of special .messenger system.-For prompt 
credit to Government account of heavy receipts of the Government 
dues generally taking place in the last fortnight of the financial 
year, the designated link branches of the nominated public sector 
banks were required to introduce a special messenger arrangement 



during the period 17 to 31st March each year so that the scrolls etc. 
were passed on along with the collections to the focal point banks 
on the very day of receipts from the public for being accounted for 
in the same financial year. 

6. Test check of the records of 371 designated link branches of 
the banks located in various States including DelhilNew Delhi region 
revealed that the relevant instructions were n d  strictly followed 
by the designated link branches. This resulted in the credits for 
collections in 12,644 cases involving Rs. 68.24 ciores being afforded 
to the Gover~ment  account in the next financial year as shown 
below: - 

Number of States involved Months and ycar of Month and year of Amount 
c~llrc t lr ir~  rrn~ictanrr 

(1:tqxrs in rrorn) 

5 .  . March 1978 April 1978 : 2 -  1 5  

9 .  . March 1979 April 1979 ~ 3 .  20  

1 1  . March 1980 April 1980 15' 0 3  

I .  . March 1980 April I 920 0-  02 

.January 1981 May 1 ~ 8 1  

F rbruar: I 98 I Sept. 1981 

72 . . . March I @ I  April 1981 18.56 

8 .  . March 1gS2 April 1982 23.28 

Non-remittance:delays in remittance of col?ections to the Reserve 
Bank 

7. (a) The designated link branches of the banks have to scru- 
tinise the scrolls/challans received from the collecting branch and to 
ascertain whether the amount of the remittance sent by the collec- 
ting branch and to the link branches tallies with the deposits made 
by the assessees as per $ha l lam/scr~~  The discrepancids, defl- 
ciencies, if any, are required to be settled expeditiously with the 
collecting branches- Test check of the records of ten designated 
link branches covering 25 c d k t h  branches located in Andhsra 
Pradesh, DelhiINew Delhi, Karnataka, Rajasthan and Tamil Nadu 
regfonr showed that no action was taken to settle the discrepancies/ 



deficiencies that came to light. Failure to take action resulted in 
collections totalling Rs. 7.27 lakhs arising during the period April 
1076 to March 1982 remaining unremitted to the Reserve Bank. 

(b) Test check of the consolidated scrallsl registers for 1981-82 
of three link branches of the banks located in New Delhi revealed 
.that credits aggregating Hs. 10.16 lakhs received from 30 collecting 
branches in DelhilNew Delhi were written backldeleted for want of 
supporting receipt scrollsischedules~challans etc. No further infor- 
mationj particulars as to when these credits were again received 
back from the collecting branches and deposited with the Reserve 
Bank cou!d be furnished to Audit (June 1982). 

8. Delays in preparation of consolidated scrolls. Test check 
covering the period upto March 1982 in respect of 39 link branches 
of the banks in the Punjab and Uttar Pradesh regions disclosed 
that in the cases of 11 link branches, delays ranging from 1 to 2, 2 
to 3 and above 4 months (involving amounts of Rs. 20.26 lakhs, 
R-s. 0.24 lakh and Rs. 0.33 lskh respectively) occurred in the prepara- 
tion of consolidated scroll!: by the link branches for submission to 
the focal point banks ~esulting in corresponding delay in crediting 
the receipt to :he Government account. In the case of one link 
I~ranch i~ thc Karnataka legion. the scrolls for the whole of each 
month (during December 1979 to April 1981) were being cnnsolidated 
and sent to the focal bank in the subsequent month resulting in 
corresponding delay of 1 to 2 months in crediting receipts aggrega- 
ting Rs. 40.8:: lakhs to the Government account. 

9. Non-observance of prescribed procedure regarding allotment 
, ~ f  running serial numbers on the scrolls. In terms of the Memoran- 
dum of Tnstructions regarding acceptance of the Government dues 
and their remittance to the focal point banks, the receiving branches 
authorised to received the Government dues from the public, are 
required to give a runninp serial number extending to a financial 
year on each scroll with separate running numbers being given for 
every type. of receipt. The link branches of the banks are also requi- 
red to follow a similar procedure. 

10. Scnitiny of records of 357 banks in DelhiiNew DeIhi, Andhra 
Pradesh. Chandigarh. Gujarat, Punjab, Meghalaya, Rajasthan and 
Tamil Nadu showed that the procedure for giving running serial 
number on each scroll was not adopted by most of the receiving and 
Unk branches with the result that the designated link branches 
could not trace out the misaing scrolls, if any, along with the amount 



of the draft so collected. There was generally no system of reconci- 
liation between the figures of the Government dues as collected by 
the receiving branches and those received and remitted by the link 
branches to the Reserve Bank. The banks could not,, therefore, 
ensure that collections made by their receiving branches were 
actually received by them and remitted to the Reserve Bank in all 
the cases. 

[Para 33 of the Report of the C & AG of India for the year 1981- 
82, Union Government (Civil). J 

11. The total number of branches of Public Sector Banks as on 31 
March, 1984 are as under: 

--- -- -. -- - 
(a) State Bank of lndia . . . . . 6584 

(b) Amxiatcd Banks of SBI . . . .  3394 

(c) Nationalwd Ranks . . . . . . .  . 22.453 

----.- - ----- 

Total : 32,131 
--- --- - .- - - - - - - - - .. - - 

12. Total number of branches authorised to collect Government 
dues and the total number of designated link branches are as under: 

- - - - - - - -- - -- ---- - - . - - - - 
Rrcctiving Link 
Branche h n c  hes - -- - - -. - 

(b) For ln&rcct lax@ . . . . . 3 1.294 

(c) For both Direct and lnduect t w e s  . . . . . 5,“J‘J 97: 

13. Briefly, there are three stages of the transactions involved in 
the procedure followed for deposit of money by the public in the- 
various banks and their eventual credit to the Government account: 

(i) Deposit of the amount at m e  of the banks and the account- 
ing thereof at that level: 

The payments are made by a person into an authorised branch 
of the public sector banks through the challans and date of 
receipt of money is stamped on the chaUans by the cashier 
of the baa&. The &Pnsactions arising at each branch are 
recorded in a daily scroll which ere numbered serially for 
each financial year. 



Each day, the net effect of the transactions taking place at  each, 
branchfbank is worked out and got adjusted with the. 
nominated 'Link branch' of the bank. (One branch has 
been nominated as the Link branch for each city for 
each Public Sector Bank). The daily scrolls are sent by 
the collecting branch to the Link branch at  this stage 
alongwith the supporting documents (Challans etc.) . 

(ii) Procedure at the Link bank: 

T.he Link bank prepare the daily scrolls for its own branch. 
Thereafter, a summary statement is prepared incorporating 
the details of amounts received and paid by each branch/ 
bank including its own branch. The net position emerging 
at this stage is passed on to a 'Focal Point Bank' for 
adjustment with the Government. This Focal Point Bank 
is either a branch of the Reserve Bank of India if one 
exists at that Station or a branch of the State Bank of 
India. At this stage also, the supporting documents are 
sent to the Focal Point Bank. 

(iii) Adjustment of transactions to Governtnent account bg t h e  
Focal Po'izt Bank 

(a) If the Focal Point Bank happens to be a branch of Reserve 
Bank of India, the net amount received by it from all link 
banks gets adjusted to Government account on the same 
day through Reserve Bank of India. CAS (Central 
Accounts Section) Nagpur. A statement incorporating the 
total amount adjusted along with a summary of transac 
tions adjusted with various Link banks alongwith support- 
ing documents etc. is sent to the Pay and Accounts officers 
concerned for accounting p u w s e s  as well as for reconci- 
liation with the banks. 

(b) If the Focal Point bank happens to be a branch of the 
State Bank of India, the net effect of transactions is passed 
on to the Government Accounts Section of the State Bank 
of India, Bombay which in tym, after further consolida- 
tion sends it to Union Ministry's Accounts Link Oi3ce of 
State Bank of India at New Delhi. There after, the total 
net e h t  gets adjusted with the Resenre Bank of India. 
New Delhi. 



The Focal Point bank of State Bank of India sends the scrolls 
received from all Link banks, including the scrolls from 
SBI branches u n d a  its control to the Pay and Accounts 
Officer, to whom it is attached. This Pay and Accounts - 
Officer is in a position to check the date of receipt of money 
from the date stamped on the challan by the cashier of the 
receiving bank and the date on which it is scrolled by the 
branch bank, passed on by the Link Bank and finally 
accounted for by the focal point bank. Incidentally, this 
sort of consolidation at  three stages is adopted, as it will be 
difficult for any Central authority to correspond with all 
the branch banks in case of mistake in the scrolls prepared 
by them. Because of the division of responsibility in the 
manner indicated above, the Link Bank is in a position to 
pursue with the branch banks any mistakes in the scrolls. 

On receipt of the scrolls from the Focal Point bank, the Pay 
and Accounts Officer adjusts the amounts shown in the  
challans to the appropriate receipt head of Account in 
Government by contra debit to a Suspense Head '858- 
Suspense--Public Sector Bank Suspense'. Adjustment to 
the Suspense Head is resorted to by the Pay and Accounts 
OfRcer, as the amount receivedlpaid by the Focal Point 
Bank does not form part of the Government cash balance 
until the amount is passed on to the Reserve Bank of India. 
New Delhi and finallp gets merged with the cash balance 
of Government. 

Reserve Bank of India (Central Accounts Section). Nagpur. 
which receives ?he credits accounted for by all the Focal 
Point banks of Reserve Bank of India, as well as credits 
adjusted by Reserve Bank of India, New Delhi with refer- 
ence to the final adjustment memo received from SBI 
(UMAIO) in the case of transactions accounted by all the 
Focal Point banks of SBI all over India, sends a cash 
account to the Rincipal Accounts Officer of Central Board 
of Direct Taxes or Central Board of Excise and Customs. 
as the case may be, indicating the details of such amounts 
adjusted to their account during the month. In support 
of this cash account, a datewise statement of amount 
received from each Focal Point bank is also given. In the 
case of Focal Point banks of SBI, the State Bank of India 
also furnishes the details of amount adjusted each month 
PAO-wise as well aa Focal Point bankwise. The totals of 



these statements will always agree, providing thereby that 
the Focal Point bank-wise hreak up of the amounts fur- 
nished by the State Bank of India and the actual amount 
adjusted by Reserve Bank of India to Government accounts 
are the same. The Principal Accounts Officer of CBDT/ 
CBEC, who get details of amount adjusted by their PAOs 
under their control, will examine to what extent these 
amounts have been finally adjusted against the cash' 
balance of Government, with reference to the details 
received with the cash account sent by the RBI (CAS), 
Nagpur. The amount adjusted by the RBI (CAS) , Nagpur 
will be cleared from the Suspense Head by the Principal 
Accounts Office and any balance remaining under that 
Suspense Head will indicate the extent to which the 
amount reported by Focal Point banks as collected on 
behalf of the Government have not reached Government 
account till that time through the Reserve Bank of India." 

Delatj in remittance b t ~  hanks to focal point bank 

14. It is seen from audit para that receiving branches of the 
Public Sector Banks of Government dues are required to transfer 
their daily collections to their designated link branches positively at 
,the beginning of the next working day. After scrutiny the designated 
link branch has, in turn. to immediately transmit to the focal point 
hank, the total amount received from receiving branches within 'the 
prescribed time limit of three to sewn days. The Reserve Bank 
emphasised (June 1981) that the days' colleCtion's at the receiving 
branches must reach the focal point bank through 'the mpective 
designated link branches within a maximum of seven days from the 
date of collection. 

15. Audit para points out 'that the prescribed time limit of 3'to 7 
days had not generally been adhered -to by the designated link 
branches of the banks in transmission of total amount received from 
receiving branches. A test che& conducted (September to Decem- 
ber 1981 and April to August 1982) by Audit at 594 designated link 
branches of nominated public sector banks revealed delays ranging 
from one to three months and above in remittance of collected 



amounts of Government dues of considerable magnitude to the focal 
point barrks as detaled beldw; 

Year No. or No. oC Amount 
c a w s  link in lakhs 

,branches of Rupees 
involved 

Total : "4344 594 12287.87 

16. Region-wise analysis of the records of 504 banks relating to 
the period 1978-79 to 1981-82 revealed 39,532 cases of delays upto 30 
days involving amounts aggregating Rs. 245.39 crores. Average 
number of cases of delays per link branch in the different states were 
as under: 

S1. k@on 
So. 

-7 

r .  .4ndhra Pradsh . . 
2. Aruft~rhal Pradd: 
3. Assam 0 . .  

4. Fhmba). a .  

5. c b d g a r h  . . 
6. DJbrlNavDcJh~ ,. . 
7. Gqjalat. . . .  
8. Himnchal Pretlesll . . 
9. Kamatab . . 
10.KaPla. . . .  
1 1 .  W@kipPradesh . . 
12. w y a  . . . 
13. Mizonam . 
14. hmj&. . 
15. R q i w a n  . . 
I 6. T d  N d u  apd Pondichrm, 
17. Uw*&h . . 

'Total 'Ibtal Averggr 
nunher or ~~lunber number 
link ufcascs ofca~. .~!  
branches link 
involved btanch 

-------.- 

TOTAL: 5% 39,532 - . - -  - -- - - ----- - -- ----- - 



17. During evidence the Committee enquired about the percentage 
of money usually remitted within seven days. The Controller General 
of Accounts stated: 

"At least 55 per cent to 60 per cent are remitted within seven 
days." 

The Secretary, Department of Expenditure, added: 

"We did a sample check of January, February and March. 
Within ten days, slightly over 50 per cent was collected." 

18. On being pointed out that target had been fixed up for the 
money to be remitted to Government Account within seven days, the 
witness stated: 

"We try our very best to stick to this target." 

19. On being pointed out that 85 per cent of the dues was not 
remitted in seven days, the witness replied: 

"That is obvious." 

However, he added further that: 

"Our n o w  is 100 per cent. Seven days is the ceiling. If the 
receiving branch. the link branch and the central bank, 
viz. RBI are there in the same place, we can do it in forty- 
eight hours." 

20. The Committee desired to know the reasons for delays in 
remittance of Government money by Public Sector Banks. In a note 
furnished to the Committee, the Department of Economic Affairs, 
(Banking Division) have inter alia state& 

"While the major portion of tax collection is credited to the 
Government account within a time frame laid down by 
the Reserve Bank of India, instances of delays on the part 
of branches of banks in ckditing tax colkctions to Gov- 
ernment account have come to notice. In some cases these 
delays are caused by circumstances beyond the control of 
the banks, e.g. staff agitations, delays in the postal trans- 
mission of credit advices, seasonal pressure of work parti- 
cularly during the months of June, September, December 
and March each year when people have deposit advance 
tares etc. Delays are also sometimes caused by lapses on 
the part vf hank stafP. -e Bank ~f India takes a very 



serious view of such delays, and the banks take action 
against erring staff members under their rules." 

. 21. When pointed out that there had been delays upto four months 
even in case of Delhi Bank branches which were just one per cent 
of the total number, the Secretary, Department of Expenditure 
stated: 

"That is true. It  is a fact of life. But when you talk of one 
per cent, what is this one per cent? Is it thousands or 
tens of thousands of cases? We have to relate it to the 
number of cases where there is delayed remittance." 

22. In this connection, the representative of the Reserve Bank of 
India, stated as follows: 

"As the Secretary mentioned. bulk of the collections are 
mostly in the large cities and towns, which arc normally 
cleared within 3 to '7 days. In the mofuss~l delays occur 
because they have to be finally collected by the State Bank 
of India. But, progressively. over the years the delay factor 
has come down." 

The Secretary. Expenditure added later: 

'*When I use the word 'remote' don't take it to mean that I 
refer to places like Arunachal Pradesh, etc. What I am 
comparing is cities and rural areas." 

23. He added further: 

"The point is that in the audit para specific instances have been 
listed out. I t  is one thing to talk of instances. It is another 
thing to talk of amount. What I am saying as if you are 
talking of the various items, the items are quite consis- 
tent with what I have said earlier. If you take totality 
then it constitutes small amount, may be less than 1 per 
cent of the total remittances made. The remotcness is 
one of the reasons amongst other reasons." 

U. The Controller General of Accounts pointed out  as follows: 

"According to the survey done by the State Bank of India 
83785 perr cent of collection is in 100 or 50 branches. The 
rest'of the branches collect only 15 per cent." 
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25. When'asked if any study had been made as to where the delay 

was maximum, the Secretary, Expenditure stated: 

"We have not made any such i t  is very difficult also." 

He promised, however, to cary out a sample audit in this connec- 
tion and analyse where the delays were taking place and the amount 
that was involved in such delays. 

26. The Committee desired to know the extent upto which the 
lapses on the part of the Bank Staff were responsible for delays in 
crediting tax collections to Government account. Department of 
Economic Affairs (Banking Division') have stated in reply in a note: 

"No cause-wise data in  respect of delayed credits is maintained 
by the RBI. Whenever such cases are reported to RBI. 
the matter is brought to the notice of the Head Office of 
the concerned bank for remedial action. In cases involving 
lapse on the part of staff of the banks action against erring 
staft tnembers is to be taken by the concerned bank as 
per their rules. 

2'7. During evidence the Committee desired to know whether the  
delay in remission of money to link branch, to focal point bank and 
finally to Government account was due to negligence, inefficiency or 
indifference of t he  staff, the Executive Director. of Reserve Bank of , 

India stated: 

"The bmks are sornetilneS not in a position to put adequate 
number of staff during the t a  collection period as a result 
of which there is some amount of accumulation. Since the  
branches are performinq multi-purpose functions one 
person would be doing both paying and receiving. So, 
there is the problem of balancing a t  the end of the dav: 
and till the books are balanced, they would not likc to 
send the scroll out. We have been writing to the bank 
that they &auld pay prompt attention to this. Thcre is 
lack of availability of staff. When new branches are 
opened, there is rotation of staff and so they do not have 
the total picture of the Government work." 

28. The Cammittee enquired whether the banks gCt anything in 
return for handling Government business Departnlent d Econo- 



mic Affairs (Banking Division) have stated in a mi%: 
"Banks are paid commission for undertaking Government 

work at the following rates: 

. . .  I 'I State Bank of India and I 4 nationalised banlrs g. zg paise per Rq. 
zoo/- of turnover 

2' State Bank ofBikmcr &JPipur . . .  . 17-16 Do. 

3! StahRankofHyderabad . . .  I?;,& Do. 

7.' State Bank of Saurashtm . . . 12.76 Do 

8) State Bank of Travancore . . . .  . .  8 . ~  Do. 

29. The Department of Economic AtTairs (Banking Division) 
have stated in a note that the total amount paid to Public Sector 
Banks as Commission for handling Government dues during the 
period 1980-81 to 19133-84 was as under: 

1983-84 . . . . . . . . .  93 ' 93 -- - - -.-- . 
30, On being pointed out during evidence that the Banks 

should have recruited enough staff to handle the transactions parti- 
cularly in view of considerable amount of commission received by 
them from the Government, the Executive Director of RBI stated: 

"That is why we have been emphasising periodically the need 
to  crease the stafT.. .;I.. . .But one diffculty which, at 
some point of time, some banks have indicated to us is 
like this. Supposing, even if I make an arrangement for 
extra s W  at the Parliament Street Branch, the public 
goes to the Chandani Chawk Branch where there is no 
stafP. SPhaf: way, there is a handicap. Where arrange- 

' 
ments'are,nradP! to deploy a d d i t i d  st& the public does 
not go there, but they go to some other branches where 
there is no arrangement for additional st&." 



31. The Controller General of Accounts added in this connection:. 

"Government work is increasing, by about 25 per cent a year4 
Even in my own Department we st* looking for a man.- 
It t a k ~  a year or w, as the procedime itself is suclt. 
Sometimes, wlien we call him, he might have been 
absorbed somewhere else.'' 

The Secretary, Department of Expenditure intervened to say: 

"I assure you that the shortage of staff wiU not be taken as 
an excuse. The additional posts are created whenever 
the volume of work is increased." 

32. As regards the seasonal pressure of work during June, Sep- 
tember, December and March as brought out in a note funishgsl to 
the Committee, the Secretary, Expenditure stated during evidence 
that: 

"I have got the figures for 1982-83. I may say that the flow 
is fairly even except for March." 

He also confirmed that the bulk of revenue came from indirect 
taxes. . . 

33. The Secretary, Department of Expenditure stated in this 
connection during evidence as under: 

"18 the big metropolitan cities of Madras, Bombay, Calcutta 
and Delhi and the State capitals, where the Reserve Bank 
has offices, it is possible to carry out the adjustments with- ' 
in 7 days' time. But, when we go to the remoter areas, 
it would take much more time. If somebody deposits 
money in some branch of the bank in Arunachal Pradesh 
where there is no means of conveying information 
through telex, where posts and telegraphs have to be re- 
sorted to, the time taken would be more than ten days;' 
it would be one month." 

34. It has, however, already been seen from the audit para that 
the time limit of seven days was not being strictly followed even 
in big cities having receiving branch, link branch and the focal 
point bank at the same place. For example, a test check of the 
records of 504 banks, region-wise,, relating to the period 1978-79 to 
1981-82 has revealed that there were 19,387 cases in DelhiINew Delhi 
involving 59 link branches wheri5 there was delay upto 30 days in 
remission of Government dues to the- tune of Rs. 130.02 crows. 



35. In regard to postal delays, the Committee expressed the view 
during evidence that since the Postal- Authorities are also a Gov- 
ernment machinery, the matter 'migiit be discussed with them with, 
a view to minimising the delay in postal transmission of credit 
advices. To this. Secretary, Department of Expehditure stated: 

"We are not responsible for the postal delays. I have also 
complaints about postal delays. So we will bring it to 
the notice of the postal authorities.'' 

(1) Inspection of Branches of Public Sect,or Banks 

36. As regards the other steps taken by the Government to avoid 
delay in remittance of collections by public sector banks, the Depart- 
ment 6f Economic Affairs (Banking Division) have iuter-alia, 
stated in a note: 

"Reserve Bank of India has instituted a system of inspection 
of branches of the public sector banks, right from the 
inception of the collection schemes. The main objective 
of these inspections has been to educate the' staff' of public 
sector banks in conduct of Government business as well 
as the scrutiny of such transactions The findings of the. 
inspections are brought to the notice of the Head Offices 
of the banks and follow up action is taken with a view 
to remove shortcomings or deficiencies observed by RBI's 
inspectorate. So far RBI have inspected the majority of 
the branches of banks conducting Government business 
on as many as three occasions. RBI have also been con- 
ducting training programmes for the benefit of staff mem- 
bers of public sector banks with a view to improve their 
conceptual skills %r handlinq this work. 

To improve the efficiencv of the staff, RBI has been emphasis- 
ing that the banks impart training to a larger number of 
staff members. A workshop on Government and Bank 
accounts was also arranged by the Reserve Bank of India 
on October 25 and 26, 3983 which was attended by the 
 representative^ of banks. In this workshop it has inter 
alia been reiterated that earnest steps are taken by the 
Public Sector Banks to improve and quicken the process 
of handling Government receipts for prompt credit to 
Gdvernmen t account. 

At the imtance of Reserve Bank of India, various public sec- 
tor hanks have made their own arrangements to  train 



.their staff. Reserve Bank of India has been writing from 
time to time to the Chairman and Managing Directors of 
Public Sector Banks impressing upon them the need to 
improve their handling of Government work." 

37. During evidence the Committee desired to know whether- 
branches of all the banks were inspected by RBI every year. In 
reply. Secretary Department of Expenditure stated: 

"No, the RBI conducts inspection in respect of Government 
accounts. They will confine to the inspection of Govern- 
ment account." 

* 
38. On being asked whether there were any branches which have 

not been inspected.by Reserve Bank of India so far, the Department 
of Economic Affairs (Banking Division) have stated in a note: 

"Under the collection schemes, all branches of the nominated 
public sector banks are generally authorised by Cen- 
tral Board of Excise and Customs (CBEC)/Central Board 
of Direct Taxes (CBDT) to collect the direct and indirect 
taxes.. With the expansion of branch network, the num- 
ber of branches handling Government work keeps on in- 
creasing from time to time. There is, therefore, a possi- 
bility that few recently authorised branches of the banks 
might not have been inspected by the staff of Reserve 
Rank of India. It  is not possible to indicate the number 
of branches which have not been inspected on a particular 
date. 

Inspection is done on decentralised basis through the regional 
offices of Reserve Bank of India where the details on 
inspection findings are maintained on the basis of quar- 
terly summary of findings received by the Reserve Bank 
of India. It may be stated that the period of delay gene- 
rally ranges from one week to one month. No specific 
periodicity of inspection has been prescribed." 

39. When enquired whether there had been any improvement in 
the handling of Government work by the public sector banks as a 
result of these inspections and training, the Department of Econo- 
mic Affairs (Banking Division) have stated in a note: 

"There has been improvement in the banks' handling of Gov- 
ernment work as  evidenced by decline in the incidence 
of delayed credits routed through the branches of State 



Baak of India h m  about Rs. 1182 crores in 5980-81 to 
about Rs. 47 crores in the deven-month period ended 
February 1983." 

40. The Committee enquired about the shortcomings, noticed as 
a result of the inspections of public sector banks oarried out by RBI 
and the remedial action taken by the Govwnment in pursuance 
thereof. In reply, the Executive Director of RBI stated: 

"Whenever the branches are inspected, we send the memo to 
the Branch immediately. May be in some cases it is de- 
layed transfer, in some cases wrong calculation or some- 

-time we find minor procedural lapses. As we said we 
have not gone only once, over the years we have almost 
gone round three times to see that the system improves. 
The real difficulty is that the same staff do not necessarily 
remain in the same branch and in the same desk. In 
order to avoid difficulties and the staff not being in a posi- 
tion to understand them, the job cards have been devised 
and even a new person will be able to follow the instruc- 
tions." 

41. In this connection, the Department of Economic AfFairs (Bank- 
ing Division) have stated: 

"The Reserve Bank of India with the active involvement of 
some of the public sector banks has taken up the work 
of preparation of job cards in respect 2 important Gov- 
ernment .transactions. With the aid of these job cards, 
the handling of Government transactions by the staff of 
the banks are expected to improve.. . . . . . . . . . . . . . . . .job 
cards in question cover the main areas of Government 
transactions and enumerate in a sequential order the steps 
to be taken by the banks' staff in dealing with the trans- 
actions. They also highlight the important points to be 
kept in mind by attending to Government work. Avail- 
ability of instructions in a simple and concise form at the 
respective desks is expected to enable the staff of the 
banks to perform their jobs more efficiently. Job cards 
are also expected to enable the banks to cope with the 
problems arising out of seasonality of Government work 
which requires induction of additional staff who may be 
new to the work." 

42. Tn reply to a question as to whether any improvement has been 
noticed in the handling of Government transactions by the Staff 



after the introduction of job cards, the Department of Economic 
Mairs  clarified in a note thus: 

"As the Job Cards have been recently introduced are in the 
process of being introduced, it is too early to make an 
assessment of improvements, if any, in the handling of 
Government account after their introduction.'' 

Penel interest 

43. The Committee desired to know whether it was not necessary 
or justified to make provision for levy of interest/penalty for the 
delayed remittances. The Department of Economic Mairs  (Bank- 
ing Division) have 

"The question of imposing penal interest on bank for delayed 
credits was examined at the initial stages of introduction 
of the scheme itself and it was not considered desirable 
to adopt such a measure. It was felt that when the public 
sector banks undertake payment on behalf of Govern- 
ment, there is bound to be some time-lag and settlement 
of their claims for reimbursement and Government may 
not be inclined to consider granting of any compensation 
to them. 

This issue has becm re-examined in detail recently by the 
Reserve Bank of India and in their opinion imposition of 
penal interest on banks for delayed credits will not pro- 
vide a lasting solution to the problem. As the Central 
Bank, RBI have placed more reliance on effecting im- 
provements in the system and procedure of the banks to 
ensure optimal efficiency in their working rather than 
imposing penalties in cases of defaults and lapses." 

44. During evidence the Committee enquired whether Govern- 
ment agrccd in principle that penal interest should be imposed on 
the delayed remittances of Government dues by Public Sector Banks. 
The Secrrtary, nepartmcnt of Expenditure replied in the affirma- 
tive. 

45. When asked whether any penal interest had been charged 
so fa?, the Secretary, Department of Expenditure replied during 
evidence: 

'The question of levying interest on the apounts due to Gov-. 
ernment for delays in remittances bad' been under consi- 
deration for some time. There have been dialogues with 



the Reserve Bank. The Reserve Bank, in the initial 
stages, was reluctant to agree to this because they wanted 
to go through a process of persuasion and education rather 
than start levying penal interest. We did not want to 
take such a step right in the beginning. But when we 
found that things were not improving, very recently a 
decision has been taken that a certain rate of interest 
will be levied-on delayed remittances by banks. We 
have taken a decision very recently in consultation 
with the Reserve Bank and the Reserve Bank in turn has 
consulted the banks." 

46. In  ? note furnished subsequently, the Department of Econo- 
mic Affairs IBmking Division) have stated: 

"It has been decided that where thc credits are delayed beyond 
one month. the bank concerned may be charged interest 

5 per cent I)er annum." 

-Ir. h u d ~ t  ~ w - a  points out that in accordance with the Memoran- 
dum of 1wpec:ions issurd by the Reserve Bank of India the branches 
of the nominated public sector banks receiving such dues are re- 
quired to transfer their daily collections on  this account through the 
mter-branch account prwcdurc of the bank to their designated link 
branches. As regards l t c  inter-branch accounts of' . tht' 
public sector banks. the Committee on Paper laid on the 
Table of the Rajya %bha have. in paras 28 to 31 of their Eighth 
Report 01 NJ tionalised Uankr-., expressed tltslress over the fact that 
a large nl~mbcr of itcins oC accounts in respect of almost all the pub- 
lic sector banks have been left unreconciled, incomplete, unscrutinis- 
cd and in zirrears for ~c\.~crzl years. Sonle of the public sector banks 
could not even give the prticulars of the number of branches or the 
amounts involved in tlle iiprns In which reconciliations adjustments 
wt.=re in arrears. 

48. Ttw Committee tlcsirt!d to know the reasons for such a sorry 
state of affairs in regard to maintenance of accounts of public sector 
hanks. The Department of Economic Affairs (Banking Division) 
have dated in reply in a note as follows: 

'The rapid growth of banks, particularly after nationalisation. 
in terms of volume and nature of transactions and expan- 
sioc of branch network, has added to the strain on the 
system .of maintenance of book of accounts of rcconcilia- 
tion of inter-branch accounts. Manual handling of work 



relating to reconciliation of 'accounts posed problems due 
to the enonnity of the entries. Delay in introduction of 
computers and mechanical aids has, to some extent, con- 
tributed to the accumulation of arrears in reconciliation 
of outetanding entries. Banks are now paying greater at- 
tention to balancing of books and reconciliation of ac- 
counts." 

49. In a note subseq~~ently furnished to the Committee, the De- 
partment of Economic Affairs (Banking Division), have inter-alia 
explained the following measures which have been ,taken by them 
to improve the position rezarding reconciliation of inter-branch ac- 
counts: 

4 

"In May, 1983 Iicserve Bank of India have issued a circular to 
the executives of all banks cxrressing its concern over 
thls matter and selterating the need for their making a 
review from time to time of the position of reconciliation 
of inter-branch accounts, follow up of outstanding entries. 
review of the rxisting systems and procedures, etc. to 
consider 13 hethcr any change is called for to improve the 
position. T.:escrx7e Bank of India have also asked banks to 
place rr review note each half-year before their Boards ot 
Directors. The Rankers Training College has held a work- 
shop in November. 1983 for the Incharge of Reconciliation 
Department of banks, at which an action plan was drawn 
up for I~anks to follow with a view to accelerating thC 
pace of ~vxonciliation inter-branch accounts. Of late, Re- 
serve Bank of India have instituted a system of having 
dialogues i ~ i t h  t'r e operational heads of Inter-branch Re- 
concillatio~l Lkpartment of banks. During the discussions 
tke opportunity r,s taken to advise the banks of the need 
for streamlining their systems and procedures in regard 
to accounting inter-branch transactions so as to eliminate 
duplication i redundant procedure to achieve quick process- 
ing in tune v ~ i i h  the sysfem adopted by well-managed 
banks. Also, a! the discussions with the representatives. 
a specific programme is drawn up for elimination of old 
outsfanding entries within a specifi time-bound schedule 
so that substantial reduction is effected by JunefDecem- 
her 1984." . . . .  

50, When asked :;bout the present position regarding reconcilia- 
tion of inter branch nccounts of public sector banks, t h i  Department 



of Ecomxnic Affairs (Banking Division) have stated in a note as 
under: 

"The total number of outstanding entries in respect of all 
public sector banks which stood at 323.35 lakhs in 1982 
has come down to 307.35 lakhs in 1983 showing a nominal 
decline of 5 per cent. During the same period the amount 
involved has been reduced from Rs. 200169.05 crores to 
Rs. 168565.26 crows registering a decline of 15.8 per cent." 

51. Some of the i11s;anc.e~ where the prescribed procedure have 
not been followed by leceiving as well as designated link branches 
resulting in non-relnittancejdelays in remittance of collection to 
Government accounts have been pointed out in audit para and are 
discussed below: 0 

(i)  Non-observance of prescribed procedures allotment of running 
serial numbers on the scrolils 

52. Accordmg ta audit para the scrutiny of records of 357 banks i l l  

DelhilNew Delhi. Andhra Pradesh, Chandigarh Gujarat, Punjab. 
Meghalaya, Rajasthan and Tamil Nadu showed that the procedure 
for giving running serid number of each scroll was not adopted by 
the most of the receiving and link branches with the result that the 
designated link branches could not trace out the missing scrolls, if 
any, alongwith the amount so collected. There was generally no 
system of reconciliation between the figures of the Government dues 
as collected by the receiving branches and those received and re- 
mitted by the link branches to the Reserve Bank. The banks could 
not. therefore, ensure that collected made by the receiving branches 
were actually received by them and remitted to the Reserve Bank 
in all cases. 

53. The Committee enquired about the circumstances under which 
the prescribed procedure of giving a running serial number of each 
scroll could not be followed by the Public Sector Banks. While ad- 
mitting the lapse in this regard, the Department of Economic Affairs 
(Banking Division) have stated in a note: 

"This is primarily a deviation from the prescribed procedu~e 
and instructions have been issued by the Reserve Bank 
[vide letter No. G.A. )NB) No. 2720)GA. 64 (10-Audit-821831 
datd 13-6-1983 to banks to carefully follow the procedure. 
These omissions have been noticed by the Pay and Accounts 
Ofiicers also and matter had been taken up by the Govern- 
ment with the Reserve Bank of India/State Bank of India 
.entrafly." 1 I 



(ii) Delqus in .prslpat@twn of crrasolidated scrolls in link branches 

54. Audit para points out that a test check covering the per~od 
upto March 1982 in respect of 39 link branches of the banks in the 
Punjab and Uttar Pradesh regions disclosed that in the cases of 11 
link branches, delays ranging from 1 to 2, 2 to 3 and above 4 months 
(involving amounts of Rs. 20.26 bkhs, Rs. 0.24 lakh and Rs. 0.33 lakit 
respectively) occurred in the preparation of consolidated scrolls by 
the link branches for submission to the focal point banks resulting 
in corresponding delay in crediting the receipt to the Government 
account. In the case of one link branch in the Karnataka region, 
the scrolls for the whole of each month (during December 1979 to 
April 1981) were being consolidated and sent to the focal bank in 
the subsequent month resulting in corresponding delay of I to 2 
months in crediting receipts aggregating Rs. 40.83 lakhs to the Cov- 
ernment account. 1 

55. The Committee desired to know the action taken by the Gov- 
ernment against the concerned defaulting banks. The Department of 
Economic AfTairs (Banking Division) have stated in reply in a note 
as under: 

"Instances quoted above i.e. delay in preparation of consolidated 
scrolls by the link branches is certainly a deviation from 
the prescribed procedure. Reserve Bank of India have 
been emphasising on the banks to avoid such delays whicb 
affects the way and means position of the Government. 
Action in respect of violation of the prescribed procedure 
can however be taken by the banks according to their rules. 
Specific instances, wherever brought to the knowledge t .~ ,  
Reserve Bank are taken up with the concerned bank; for 
remedial action." - t f  

(iii) I)iscvpancies/defkiencies noticed in designated litlk brattclz. 

56. Audit para points out that test check of the records of tm 
designatmi link branches covering 25 collecting branches located in 
Andhra Pradesh, D&i/New Delhi, Karnataka; Rajasthan and Tamil 
Nadu region showed that no action was taken to settle the discrepan- 
ries/deficiencies that came to light. Failure to m e  action resulted in 
collections totalling Rs. 7.27 lakhs arising during the period April 
lW to March 1982 remaining unremitted to the Reserve Bank. The 
Committee dearirmi to know whether any attion was taken to settle 
the d i s c ~ d e s  noticed by desigoatad link branches. The Depart- 
ment d Ekmmic Maim (Banking Dividon) have inter-alia stated 
in a a&e o s d r :  



"Reserve Bank has also taken yn the matter with the concern- 
ed banks and replies from some of the banks have been 
received.. . . . . . . .Reports from remaining banks are still 
awaited. Reserve Bank of India is pursuing the matter 
vigorously with the concerned banks." 

57. From the details given in a statement furnished to the Com- 
mittee by the ~ e p a r t m e n t  of Economic Affairs (Banking Divisionj in 
this connection it is seen that information has been received bjr the 
Banking Division in respect of few cases only involving amout to the 
tune of Rs. 1.15 lakhs out of the total of Rs. 7.27 lakhs mentioned 
above. Out of this 1.15 lakhs, Rs. 1.06 lakhs was remitted tn the 
focal point banks after delays ranging upto 10 months and the retnain- 
ing amount Rs. 0.80 lakhs (deposited in November 1981) remains un- 
remitted to Reserve Bank of Indie/State Bank of India as u result of 
non-settlement of discrepancies. 

58. Audit para further p i n t s  out that a test check of the consoli- 
dated scrolls/registers f x  1981-82 of three link branches of the bank:. 
located in New Delhi revealed that credits aggregating Rs. 10.16 
lakhs received from 30 collecting branches in Delhi/New Delhi werc 
written back deleted for want of supporting receipts scrolls/scl~edul- 
es challans etc. 

59. The Committee cnqiilred why  the credits not supported b:: 
receipt scroils/challans etc. were written back without further en- 
quiry The Department of Economic Affairs (Banking Division) hai.c 
stated in a note as under: 

"Cop? of ~nd~v ldua l  aud~t  report is generally sent to the em;- 
cerned bank for compliance by the concerned Accoi mtan t 
General, it I S  expected that necessary action must h a w  Ltwn 
taken by the concerned banks. Reserve Bank of India has 
aim. however. taken up the matter with concerned bank 
and replies have been received so far from some of the 
banks '' 

The Depart ment has added: 

'The instan es quoted in audit para in this regard are primarily 
a deviation from the pmribed  procedure and Rewrt'c 
Bank has issued n general circular to all public seetar banks 
handing Government work regarding strict cmpliancr 
with t h r  rrquirernent of establishing n ipceial messrnger 



system in the latter part of March every year, giving sepa- 
rate ntnning numbers to the scrolls for each accounting 
year and preparations of consolidated scrolls in respect of 
tax collections in time.'' 

60. From the details given in a statement furnished to the Com- 
mittee by the Department of Economic Affairs (Banking Division) i n  
this connection i t  is seen that information has been received by the 
Banking Division in respect of cases involving amount to the tune 
of Rs. 6.66 lakhs only out of the total of Rs. 10.16 lakhs men- 
tioned above,, Rs. 6.66 lakhs were remitted to Reserve Bank of India 
after delays ranging upto 5 months. 

(v) Non-introduction of special messenger system 

61. It is seen from the audit para that for prompt credit to Gwern- 
~nent  account of heavy receipts of the Government dues generally 
takinq place in the last fortnight of the financial year, the designated 
link hrrtnches of the nominated public sector banks were required to 
intmduze a special messenger arrangement during the period from 17 
to 31 March every year so that the scrolls etc. were passed on along- 
with the collections to the focal point banks on the very day of 
receipts from the public for being accounted for in the same financial 
year. 

62. Test che-k of the records of 371 designated link branches of the 
banks located in various States including Delhi/New Delhi region 
revealed that the relevant instructions were not strictly followed by 
the designated link branches. This resulted in the credits for cdlec- 
tions in 12.644 cases involt.ing Rs. 68.24 crores colleAed in the month 
of March every year from 1978 to 1982 being afforded to the Govern- 
ment nccount in the next financial year. 

6.7. During evidence the Committee enquired why these 68.24 
croks were not credited in Government account in the same financial 
vear. To this the Secretary, Department of Expenditure replies; 

'You are correct Sir. This amount should have been credited 
in the same year." 

64. When asked a b u t  the reasons due to which the prescribed 
special messenger system could not bc introduced, the Department of 
Eeanomic Affairs (Banking Division) have clarified the position in a 
note thus: 
3151 LS-?l 



"Special messenger system is introduced a t  the Receiving 
branchesllink branches of public sector banks handling tax 
collection work in the second half of March every year. 

Under the special messenger system the link branch of a bank has to 
send the scrolls and challans in respect of tax collections 
to the Focal Point banks daily through a special messenger. 
The idea behind introducing this measure is to ensure that 
tax collections made during the later part of the finan~ial 
year are booked in the Government account before the 
books are closed. 

At times, banks find it difficult to transmit these document; 011 

the same day as envisaged in the Special Messenger System, 
due to difficulties such as shortage of staff. transport prob- 
lem etc. Instructions have, however, been issued by the 
Reserve Bank of India vide letter No. GA. (NB) No. 2720. 
GA. 64(10) Audit. 82$3 dated 13-6-1983 to banks to meti- 
culously follow the procedure in future. It is understood 
that the Special Messenger System has worked to a Ilighly 
satisfactorv degree in annual closing month of the year 
i.e., 1982-83." 

Cutting out procedural stage 

65. The Department of Economic Affairs (Banking Division) h a l e  
stated in a note. furnished in March. 1984, as under: 

"The eventual adjustment of the net effect of payments made 
by the general public. etc. are entered into the Governmen* 
account a t  the third stage where the Focal Point Bank ot 
each station happens to be a branch of the Reserve B a ~ k  of 
India. The adjustment is however delayed further i f  thc 
State Bank of India has been named as the Focal Poin! 
Bank since the net effect is passed on to the Bombay OEcc 
first and then to the Delhi Office and only thereafter adjus- 
ted with the Reserve Bank of India. The Office of thc Con- 
troller General of Accounts has taken up with the Ststc 
Bank of India the desirability and need for cutting out one 
stage whereunder the Focal Point Bank transmits the net 
effect of the transactions to Bombay first. which again gets 
transfeted to Delhi. One stage of transfer of accounts can 
be and should eliminated." 

The Committee desired to know whether the suggestion of the 
Otace of Controller General of Accounts had since been acceptd and 



implemented. In a note furnished subsequttntly, in this regard, the 
Deptt. of Economic AfEairs (Banking Division) in February 1985 ex- 
plained the position thus: 

"A working group was set up consisting of officers from the 
Government side and the State Bank of India to go into the 
system of reconciliation and to expedite the clearance of 
arrears in this respect. The proposal regarding cutting out 
one of the stages, whereunder the Focal Point Bank trans- 
mits the net effect of the transactions to the Government 
Accounts Section (GAS), Bombay first, which again gets 
transferred 1 0  State Bank of In&a (SBI) . Union Ministries 
Accounting Liaison Officer (UMALO), Delhi who carrying 
out the adjustments \vith the Reserve Bank of India, was 
also discussed in detail. Tt has h e c ~  recommended by this 
group that the State Bank o f  India may consider decentra- 
lisation o f  functions of the Government Accounts Ser:tion/ 
Union Ministries -4ccounting Liaison Office by authorking 
special branches a t  Bombay. Calcutta, Madras, Bangalort? 
and Ahmednhacl to receive the daily advices and effelt cash 
settlement with the Resen-e Bank of India-the coordinat- 
ing and reporting functions continuing with the Gowrn- 
ment Accounts S:'tion. Bombay and Union Ministri2.i Ac- 
iuunting Liaison. XCLV Delhi. The State Bank of Indi.? 
have accepted this in principle and it is benig implerncnte; 
in  staqes." 

67 The amount kept under Public Sector Banks-Suspense' is the 
~~nadjustcd amount from out of what is booked to this head hy the 
Pav and Accounts Officers ba\ed upon the scrolls and challan.; ren- 
dered by the dealing bank t,r<~ ~ c h .  The amounts are cleared from 
the suspense head by the Principal Accounts Offire on the basis of 
monthly advice received from the RBI regarding the settlements 
made with the headquarters of the public sector bank concernetl 

68. The following note furnished by the Department of Xcmo- 
mic Affairs (Banking Division) indicates the amount in Suspense Ac-- 
count as on 30 June, 30 September, 31 December and 31 March dt11 in: 
the years from 1980-81 to 198283 and also the highest amount in the 
suspense Account a t  the end of any one month during these years: 



'The closing balances under PSB Suspense at the end of crc- 
counts of last three years are as under: 

The apprcximate balances at. the end of June, September, December 
and March for the last three years are shown as under: 

Year J unc September Dccemkr March 

I j36. (6 I & .  82 FOI .8; 03.04 
(Dr.  ( D r .  ( D r .  (Dr.) 

Highest amount outstanding m d e r  PSB Suspense at the end of any 
month durinp each year. 
- - -. . - . - - - - . - - -. - - 

hlonth In which our- Proqrcsu~vc amounr 
standlng in 1.1 orcs of Rs. 

: 9 5 2 .  G ;  (Dr.) 

69. When ssked vchcther the Government have analyscd the 
causes for accumulation of such huge amounts in the Suspense Ac- 
count ri", 2169.62 crores in August 1981 and Rs. 3252.67 crores in 
December 1982, !he Department of Economic Affairs (Banking 
Divisim) liave inter alia stated in a note: 

"Due to time la:: irnolved transactions for a month or so 
awaiting adjustment in accounts pending receipts of the 
cash balance reports of the RBI generally remain out- 
standing in the Suspense Account. At the end of the year, 
however. as the accounts are kept open for a few months 
after the close of the year, the balances under Suspense 
get substantially reduced and are a true reflection of the 
state of settlcrnen: of dues between the Government and 
the Public Sector Bank. It will be noted that the balance 



a t  the end of the financial year 1980-81 was Rs. 220.83 
crores (Dr.) a t  the end of 1981-82 was only Rs. 83 crores 
(debit) whereas at the end of the financial year 1982.83 it 
was Rs. 80 crores (credit). The balances a t  the end of the 
months of February 1981, August 1981 and December 1982 
were largely due to transactions awaiting account adjust- 
ment. The huge balance at the end of December 1982 
was result of special exercise undertaken during last days 
of December 1982 to introduce special messenger system 
of remittance of tax collections from collecting branches 
to Focal Point Branches and from Focal Point Branches to 
the Reserve Bank of India, where it was not a RBI branch. 
Though the receipts were credited :o the Government ac- 
count in the same month of December itself, the account 
adjustments could be carried out only in subsequent 
?lontlir, on receipt of supporting documents by the Ac- 
counts Ofilcers." 

70. The CommiLtee de~ired to know the steps taken for tightening 
the procedure to avoid accumulation in the Suspense Account. The 
Department of Economic Affairs (Banking Division) have stated in 
a note: 
r d 

"'lk Principal Accounts Offices review the balance in the 
Suspense Head "858-Suspense Public Sector Banks Sus- 
pense" every month as this gives them an indication of 
the amounts not adjusted through the Focal Point banks. 
In the office of the Controller General of Accounts, such 
a review is conducted quarterly through a special report- 
ing system devised by the CGA's Organisation and re- 
ports on these cases of bank reconciliation are received 
from each Principal Accounts OAice. Where these report. 
do not show a good picture, the Controllers of Accounts 
concerned are called for discussion in the CGA's Organisa- 
tion and the position is reviewed. The verifications a t  the 
PgtAO's level and the CCA's (Chief Controller of Ac- 
counts) level together enable a watch to be kept on the 
actual delay arising in credit in tax recoveries collected by 
public sector banks into Government account. Audit 
p d e s  of the Chief Controller of Accounts, Central Board 
of Excise and Customs, while inspecting the Pay and AC- 
count OfBces, review cases - of delays, Serious cases of 
delays reported by the PAOs and the internal AU&€ 
partics are referred by the CCA to  the Central Ofllce of 



Reserve Bank of India for taking up with the banks 
tL-ough their head offices for remedial meagures. Such 

'delays noticed by the departmental officers of the central 
Board of Direct Taxes are also taken up with the Reserve 
Bank of Indialstate Bank of India, for issuing necessary 
instructions and avoidance of such delays in future. The 
Reserve Bank of India has again in June 1983 issued 
instructions to all public sector banks handling Govern- 
ment dues collections, to avoid delay on their part." 

71. The Committee desired to know the number of cases year- 
w i s e  from 1976-77 still lo LC rec011C1eJ and the arnollot involved 
therein together with the reasons for the delay in their reconsiliations. 
I n  a note funlidled in tfzis regard. t lw Department of Economic 
Affairs (Banking Division) have i n t e r 4  a stated as under: 

''Position of 11n-rrconcilrd accounts --yvar-wis*. prrtainin~ tn thc Statr Bank 11l' India". 

So. oi  Ilrrripts Jlivrnrnt~ 
i terns to 
hr rwonci- 
Id 

4:4* 3.97.5@ I 16.10.325 *Since 
reduced 
to 7 

re* , 
I&I . : gg > It  IMU not bcrn padble to work 
1981-82 . . qS6E, out the amount involved. 
1@43  . . 7 o 1 r J  

"The number of items unda reconciliation in r g x c t  of othrr,public sector banks is not 
readily a d a b l e .  Such cavs are, however, not quite large. 

72. In reply to a question the Department of Economic Affairs 
have stated that age-wise break up of the figures under "Public Sec- 
tor Banks-Suspense" i.e. the amount in the suspense account re- 
maining unreconciled for more than 3 months, 6 months, 1 year and 
above is not available. When questioned as to how in the absence 
of such statistics a watch on the old outstanding entries was kept 
with a view to clearing them expethtiously, the Department have 
explained in a note as under: 

"The accounting of the reaeiptslexpenditure to the head 
Tub141 Sector Bank suspW' is done on receipt of bank 



scrolls supported by paid cheques or  copies of challans. 
The suspense is cleared by contra debitjcredit to the Head 
of account "RB Deposits" on receipt of intimation from 
the Reserve Bank of India about cash settlement affected 
by the various public sector banks. In  the accounts main- 
tained i n  the principal accounts ofices, the opening balan- 
ces at the beginning of the year, and transactions for each 
month are added together in the Broadsheet of PSB Sus- 
pense and the clearance in the month is shown separately. 
Thuq, outstandings under Public Sector Bank Suspense at  
the end of each month are being'can be worked out. How- 
ever, the a d ~ i ~ s h e n t s  carried out in a month may include 
transactions not onlv for that month but for earlier months 
and in stray rases for earlier years as well. Unless these 
adjustments are posted against all these months in respect 
of each PA0 it will not be possible to work out an age- 
wise analysis manually. This involves stupendous task 
2nd it has not heen possible to arrive at a correct 'agewise' 
analysis. A proceciure to work out analysis at least year- 
wise is under examination and will be intimated to the 
Lok Sabha secretariat when evolved." 

73. '5'Vhen asked to state whether continuance of a large amount in 
the Suspcnse Account could not help cover irregularities. frauds, etc. 
in ,the Ranks, the Department of Economic AfTairs have explained the 
position in 3 note: 

"The size and age of the outstanding under this head cannot 
in the normal ccurse be taken to denote frauds or deli- 
berate irregularities. Further as the suspense figure re- 
presents amour.ts remaining unadjusted from the trans- 
actions reported by the public sector banks itself, error or 
connivance by thc officials of public sector banks would 
bc necessary in any such irreplariw. Other safeguards 
against this exist in the prescribed procedum of checking 
of documents in the Pay and Accounts Wee." 

Reconciliation between Departmental and Aiyuunts figures 

74. The Committee desired to know whether the recbncillatidn 
between the departmental f i ~ r e s  and the accounts figrnes wes 
gularly c3rrid out. In a detailed note fumbhed in this regard tk 
Dsprtment of Emnomie Afhirn (Bdchl  M*m) have iWw& 
explained .the position thw: 



"a so far as Central Board of Excise and Custom is concern- 
ed, the positiori with regard to kconciliation between the 
Departmental figures and accounts figures is as under: 

Tbe adjustments of receipts collected by Banks in Govern- 
ment accounts are  based on the challans received by 
the P A W  from the Banks. The accounting procedure 
also provides for a challan-wise reconciliation of the 
revenue receipts booked by the Pay and Accounts Mi- 
cers with those reported through monthly statements 
submitted to the Collectorate Headquarters by the De- 
partmental Cfficers 5.e. the Range OfftcerslSuptds. of 
CusLoms) based on the duplicate copies of the challans 
submitted by Assessees in support of the payment of 
dutjes as claimed in their monthly returns rendered to 
these revenue officers. The detailed reconciliation chal- 
lan-wise is carried out by the Departmental Chief Ac- 
counts Ofilcers in the ~olleciorates. All cases of chal- 
lam indicateil by the assessees in their returns but not 
received by the PAOs from the banks and vice-versa 
weuld thus come to notice enabling the PAOs and Re- 
venue officers to trace the missing challans. Registers 
to waich the settlement of such differences to be main- 
tained by the departmental Chief Accounts Officers and 
by the PAOs have been prescribed and for reports to be 
made by thern to the Collector in this regard. The Chief 
Account5 Office) similarly reconciles figures of refunds 
arAd duty draw-back based upon the statements receiv- 
ed from the Depatmental Omcers authorising such pay- 
ments and the figures booked by the PAOs in the Ac- 
counts. The reconciliation and the clearance of differ- 
ences is a continuous process. However, there are ar- 
rears in the reconciliation work and the steps needed 
to clear the arrears and measures to speed up the re- 
conciliation are under consideration." 

75. In so far as Centrai Board of Direct Taxes is concerned, the 
position is stated below: 

"& per existing procedure the amounts of the scrolls of 
various direct taxes are booked initially in accounts under 
the minor head "Receipb awaiting transfer to other minor 
heads" Gnder the respecthe major heads namely ' C o w  
ratton tax', 'Iltcome-tax' etc. On receipt of the detailed 
accounts wh5ch are compiled by the designated deer of 



33 
-13s department, showi& the amount uydcr various minor, 
sub-detailed heads of accoulnts, the amounts lying in the 
minor head "Receipt awaiting transfers" are cleared by 
the Zonal Accounts Officers and the amounts are booked 
under final heads of accounts. In this process, the 
amounts booked by our Zonal Accounts Officer initially in 
his accounts js reconciled with the amount which is ac- 
counted for by the designated officer in their detailed re- 
veme accounts. As a result of this reconciliation the 
amount lying under the head 'Receipt awaiting transfer' 
at the end of the year is ul-imately cleared, making the 
head 'Recci& awaiting transfer' nil. Thus, there are no 
un-reconciled ar~munts between the Departmental figures 
and the account figures for the accounts upto 1981-82. 
Further, Government orders provide that the credit of tax 
payments to the assessees can be given only on tlie basis 
oE t a n k  copy o f  challan or c n t ~  y in the bank scroll. This 
provision acts ;s a safepard to ensure that all amounts 
are credited to Government account by the Public Sector 
Banks. It is further reported by the Controller Gene- 
ral of Accou~ts  that amounts received by focal point bank 
btit ~ o t  credited tq Government account are booked in the 
Principal Accounts Office under Suspense Head-'858 Sus- 
pense Public Sector Banks Suspense' every month. This 
is cleared as and when these amounts are deposited. Thus, 
s review of these suspense heads enable the reviewing 
authorities to know the total amounts still in the pipeline 
and nr>t adjusted in Government Accounts." 

76. The C(a-mi*tee referred to the statement mentioned above 
that 'Gowrnment olders provided that the credit of tax payments to 
the assesses could he given only on the basis of bank copy of the 
challans cv entry in the bank scroll' and desired to know whether 
an assessee could on production of the challan meant for him get 
the credit of tax payment. The Department of Economic AfFairs 
(Banking Division) stated in a note that: 

"An assegsee can get credit for tax payments on production 
of his copy of the challan subject to the following c o d -  
tione: 

(i) If the payment was made before coming into force of 
the Scbame of Acceptance of I)ficect Taxe by Public 
Sector Banks in addition to the Reserve Bank of 



India, credit can be given if there is some evidence in 
the departmental record of the receipt of tax. 

(ii) If the payment was made after the introduction of the 
Scheme of acceptance of direct taxes by Public Sect& 
Ranks, the credit can be given after properly verifying 
the payment from the Receipt scrolls of the branch of 
the Bank concerned." 

77. The Committee desired to know the total amount of collec- 
s not so credited to the Government since the introduction of 

the revised system. The Department of Economic Affairs (Banking 
Ihvision) have stated in a note: 

"In so far as C.B.E.C. is concerned as the work of reconcilia- 
tion of Revenue Receipt is presently at  different stages 
In various collectorates, it is not possible to indicate at 
this stage the total amount of collection not credited to 
Government. In so far as C.B.D.T. is concerned, there is 
no unreconciled amount between the Department figures 
and the account figures for the accounts up to 1981-82." 

78 Later, asked to indicate the latest position regarding the 
period up to which the departmental reconciliation had been done 
by the various Collectorates, the Department of Economic Affak  
have furnished the fonowing information: - -- - - - - - - -- 

PERIOD FOR \VHICH COMPLETED 
' I  3 Cclle ctoratrs Up to 3/84 
3 U p t o  12/83 
2 Upto 8/83 
I Upto 7/83 
I Uprn fV83 

(J Uptc. 3/83 
I Upto 3/81 
I Uptr 3/79  

I Upto 7/78 
A f < ~ r  1982-11'4 
T 6 r I @  41 awl 1981-82 
I fl-', cf  wtrk don- 

6 I":, of work dmr Upto 3/82 

In a Collectorate, the work of reconciliation of Central 
Excise Revenue figures is to be taken up from 1977-78." 

------- --- - -- -- - -- -. -- 
79. When asked about the number of unreconciled entries in 

respect of receipts of Govenunent dues in the nonrinated public 
sector banks including State Bank of India till 31 December, 1982, 
use ~epartn#nt d l b n m k  Airaim (Banking Dlvieion) have 
bcenstatsdfnrn06s: . . ' , 



"As would be seen from the above that the work relating to 
the reconciliation is at .different stages in different col- 
lectorates; some of the Collectorates have aot reached 
up to 31-121982. It is, therefore, not possible at this 
stage to indicate the number of un-reconciled entries for 
this period. However, the Collectorates have been 
directed by the Board to complete the reconciliation for 
thc 1 1st  pel~ods 1:rgently and to work, as stated above 
is at different stages of completion." 

Rcview of the system 

80. The Committee enquired whether the system of Collection 
o f  Government dues through Public Sector Banks was ever re- 
viewed since its introduction. In a detailed note furnished in this 
regard, the Department of Ekonomic Mairs  (Banking Division) 
have inter aliu explained the position thus: 

"The system of collection of Government dues through pub- 
lic sector banks has been reviewed from time to time by 
the concerned departments as well as the Reserve Bank 
of India 

February 1978, Central Board of Direct Taxes brought to 
the notice of Reserve Bank of India certain instances of 
delays. The Reserve Bank of India in turn issued instruc- 
tions to the various Bank authorities for the avoidance 
of such delays. 

The working of the scheme was reviewed in 1980 and certain 
other deficiencies and defects were brought to the notice 
of Reserve Bank of India for corrective action in Novern- 
ber, 1980. 

The Board has been receiving letters containing complaints 
and suggestions from individuals and organisations regu- 
larly regarding the working of the scheme. These com- 
plaints and suggestions are being brought to notice of the 
Reserve Bank of India from time to time who in turn 
issued suitable instructions to the Banks in the matter. 
Separate coloured challans were also introduced for 
merent Mtect Taxes. 



Customs and Central Excise and certain recommenda- 
tions have been made by the conference in this regard 
including the alternative of enlarging direct departmen- 
tal collection of receipts in selected places through de- 
partmental treasuries. The matter is under examination. 

The Reserve Bank of India organised a workshop on October 
25 and 26, 1983. The workshop was attended by the 
senior officers of Reserve Bank of India, representatives 
from selected public sector banks including State Bank 
of India and senior officers from Organisation of the 
Controller General of Accounts and Comptroller and 
Auditor General of India. The consensus of opinion in 
this workshop was that proper and efficient training pro- 
grammes should be introduced for the officers who have 
been training s:aff in various banks, so that the 
availability o i  trzined manpower for handling Govern- 
ment transactio~s could be increased at various 
levels. It was also suggested that a Standing 
Committee consisting of representatives of the Ministry 
of Finance (Controller General of Accounts) Reserve 
Bank of India, State Bank of Lndia and a few leading 
public sector banks could review the procedure periodi- 
cally and suggest improvements. The Governor of the 
Reserve Bank of India in his inaugural address, stressed 
the need for a change in approach by the banks to imbibe 
a spirit of oneness with the Govt. in their operations 
rather than continuing the old client banker relation- 
ship" 

81. The Committee desired to know the recommendations made 
at  the Conference of Collectors of Custom and Central Excise 
which attempted a review of system of collection of Government 
dues in a limited departmental context. Explaining the position in 
this regard, the Department of Economic Affairs (Banking 
Division) have stated in a note as under: 

"In regard to the reconciliation of receipts between the Chief 
Accounts Ofecer and the Pay and Accounts OBicer, the 
Group was of the view that the magnitude of the work 
of c o m p a h  and compilation called for uae of micro- 
computers. It wm felt that the uee of mic~)-cc~11porter 
could be d d e r e d ,  first on a pdlot basis in some major 
Collec~orates like'&mbay, Delhi and Madras. Based on 



the experience gained, extension of the use of rnicro- 
computers in  other Collectorates should be comidered. 
It would facilitate quick compilation and reconciliation 
of duty payments if Departmental Treasuries are set up 
in all Collectorate Head Quarters. These treasuries may 
also be provided with modern facilities to compile and 
process duty payments. This alternative could be consi- 
dered in the place of the present system of collection 
through nationalised banks, in view of the enormous 
problems being faced in recoficiliation. 

As regards the recommendations regarding the use of micro- 
computers for compilation of Accounts and for reconcilia- 
tion with the Depa-tmental figures, a group of officers 
appointed by the Board, is examining the feasibility of 
introducing the micro-computers to compile the revenue 
accounts and also to prepare the system report for experi- 
mental introduction in two Collectorates. The  group is 
expected to submit its report shortly. 

The other recommendation of the Conference regarding the 
alternative procedure for collection e t ~ .  is- being examined 
by the working group of officers comprising of 5 collectors 
and the Chief Controller of Accounts." 

82. When asked whether the Report of the Group set up to 
examine the feasibility of introducing the micro-computers to compile 
the revenue accounts had since submitted the Report the Depart- 
ment of Fxonomic Af'rairs (Banking Division) have stated in a note 
furnished in February. 1985:- 

"The Group of Officers appointed by the Board to examine the 
fensibilitv of introducing micro-computers to compile the 
revenue accounts had submitted their report (in January 
1984) which was nccepted bv the Government of India. 
Whi'e approving the report of the Group in principle to 
introduce Cornputem in all the Coll~ctorntrs of Central 
Excise. the Government approved the experimental intro- 
duction of the System in two Central Excise Collectorates 
at New Delhi and Bangalore in the first phase. The order 
for the supplv of the equipment ha< hcen placed by tbc 
D.G.S &D. and the dcliverv and instsllatim of the equip- 
ment in the two Collectorate.; are likclv to be completed 
hv the firm ,shortlv. The mstern on ewerimental basis is 
expected to start in thesc two C o l k c h r ~ t e s  very soon. 
Based on the results of the experiment. computers would 
be installed in other Collectorates." 



83. In reply to a question as to whether the recommendations 
made by the Working Group comprising of 5' Collectors and the ~"h ie f  
Controller of Accounts have since been received by the Board, the 
Department of Economic Affairs have stated in a note: 

"The Working Group constituted by the' Board to study the 
reasons for delay in reconciliation of t h e  revenue receipts 
of Crntral Excise had gone into the question of simplifi- 
cation of the procedure of collection, accounting and 
reconciliation. The summary of the recommendations 
made by the Working Group (March 1984) is given below: 

(i) The existing reconciliation process 1s unduly complex, 
cumbersome, loaded with scriptory work and needs 
change. 

(ii) As an alternative to the present p~ocedure IS simpl~fied 
account-ng procedure based on "one I-mge---one collect- 
ing bank" and "one focal point hmk for one Collectorate" 
be adopted. 

(iii) As a long term solution the reventlc rt~conci!~~:ion anti 
accounting may be computerised. 

(iv) The reconciliation for the past pcr~ods may be done 
on the bas~s  of a prescribed test audit or percentage 
check in those collectorates where reconciliation has 
fallen in arrears." 

84. When asked about the action taken or proposed to be taken 
on these recommendarrons. the Department of Economic Affairs have 
explained in a note as under : 

*'The rc~port of the Worhng Group is under consideration 
of the Board (Central Board of Excise and Customs) and 
their decisions are likely to be available shortly. . "  

85. The Committee drew the attention of the Department of Eco- 
nomic Affairs (Banking Division) to a statement by them in an 
earlier reply that a workchop organised by the Reserve Bank 
of India on October 25 and 26, 1983, it was also suggested that a 
Standing Committee consisting of representatives of the Ministry 
of Finance (Controller General of Accounts) Reserve Bank of 
India and a few leading public sector banks could review the 
procedure, periodically and suggest improvement and desired to 



know whether such a Standing Committee had been appointed. The 
Department of Economic Affairs replied in a note: 

"A Working Group under the Chairmanship of the Chief 
Accountant, Reserve Bank of India and comprising senior 
officials of Government of India, Reserve Bank of India 
and five public sector Banks (including State Bank of 
India) has been constituted to review the procedural 
aspects of Government account. Two meetings of the 
Working Group have been held so far. The Worlung 
Group has not yet met its final recommendations. 
On receipt of report of the Working Group, it is 
proposed to set up a Standlng Committee to 
review the procedures on an on-going basis. to suggest 
suitable improvements." 

86. With a view to eliminating delays involved in remittances of 
receipts and adjustments thereof to Government Accounts the 
CgLAG made the follouring suggestions during evidence: 

"I have some simple suggestions to make. It pertains as to 
at what stage did i t  come to the notice of t!le Conroller 
General (Accounts) or the Committee. I find the test 
check was conducted in September-December 1981. But 
it is immaterial from remedial angle. Now, there are 
three partit:; involved in this. On one side, it is the bank- 
ing system which requires improvement. etc. You have 
mentioned about it. But I think it is a very long term 
and a very distant remedy. Of course, it will help in this. 
The other party involved is the Income-tax Department 
and the Controller General (Accounts) and to that extent 
they both are combined in that direction and at fhat stage 
i f  the P.A.O. is instructed to note where there is signifi- 
cant delay, I think you can ensure monitoring within the 
Government itself. Because it is the responsibiiit~ of the  
Controller Genera! of Accounts and of the Inconle-tax 
Department that the money comes to the Government at 
the earliest. So, it is the question of improvinfi the sys- 
tem from within apart from improving the efficiency of 
the banks. I think this is a very simple suggestion and 
a little bit of clarifications and instruction to the Pay and 
Accounts OfRcer that he should take note of the delays 
and bring to the notice of Controller General of Accounts 
all the bad cases will have to be issued.'" 



87. The Controller General of Accounts states in this connection 
that: 

"These instructions exit. The delays are brought to the 
notice of the banks and if the banks fail to respond to the 
Controller of Accounts, after that we take up the matter 
with the Chairmen of the Banks. We continuously get 
this -information. The instructions do exist and the cases 
of delays are continuously being monitored." 

88. The Secretary, Expenditure stated in this connection as 
follows: - 

"I think that your suggestion is that we should strengthen 
this and it should not be pursued in a routine way but it 
should be brought to the notice of P.A.O. at  the very 
early stage. We will go into the question and see that 
attention is paid especially in this direction where heavy 
amounts are paid by the public, We will look into it and 
see how best we can do the system of P.A.O.'sW 

Role of Directors 
89. The Committee desired to know the role of Government Direc- 

tors in monitoring the instructions issued by Reserve Bank of India 
The Committee enquired whether it was not the duty of the Gov- 
ernment Directors of the Public Sector Banks to see that the instruc- 
tions given by the Heserve Bank of India or the Government werc. 
really implemented and if they were not being implemented, to 
ensure that they were all implemented. Secretary, Department of 
Espenditure stated in reply as follows: 

"The Reserve Bank issues numerous circulars and it is not 
possible for the Government Directors to go through all 
the instructions contained in the circulars. We can tell 
the public sector banks that they should 1)ut up a sort of 
summary reports t~ the Board periodically as to how 
efficiently they are handling Government transactions and 
whether there are any delays in remittances ttc. The 
banks handle millions of transactions and the Govern- 
ment Director cannot be knowing everything of what is 
happeninq in the bank. But we can definitl.ly 1)-es,-rihc 
some sort of a Report bv the Managcmcmt to the Board of 
Directors ahout the rmcacy with which they arc con- 
ducting the Government accounts. So far as Government 
transactions arc concerned, wc will try to strengthen the 
scrutiny by the Directors of the manner in which the pub- 
lic sector banks are functioning. I think that would be a 
us?ful suggestion." 



.90. He added; 

"First of all, they have to be viewed as  Members of the top 
management board of the bank. In addition to that, they 
also serve to communicate to the bank what Government 
thinking is in various matters. They also report back to 
the Government the various developments that take place 
in the Board meeting. They function as a sort of liaison 
between the two, apart from serving as members of the 
top management board dealing with the important matters. 
They are as much Directors as Government officers. I t  
serves the interests of the banks as well as the Govern- 
ment. There is no essential conflict between the two 
roles." 

91. The Committee enquired whether the Directors had men- 
tioned in their Reports anything about the lapses of banks in not 
entering the amounts to the Government account, the Secretary, 
Department of Expenditure replied as follows: 

''If you consider every mistake as a lapse,, it is physically im- 
possible for either the bank management or the Directors 
to report each of the matter or Directors to take cogniz- 
ance of it. But it is necesary for the directors to know 
whether a particular system or scheme is working well. 
The Chairman-cum-Managing Director is to report to the 
Board of Directors and submit various reports regarding 
the functioning of the bank. The Directors themselves 
may ask for the various reports." 

. I  think, it is a good idea if we tell the Government Direc- 
tors to keep alsc, an eye on the manner in which the scheme 
is going on. We can do this by prescribing a sort of return 
or information to be submitted bv bank managers and 
included in the agenda papers once in six moths or so. so 
that the Government Directors may know well. This may 
be relating to delay in transactions or mis-classified tran- 
sactions and things like that." 

Public complaints 

92 While drawing attention of the witnesses during evidence to 
the public complaints that branches of Public Sector l3anks autho- 
rised to collect Government dues generally insist on tax payers to 
open an account to deposit the money and sometimes even insist 
that the client should bring cash instead of checquc, the Committee 
3151 LS-4 



desired to have their views in this regard. The Secretary, Depart- 
ment of Expenditure, stated in reply: 

"Let us concede that we would not like our clients to be put 
to any unnecessary inconvenience. Anyway, we will look 
into the cases which you have mentioned. I would also 
'try to see whether we can issue some sort of a public 
notice inviting suggestions as to the difaculties faced by 
the paying public in that regard." 

The Executive Director. Resesrve Bank of India added: 

'We .are trying to reshuffle the whole thing and see whether 
the existing structure is optimal or not." 

93. !be Committee enquired why the complaints were pouring 
in despite the increase in number of branches of Public Sector Banks 
during Jast few years. To this, the Secretary (Department of Ex- 
penditure) stated: 

'"rhore has been a considerable step-up in revenue also in 
these years. The increase in the number of receiving 
points is definitely much more than the increase in revenue." 

94. On being pointed out that there were considerable delays in re- 
mission of Government dues despite the increase in number of receiv- 
ing points. the Secretary (Department of Expenditure) explained: 

'We are conscious of it. and because of this in the last two years, 
there have been determined efforts made by the Govern- 
ment and the RBI and the banks to see that these delays are 
cut out. We have succeeded considerably in this. But 
I do not say that al! defects have been eliminated. Our 
effort would always be to try to improve." 

95. The schemes for the receipt of Government dues on account 
ef direct hxes and indirect taxes by nominated pabHc sector banks, 
in d W b n  to Rcscwe Bank of Indb S a t e  Bank of India, were 
introduced by the Government of India with effect from 1st April, 
1976 and 1st April 1977 respectively. In accordance with the 
Memerandurn of Instructions issued by the Reserve Bank of In la  
the d . t h e  d 6 6  public reebr boxllu me&& such 
d.as -Ilts '.'bQFdred to LrlLnder their &Lly coM- on ti& a-t 
totMr~WUnirbi .acbespoaftivatyatt&?brOtashlfCdtbe 
vltt * ' W .  Atta azm&fny, tLc -ted link lmmdl b.lr 
in tufa, Q I n S P W l l a t @ i y f t d l l l l l j t ' * f b . d D C d ~ ~  (I.&-- 
merve Badt m the brenches of SSate Bank conducting -t 



tmmmrykPiPers, RE tb cab- be) the drily mdlsurd tbe 
cbdnw, ineladinp its own, together with r cheq&/dmft for t k  
kptrJ m n t  rrdtected ad Inillcatd in the relwult scrdls for credit- 
ing to Government aadmmt within the prescribed time limit of 3 to 
7 dam. The W r v e  Bmk emphasised (June 1981) that the Bay's 
callsctbns at theireeelving branches must reach #e focal point 
bank through mpectivle dasignated link branches within a maximum 
of 7 days f m d t h e  date of cdlleetton. 

96. The Committee, hawever, find that the prescribed time limit 
of 7 days has been adhered to more in violation than in comp1haCs 
by the designated link branches of the b~nks. A test cheek conduct- 
ed (September to Decemher '2981 and April to August 1982) by Audit 
at 594 designated link branches of nominated public seetor banks 
from 1978-79 to 1981-82 in different States revealed delays ranging 
from o m  to three months and above in remittance of collected 
amounts of Government dues of considerable magnitude to the 
focal point banks thus depriving Government of the amounts collect- 
#1 as their dues for long periods affecting inter alia their ways and 
means position. The total -her of such cases during the said 
period in rezpect of 591 link branches numbered 24. 344 and the 
amount ape~epted ts 4th. 122.88 crores. As a result of test check 
of the records of 504 link branches of banks relating to the perid 
1978-78 to 1981-82 39,532 cases of delays upto 30 days were noticed 
in different regions aggregating to Rs. 245.39 crones. The region- 
wise analysis of strch dcbys revealed tbat average number of case5 
of ddays In link bradam were 4Yite high in Andhra P r a d d  Z90, 
Delhi/Ncw Delhi 328. Punjab 61, and Tomil Nadu and Poadicheny 
418. In tbis conuection. thc Secratory. Department of Expenditure 
rp.pmumthg on behalf ot Department of Economic A B a h  stated 
during evidence that fL5 per cent of the tax collections were not 
remitted in seven days This contradicts the claim of the D+- 
ment of F~onomic Affairs ( B m k i q  Division) tbat major portion of 
the tax edloctian is credited to Government account within a time 
frame. Thc Committee fhorefote may fairly conclude (1) that 
rnis&n of amounts collected as Gover~unent dues h a very large 
number of cases 4s delayed (2) tbst the delay ranges from a ftw 
days to a few nrcrmths and (3) tbat the amounts involved are snb- 
atantid. ' - ' -V 



advicas; seasonal prossure of work particularly d u d g  June, Sep- 
$ember, December and March each year when people have 
to deposit advance taxes; lnpses of bank staff; shortage of bank 
staff, and remoteness of some of the receiving barnches. 
None of these can be said to be difficulties of a novel kind. 
They could have been overcome by increasing the period within 
which the sums collected had to be remitted. Instead of that the 
Reserve Bank allowed the time lidt of a maximum of seven days 
to ramain whea the position was reviewed. It was in any case 
open to the Reserve Bank to go into each of these circumstances 
making it difficult for bank to remit the amounts collected to the 
focal centres in time. Moreover problems such as staff agitations 
and lapses on the part of Bank Staff are few and far between and 
could valy explain delay of an exceptional nature in any one year. 
Shortage of staff cannot reasonably be advanced as one of the reasons 
for the delays. The concerned banks are remunerated by substantial 
payment by way of commission by the Government for undertaking 
this work of collectian of revenues on their behalf. It was up to 
the Banks to recruit whatever additional staff was needed. The 
Committee trust that adequate remedial measures will now be 
initiated by the concerned B ~ n k s  in this direction. 

98. Seasoual pressure of work during June. September, December 
and March, i~ also a weak excuse in face of the fact that  there is a 
fairly even flow of receipts throughout the year except for March 
because the bulk of the Governme,nt revenue comes from indirect 
taxes. In so far as pressure during March is concerned, this could 
well be lookcd-after by the Special Messenger System inducted into 
service durinp the last fortnight of the financial year. 

99. Reasons such as postal delays and remoteness of Bank bran- 
ches etc. are a h  not cogent. The Ministry have contended that 
while in the big metropolitan cities of Madras, Bombay, Calcutta 
and Delhi and the State capitals which have Reserve Bank branches, 
it is possible to carry out the adjustments within seven days' time, 
iu remoter areas, such as Arunachal Pradesh, it would take much 
more time as there are no means of conveying information througlr 
telax end the facilities of posts and telegraphs have to be resorted to. 
The Committee, regretfully note that the limit of seven days is not 
being strictly adhered to even in big metropolitan cities which have 
receiving bank brauches, link branches and focal point banks at t h ~  
same place. A test chack of the records of 504 banks, region-wim* 
rel.tl.ag f4 the period 1978.79 to 198132 revealed 19, 387 cases of 
delays upto .M days. 



100. The Committoe are informed by the Department of Economic 
Affairs that several other measures have also been initiated by them 
with a view to avoiding dclays in remittance of collections by public 
sector banks. These include training programmes undertaken by 
Reserve Bank of India fur the benefit of staff members of public 
sector banks to improve their conceptual skills for handling this 
work. A workshop on Government and Bank accounts was arranged 
by Reservc Bank of Ilrdia iq October 1983 for the benefit of represen- 
tatives of banks. Reserve Bank of India has also been writing from 
time to lime to the Chairman and Managing Directors of public 
sector bmks impressing upon them the need to improve their bandling 
of Gover:lment work. The Committee welcome these measures and 
hope that these progranmtes will be made sufficiently wide-ranged 
and arranged on regular hasis periodically. A refresher course or 
orientation progranmle for personnel at  senior levels might also be 
held from time to time to cnwre overall efficiency and iqtroducing 
best possible procedures. 

101. The Com~nittt-e note that the Reserve Bank of India has also 
instituted a system of inspertian of branches of public sector banks, 
with a view to educatiny their staff in the conduct of government 
b ~ r s i ~ e ~ s  ns  well ns to cnrly out 8 scrutiny of such transactions, The 
Rcserve Rank of India is stated to have inspected a majority of the 
harnches conducting rrovcrnnlent business on as many as three 
occasions. Llccordin~ to the Department of Economic Affairs 
(Bmking Division) there has been improvement in the banks' 
handling of Govcran~cnt work as a result of the inspections and 
trainings conducted 1 9  Reserve Bank of India. As a result of all 
these steps, some inprovemcnt has been achieved, avd there has 
taken place :\ clecline i ~ t  t h ~  incidence of delayed credits routed 
through the branches of State Bank of India from about Rs. 1162 
crores in 1930-81 to rrbout Rs. 47 crores in the eleven months period 
e d e d  February 1983. Thew figures however, pertain only to the 
branches of the State Rank of India. The Committee suggest that 
an indepth comparative study of the performance of the State Bank 
of India hranrhes vis-a-vis other authorised banks should be made 
to decide upon nreusurcs which are most likely to minimise delays 
in credit transfers. 

102. Introduction of job cards. at  the instance of the Reserve 
Balrk hac admittedly beem of value. The job cards cover the main 
Areas of Government trrrns~ctions and enumerate in a sequential 
order steps to be taken by banks' staff in deahg  witb tbe transac- 
tions. They also help the banks in coping with brablems arising 



out of seasonality of Cioverment w& 

103. The Committee note with appreval Cavwwrnent's decision ta  
charge i h e  corrcerned hanks interest at the rate of 59% per annun 
on the remittances to the Government which are delayed by more 
than oxre month. 

104. In regard to inter-hornch accounts of the Public Sector 
Banks, the Committee on Papers Laid on the Table of Rajya Sabha 
have, in Paras 28 to 31 of their Eighth Report on Natiunaliqd 
Banks, expressed distress over the fact that a large number oh' 
items of accounts in respect of almost all the public sector banks 
had been left uureconeiled, incomplete, unscrutinised and in arrears 
for sever3 years. Some of the public sect* banks had not not even 
been able to give the particulars of the number of branches or the 
amounts involved in the itcmr in which reconciliations /adjustments 
were in arrews. The Committee find that discrepancies in the 
inter-branch accounting procedures have resulted in sizeable arrears 
i n  reconciliation of accounts between the receiving banks and link 
branches. Total nuntbr?~ of outstanding entries in respect of all public 
sector banks stood at 323.25 lakhs amounting to Rs. 200169.05 crores 
in 1982 and 387.35 lakhs iuvolving Rs. 168565.26 crores in 1983. The 
Committee c o n 4 e r  that Illis reveals a grave situation. 

105. Various reasons have been assigned by the Ministry for the 
present state of the inter branch accounting of the banks. The 
Committee have been informed in this connection that the Reserve 
Bank of India have issued a circular to the executives of all bank$ 
expresskg their concern over this matter and reiterated the need 
for their reviewing the position from time to time. Reconciliation 
of inter-branch wcounts. is of the greatest importance. and the 
Government and the Reserve Bank should view the situation with 
much greater concern and urgency than they have done hitherto 

106. At the same time. the Committee would like to draw atten- 
tion to certain specific areas of failures in implementation of the 
procedures in regard to inter-branch transactions. These are: 

(i) Thc Procedure for giving running aerial number of each 
scroll has not heen adopted by most of the receiving and 
link branches with the result that the designated link 
branches are unable to trace the missing scrolls. if any. 
along with the amounts collected. There was genera l l~  
no svntem of reconciliation between the figures of govern- 
ment dncs as collected hp the receiving branches and t h ~  
rcceivcd and remitted hg the link branches to  the Reserve 



Balk  The banks had, therefore, no m e w  of gatisfying 
themselves ihat collections made by their receiving bran- 
ches were actually received by them and remitted to the 
Reserve Bank in all the cases. 

(ii) Delays ranging from one to as many as four months and 
more have occurred in the preparation of cousolidated 
scrolls by the link barnches for submission to the focal po- 
int banks resulting in corresponding delay in crediting the 
reccipt to the Government account. 

(iii) No action was taken to settle the discrepancies.'deficien- 
cies that came to light in link branches resulting i : ~  
collections remainina unremitted to the Reserve Bank. 

(iv) Credits received in link branches from collecting branche? 
were written hack 'deleted for want of s n p p o r t i . ~ ~  rcrcipt 
wmlls/schcd~~les~challans etc. 

(v) licavy receipts of Government dues have generally heeo 
taking place in the last fortnight of the financial year. 
In<!ructiom ware  not being strictly followed with r e c a d  
to the introduction of a special messenger arrangement 
durinz the pc.riod from 17th to 31st March every year to 
msurr  the pas in<  on of scrolls etc. along with the coller- 
tiow in the desiynated link branches of the nominated 
pnhlir sector I>:. lks to the focal point hanks on the cem 
da3 of receipts from the puhlic. 

107. Thc cuunniltec regret to have to ohserve the general nnn- 
complianci~ of prescribed procedures laid down with a view to ensur- 
ing regular rind timclv remittance of collections to Government 
accounts. The Co~nmittee understand that Reserve B w k  had issue* 
a general circular in June 1983 to all public sector banks handling 
Governmcnt work cnjoi~~in:: strict compliance with the requirement 
of ~ i v i n ~  cep~ra tc  r~rnning numbers to the scrolls for each accounting 
year. of yrepar in~  consolidated scrolls in respect of tax collections 
in time and of cstal~lichin~ a special messenger system in the later 
part of Mnrcli every y w r  Rlthtn~gh two years have elapsed since 
thae instructions were iswed. the Committee consider that the 
Reserve Bank of India Hsnking Division should review the workin: 
of the! various rewiving link branches on a selective Wi with a 
view to ascertaining the csxtmt to  which thr prescribed pmcedu~s 
are hcinrr complkd with. The Cammitt* .would like to -he & 



of the findings of this rcview and any consequential action taken 
by Government. 

108. The Con~mittee :we informed that the adjustment of the net 
effect of payments made by the general public etc. in the. Goveknment 
account is carried out at the stage where the Focal Point Bank hap- 
pens to be n branch of the Reserve Bank of India. The adjustment 
b, however, delayed furlher if the State Bank of India has been named 
as the Focal Point Bnnlr since the net effect is passed on to the 
Bombay Offix first and thm to the Delhi Office and only thereafter 
adjusted with the Kescne Rank of India. The Controller General 
of Account5 i~ds  suggested the cutting out of one of the stages autho- 
rising special branches at Bombay, Calcutta, Madras, Bangalore and 
Ahmedabad to ~.eceive 1 2 ~  daily advices and effect cash settlement 
with the Reserve Bank of Endia. The coordinating and reporting 
fulrctions woufd continuc with the Government Accounts Section 
Ibmbaj a11c1 Union Ministries Accounting Liaison, New Delhi. The 
State Bank of India is stntcd to have accepted this in principle and it 
i s  being inlplemented in stages. The Committee consider this to be 
a step in the right direction and hope that this will reduce the time 
kw involved in adjustment of the net efhxt of payments in Govern- 
ment account. Tbe Committee would however emphasise the im- 
portance of speedy implementation. They wodd like to be apprised 
of the propks  made m this regard. 

109. According to the exiqting procedure, the amounts received 
It! Focal Point Ranks but not credited to (;overnment account are 
hooked in  Prinpical Accou!~t Ofice under Suspense Head-Public 
Sector Rsnk Suywnse' every month. The amounts are cleared from 
the Swpnse  Head by the Principal Accounts Office on the basis of 
moathlv advice receviecl fro-- the Reserve Bank of India regarding 
the wttlements made by the Headquarters of the Public .*tor Hank 
concerned. Thus, a review of this Suspense Head enable, tJw review 
authoritims to knom Cllc total amount still in the pipeline and :jot ad- 
justed in Government account. The Committee are constrained to 
point out that the outstandings u n d a  PSB Suspense during each of 
the months of the period from 1980-81 tc, 1981-82 were inordinalely 
large. Tbe bqest outstanding amount in a month durinp, 1980-81, 
1981-81 and 1982-83 was respectivdy Rs. 1138.93 crores (Dr.) in 
Februarv 1981, Rs. 2169.62 crow (Dr) h August 1981 and 
Rs. 3252.67 crores (Llr.) in December 1982. 

110. The Committee feel that there is considerable time lag 
Wween the dqmks made by wsessee in baakg and their eventual 



credit tn Reserve Bank of India/Gwernmemt Accounts and final ad- 
jurs-nt in Pay and Accounts Office. Huge accumulations in the 
Suspense Head means delay in accounting of tiovdmment dues, and 
is h u g h t  with possibilities of irregularities, frauds etc. The Com- 
mittee would, therefore, Iike to emphasise the need to ensure the 
crediting of the an~ounis collected at the earliest possible moment and 
to nlaintnin the bala,we at the minimum level under this head, To 
achieve this ead, Guvel l;incne should devise mecessary measures for 
ensuring timely credit ol Government dues by Public Sector Banks to 
Reserve Bank of ndia; the prompt s~~bmission of credit advices by Re- 
serve Bank.of India to Yiiy atid Accounts Office; and the speedy recon- 
ciliation of the bnl;~nre> dues under the head PSE Suspense' at the 
Ministry's end. There citll bc no excuse whatsover for the failure to re- 
concile accounts between various Public Sector Banks and the Govern- 
ment in regard to Government transactions promptly. As it is they 
have continuously been in arrears right from the inception of the 
scheme i p  1976-77. Insofor as State Bank of India is concerned, 
the respective numbers of items pertaining to the years 1976-77 and 
1977-78 yet to be reconciled are stated to be 7 and 97. The come* 
ponding figure5 for tl:e year\ 1978-79,1979-80, 1'380-81 1981-31 and 1982- 
83 are 3904, 4035, 7202, 4869 and 7011 respectibelq. The Depart- 
ment of Economic Affairs have stated in this connection that it had 
not been possible to identify the amonnts involved in these cases- AS 
regards other Public Sector Banks, the number of items uuder recon- 
ciliation are not eadily available with the Ministrv. The Committee 
take a very serious view of the inability expressed by the Ministry 
even to give particu1al.r of the number of items yet to be reconciled 
in respect of all the Public Sector Banks and the amount involved 
therein. Evidently the Ministry has not made any serious effort to 
monitor rcconciibtioa of urrcars. The Conmittee would like the 
arrears in reconciliation of the accounts between various Public 
bSector Rankg and Government accounts to be correctly ascertained 
and cleared expeditiotaly tmder a time-bound programme. They 
would also like to IW apprisctl of the latest position in this regard 
The Committee consider that a serious attempt should be made to fix 
rvrrs%ility for the existing most deplomble state of affairs in a 
matter of such financial significance. 

11 1. The Committee find that the a p w i s e  break up of the figures 
under PSLSusperrsc' i.4.. the amount in the suspense account 
nemaining unreconciled for more than 3 months, 6 months, one year 
and above is not being maintained by the Ministry. According to tbe 
Department of Economic Affairs, the adjustments carried oui in a 
r~tonth may include transactions not only for that month but for 
earlier months nnd in stray cnscs for c ~ r l i e r  years as well. Unless these 



adjustments are posted against all these months in respect of each 
Pay and Accounts Office, it will not be possible to wofk 
out an age-wise anafysis manually. This, accerding to the 
Departme,nt invuh es stupendous task.. Things should not 
have been allowed to get io to this stage. Tbe least they could m w  
do is: to evolve a p k e d u r e  to work out at least a yearwise analysis. 
The Committee are of the view that age-wise analysis will be =es- 
.wry for proper monitoring of adjustment of Government dues. They 
would suggcst that if it is not possible to work out an age-wise analg- 
sb manually, the feasibility of introducing computers for this purpose 
should be explored so as to keep track of the old outstanding en* 
in the PSB Sospense. 

112. Insofar as the reconciliation between depdrtmental figures 
and accounts figures ate concerned, the Committee are informed that 
there is no unreconciled amount between departmental figures and 
account figures relating to the Central Road of Direct Taxes for the 
accounts upto 1981-82. Howevek, the work of reconciliation in this 
respect in regard to the Central Board of Excise and Custom upto 
1981-82. has not been completed in respect of 9 out of 25 Collec- 
torates. In fact. in oile Collectorate the work is stated to have h e m  
completed only upto March 1979 and in another upto March 1978 
only. In yet another Collectorate, the work of reconciliation of Cen- 
tral Excise Revenue fiwres wa5 yet to be taken up from 1977-78. 
T h e  Comn~ittee are unhappy over the inordinate delay in completion 
of the rcconciiiatio?l vwrk hetween departm~ntal figures and arc+ 
unts figure5 The Jkpartment of Economic Affairs. have ~tated in 
this connection that the Collectorates have been directed by the Board 
to complete the reconciliation for the past mriod urgently. The 
Committee would like this work to be completed within a time fname. 
They would also like to be informed of the latest position h regard to 
reeonsiliation of work in respert of both Central B o d  of Direst Tnvw 
and Central Board of Ewise and Cus-tomv Revenue figures. 

113. The C'omnlittee arc. given to undervtand that the Crntral 
b a r d  of Excise and Cudoms had attempted a revicxu of svstem of 
collection of Government dues in a limited departmental context which 
was disc& during a conference of the Collecton of Customs and 
Central Excise. At thk conference, it was. felt that the uw of micro- 
computers cciald Ipe con4dcred first on a pilot basis in some major 
Collectorateci. For this. a group of officers was: appointed by the 
Board to examine the f e a m i  of introducing the micra-cornputem 
to compile the lmenoe accounts. C o n q e n t  upon the receipt of 
the Repod of this moup. the Government approved the experimrntrl 
'mtaodartbn cbf cornpotem in two Central Excise Colhxthtes  at New 
Delhi and Rangalore in the first phase. Accardlng to the lkpartment 



of Economic Affairs (Fabnlrtry 1985), the system is expected to start 
on an expe&uental basis in these two Cokctmates very seoa and 
based on the d t s  of tbe bper.ment, computers will be hsWled iu 
othdr Collectorates. The Committee would like to be informed of 
the improvements brought out by the introduction of this scheme 

114. The conference of Collectors of Customs and Central ~ x c i s c  
had also suggested that it wouId facilitate quick c o m p i ~ i 0 u  and re- 
con&ation of duty payments if departmental treasuries are set up 
in all Collectorate Headquarters. They had pohted out that this 
alternative could he considered in the place of the present system of 
collection through Nationalid Banks in view of the enonnous plrol& 
lems being faced in reconciliation. This recommendation of the eon- 
ference was examined by a Working Group of Officers compriFiog of 
five Collectors and Chief Controller of Accounts. This WO*~ 
Croup in its repart has observed that the existing reconciliation pro- 
cess is unduly complex, cumbersome, loaded with scriptog work and 
needs to he changed. Fwrthtv arcording to this Croup as an alterna- 
tive to the present procedure a simplified accounting procedure based 
on one range-one collecting bank' and 'one focal point bank for m e  
Collectoratc be adopted. It  has also been suggested by this group 
that ae a long term solution, the revenue reconciliation and accounting 
may he computerid. The report of this Warking Group is stated 
to be ~ ~ n d c r  conrideration of the Central Board of Excise and Customs. 
While the Committee would like the suggestion in regard to compu- 
tensation of revenue reconciliation and accounting on h n g  term 
hash to be given due consideration they are unable to see the wi(idm 
of the suggedon for one range--one collecting hank and one focal 
point hank for one Collectorate'. In the view of thc Committee thk 
will he a retrograde step as, apart from other reawnc. this arrangie- 
mcnt will be put the puhlic at large to great inconvenience. 

115. The  Colt~mittth~ are of the view that the work relating to thr 
review of the procedural aspects of collection. accounting and m n -  
ciliation of revenue lreceipts of Government needs to he thoroophly 
overhn111e.l wit11 n view t o  \implifying it In this connection. t lw 
Committee understand (February 1985) that a Working Gmup under 
the Chairmanship of the Chief Accountant. Reserve Bank of Indim 
and comprising .semior officials of Government of Indin. Reserve Rank 
of India and Public Sector Bank. (including State Rank of India) haq 
heen constituted to review the procedural mpectq Ckwernment 
Accounts. On receipt of the Report of this Workhe. Gmlrp. Gnr- 
emment also propose to se.t up a Standby Crnnm0rttee to review the 
procedure on an on-gdng ba.* to suggest witahk improvement.. 



'The Commitlee hope that the Standing Committee will be set up 
witbout delay if it hPs not already be& set up. 

u.PL 
4 

116. The Coaimittce are surprised that Government Directors, 
whose job is to provide liaison between the Government and the 
bmks in addition to being members of the top management b d  
dealing with important matters, have failed to pevform any role in 
the matter of monitoring the remittance of receipts by banks on behalf 
of Government and their transmission to the Government account. In 
the Committee's view the Government Directors should be able to 
provide a useful channel for watching Govdrnnient's interests in this 
behalf. The Committee agree to the suggestion of the Secretary, 
Expenditure that a procedure should be evolved whereby the respec- 
tive banks wouM submit periodical Reports to the Board of Directors 
for their scrutiny who in turn would submit Repdrts to the Covern- 
ment on the progress acl&\cd. The Committee desire that a suitablc 
mechani i  for monitoring remittance of Government revennes and 
their accounting should be set up without delay. 

117. The Committee are given to understand that the assessees 
depositing Govenment dues in Public Sector Banks often complain 
that branches of Public Sector Banks anthokised to collect Government 
dues generally insist on tax payers to open an accoupl to deposit the 
money and sometimes even insist that the client 5hauld bring cash 
instead of cheque. The Committee wouM like Govemment to enquire 
how far such complaints are justified and take suitable steps to advise 
the public of their rights and the bank employees of their duties. 

E. AYYAPU REDDY. 
Chairman 

PubEZc Accounts Committee. 



A P P E N D I X  



Statement of Observations 'Recommendations 

I '$5 E ~ O ~ ~ O I I I ~ C  .Wails l % . u ~ k i t i y  The ..;,.!wrnes for the receipt of Government dues on account of 
Division, direct t..xcsand indirect taxes by nominated public sector . 

banks, in addition to Reserve Bank of India'State Bank of 
India. wcxc intstducetl by the Government ot' India with effect from 
1st April. 1976 and 1st April 1977 respectively. In accordance 
with the Memorandum of Tnstructions issued by the Reserve Bank of 
India the branches of the no~~linated public sector banks receiving 

4 wch dues are required to transfer their daily collections on this ac- 
count to their tiesignated link branches positively at the beginning 
of the next working day. After scrutiny. the designated link branch 
has in tut-11. to immediately transmit to the focal point bank (i.e. Re- 
cerve Rank or the branches o f  State Bank conducting Government 
treasury business. as the case may be) the daily scrolls and the chal- 
lans. including its own, together with a cheq~cjdraft for the t d  
amount collected as indicatsd in the relevant scrolls for crediting to 
Government account within the prescribed time limit of 3 to 7 days. 
The Rcscwe Bank emphasised (Jude  198 1 ) that the day's cc~llections 





wetion, the Secretary, Department of Expenditure representing on be- 
half of Depafirneat of Econornlc Aftairs stated during evidence that 
85 per cent of the tax collections were not remitted in seven days. 
This contradicts the claim of the Department of Economic A@ks 
(Banlung Division) that major portion of the tax collection is credit- 
ed to Government account within a time frame. The Committee 
therefore may fairly conclude ( 1) that remission of amounts collect- 
ed as Government dues in a very large number of cases is delayed, 
(2) that the delay ranges from a few days to a few months and (3) 
that the amounts involved are substantial. 

The &lay In remittance ot Government dues by Public Sector 
Banks has been attributed by the Ministry of Finance to the circum- ," 
stances beyond the control of the banks. These are stated to be staff 
agitations; &lays in the postal transmission of credit advice; seaso- 
nal pressure of work particularly during June, September, Decem- ' 

ber and March each year when people have to deposit advance 
taxes. lapses of bank staff; shortage of bank staff; and remoteness of 
some of the receiving branches. None of these can be said to be 
djfficulrjes of a noval kind. They could have been overcome by 
increasing the period within which the sums collected had to be 
remitted. Instead of that the Reserve Bank allowed the time limit 
of a of seven days to remain when the position was re- 
viewed. It was in any case open to the Reserve Rank to go into 
each of these circumstances making it difficult for bank to remit the 

, _ _ _ _  - _-___ __- -I--- ---I__---- --- - - -  - - -- 
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amounts collected to the focal centres in time. Moreover problems 
sucb as sm agitations and l a p s  on the part of Bank staff are few 
and far between and could only explain delay of an exceptional na- 
ture in any one year. Shortage of staff cannot reasonably be ad- 
vanced as one of the reasons for the delays. The concerned banks 
are remunerated by wbstantial payment by way of cammission by 
the Governhen t for undertaking this work of collection of revenues 
on their behalf. It was up to the Banks to remi t  whatever addi- 
tional staff wa\ needed. The Committee trust that adequate reqe- 
dial measures will now be initiated by the concerned Banks in this 
direction. UI e 

4 g Ecn~mmir Affair.; 
(Banking Division ) 

Seasonal pressure of work during June. September. December 
and March. is also a week excuse in face of the fact that there is 
a fairly even flow of receipts thrayghout the year except for March 
because the bulk of the %vernment revenue comas from in&& 
taxes. Tn so far as pressure during March i s  concerried. this muld 
well be looked-after by the Special Messenger System inducted into 
service during the last fortnight of the financial year. 

Reasons such as postal delays and remoteness of Bank bradm 
etc. are also not cogent. The Ministry have contended that while 
in  the hip metropolitan cities of Madras. Bombay. Calcutta and 
mlhi and the Stato capitals which have Reserve Bank &anghu6. it 



is possible to carry out the adjustments within seven days' titqa in 
remoter areas, such as Arunachal Pradesh, it would take much qsote , 

time as there are no means of conveying information through 
and the facilities of posts and telegraphs have to be resasted to. 'lBe 
Committee, regretfully note that the limit of seven days is not beiqg 
strictly adhered to even in big metropolitan cities which have 
ceiving bank branches. link branches and focal p o h  banks at the 
same place. A test check of the r m r d s  of 504 banks, ~gkm-wbp, 
relating to the period 1978-79 to 1981-82 revealed 39m CaseS 
of delays upto 30 days. 

The Com1nitte.e are informed by the Department of m c  
Affairs that several other measures have also been initiated by t h  
with a view to avoiding delays in remittance of collections by public 
sector banks. These include training programmes undertaken by 
Reserve Bank of India for the benefit of staff members of puhttc 
sector banks to improve their conceptual skills for haadling t$is 
work. A workshop on Government and Bank accounts was m g -  
ed by Reserve Bank of Tndia in October 1983 for the k & t  d 
representatives of bankq. R e m e  Bank of Tndia has also been writ- 
ing from time to time to the Chairman and Managing Directors of 
puHic scotor banks impressing upon them the need to improve their 
hitndling of Govemmunt work. The Committee welcome &me 
measures and hope that these programmes will be made sufliciently 
wide-ranged and arranged on regular basis periodically. A refres- 
h~ course or orintntinn procramme for personnel at senior levels 

-.--.- -- - - - - - -  - . --- .----- 



might also be held from time lo time to ensure overall efficiency and 
introducing be< t pcrssible procedures. 

Economic Aftairs The Committee note that the Reserve Bank of India has also in- 
( h ~ i k i t i ~  l ) i v i s i i ~ t ~ )  stituted 3 system of inspection of branches of public sector banks 

with a view to educating their staff in the conduct of government 
business as well as to carry out a scrutiny of such transactions. The 
Reserve Bank of India is stated to have inspected a majority of the 
branches conducting government business on as many as three oc- 
casions. According to the Department of Economic M a i n  (Bank- $ 
ing Division) there has been improvement in the banks' handling of 
G o v m e n t  work as a result of the inspections and trainings wn- 
ducted by Reserve Bank of India. As a result of all these steps, 
some improvement has been achieved, and there has taken place a 
decline in the incidence of delayed credits routed through the bran- 
ches of State Bank of India from about Rs. 1162 crores in 1980-81 
to about Rs. 17 crores in the eleven months period ended February 
1983. These figures however, pertain only to the branches of the 
State Bank of India. The Committee suggest that an indepth com- 
parative study of the pdormance of the State Bank of India branches 
vis-a-vis other author sed banks should he made to decide upon mea- 
sures which are moct likely to minimise del:~ys in credit transfers. , 



a tan Do. 

Do.' 

Lntroduction of job cards, at the instance of the R ~ S B N ~  Bank 
has admittedly been of value. The job cards cover the main areas 
of Government transactions and enumerate in a sequential order steps 
to be taken by bank<' staff in dealing with the transactions. They 
also hdp the banks in coping with problems arising out of seasonality' 
of Government work. 

The Committee note with approval Government's decision to 
chatgo the concerned banks interest at the rate of 5 per cent per 
a m m  on the remittances to the Government which are delayed by 
more than one month. , , 

In regard to inter-branch accounts of the Public Sector Banks, p 
the Committee on Papers Laid on the Table of Rajya Sabha have, 
in Paras 28 to 31 of their Eighth Report on Nationalised Banks, ex- 
pressed distrw over the fact that a large number of items of accounts 
in respect of almost all the public sector banks had been left un- 
r8conciled, incomplete, unscrutinised and in arrears for several yew.  
Some of the public sector banks had not even been able to give ' 

the particulars of the number of branches or the amounts involved 
In the items in which reconciliatjr~~l~I~adjustments were in anears. 
The Committee flnd that discrepancies in the inter-branch accounting 
@urn have rmulted in sizeable arrears in reconciliation of ac- 
counts between the receiving banks and link branches. Totai n h -  
ber of outstanding entries in respect of all public sector banks stood 
at 323.35 lakhs amounting to Rq. 2001 69.05 crores in 1982 and 

-- - - -- ---- 
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307 -35 t a m  involving Rs . 168 565.26 cma in 1983 . The Cdttl- 
mittee canpi&r that this reveals a grave situatfon. 

r t  105 Economic Affairs (Banking Division) V a r i ~  reasons have been ass&aed by the Ministry f a  the 
present state of the inter-branch accounting of the banks. The Corn- 
mittee have been informed in this connection that the Reserve Bank 
of India have i d  a circular to the executives of ba&s ex- 
pressing their concern over this matter and reitcrated the need for 
their reviewing the position from time to time. Fieconciliation of inter- 
branch accounts, is of the greatest importance, and the Goverement 
and the Reserve Bank should view the situation with much m t a t  
concern and urgency than they have done hitherto. 

Do. At the same time, the Committee would like to draw attention to 
wt%ih spediflc areas 6f failures in implemcntottion of the pxwedutes 
in regad to jhk~'t,tanch tradsactions. These are: 

( i )  The Procedure for giving running serial number of each 
drOll has not been adopted by most of the receiving and 
link branches with the result that the deS&naW lit& 
branches are unabie to trace the mi$&& &, if afr9, 
along Mth the atl;louHs cdkcted. TWc w8s @Mil& 
no s p t d  of reconcrillhtion behwedi~ tbe of OQ- 
vetnment db& as c o ~ t e d  by tBe rClreefefjde: t)ra[llW 



and those received and remitted by the link branches td 
the Reserve Bank The banks had, t h d o r e ,  no me& 
of satisfying themselves that coliections niade by tEi& 
receiving branches were actually received by &eih d(2 
remitted to the Reserve Bank in all the cases. 

(ii) Deldys ranging from one to i.ls many as four inonths and 
more have wcumci in the preparation of consolibatd 
scrolls by the link branches for sllbmission to the fM 
point banks resulting' in correspohding delays in &edit- 
ing the rkeipt to the Government acrount. 

( i i i )  No action was taken to settle the discrepancie/deficim- a 
c-ies that came to light in link branches resulting in d- 
lections remaining unrernitted to the Reserve Bank. 

(iv) Credits received in link branches from collccdhg Mat-  
ches were written backlddeted foi want of $upporting 
receipt scrolls ~schedules~challarts etc. 

(v) Heavy receipts of Government dues have g e n d y  been 
taking place in the last fortnight of the financial year. 
Instructions were not being strictly followed with ragard 
to the introduction of a special messenger arrangement 
during the period from 17th to 31at March every year, 
to ensure the passing on of scrolls etc. along with the 
collections in the designated link branches of the nsmi- 



nated public sector banks to the focal point banks on 
the very day of receipts from the public. 

Economic Affair4 (Baking The Committee regret to have to observe the general non-com- 
Division) pliance of prescribed procedures laid down with a view to ensuring 

regular and timely remittance of collections to Government accounts. 
The Committee understand that Reserve Bank had issued a general 
circular in June 1983 to all public sector banks handling Govern- 
ment work enjoining strict compliance with the requirement of 
giving separate running numbers to the scrolls for each accounting 
year, of preparin:, consolidated scrolls in respect of tax collections in 
time and of establishing a special messenger sytem in the later part 
of March eve:y year. Although over two years have elapsed since 
these instructions were issued. the Committee consider that the Re- 
serve Bank of Tndial~anking Division should review the working of 
the various reccivingllink branches on a selective basis with a view 
to ascertaining the extent to which the prescribed procedures are being 
complied with. The Committee would like to be apprised of the 
findings of this review and any consequential action taken by Gov- 
ernment. 

Do. The Committee are informed that the adjustment of the net 
effect of payments made by the general public etc. in the Govern- 
ment accourrt i s  carried o u t  a t  the ctage where the Focal Paint Bank 



happens to be a branch of the Reserve Bank of India. The adjust- 
ment is, however, delayed further if the State Bank 'of India' 
has been named as the focal point bank since the 'net 
cffect is paswd on to the Bombay Office first and -then to the Dew 
Ofece and only thereafter adjusted with the Reserve Bank India. 
The Controller General of Accounts has suggested the cutting out 
of one of the stages authorising special branches at ~ o r n h y ,  
Calcutta. Madras. Bangalore andi Ahmedabad to receive $he daily 
advices and effcct cash settlement with the Reserve Bank of India. 
The coorrlinating and reporting functions would continue with the 
Government Accoun tc Section. Bombay and Union hlinistries 
Accounting Liaiwn. Ncw Delhi The State Bank of Tndia is stated 
to have accepted this in principle and it i 4  being implemented in 
Stqgcs The Committee cowider this to be a step in the right direc- 8 
tion and hope that this will reduce the time lag involved in adiust- 
ment of the net effect of pavments in Government account. The 
Committee would h o ~ ~ c v c r  emphasise the importance of speedv 
implementation Thev would like to be apprised of the p r o v e s  
made in this regard 

According to the existing procedure, the amounts received by 
Focal Point Banks but n o t  credited to Government account are 
h o k e d  in Principal Account Office under Suspence Head-'Public 
Sector Hank Suspense' every month. The amounts are cleared from 
the Sus~ensc Head by the Principal Accounts OfXce on the basis of 
monthly advice received from the Reserve Bank of India regarding 
the settlements made by the Headquarters of the public Sector Banks - __ ____ _ ___ .  --I-- - -  --- -- 

Do. 





the bdmces!diles uxider the head 'PSB Suspened at the lAhi&$s 
end. There can be no excuse whatsoever for the failure to mxdb 
acoBMts between various Public Sector Banks and the GoWmnmt 
in regard to Government transactions promptly. As it is they have 
continuously been in arrears right from the inception of the scheme 
in 1976-77. Insofar as State Bank of India is concerned, the 
pective numbers of items pertaining to the years 1976-77 and 1 q -  
78 yet to be reconciled are stated to be 7 and 97. The correspoilW 
figures for the years 1978-79, 1979-80, 1980-81, 1981-82 d 
1982-83 are 3904, 4035. 7202, 4869 and 7011 respectively. abe 
Department of Economic Affairs have stated in thM ,co~nectiOn. da8€ 
it had not been possible to identify the amounts invohd in &I#e 
cases. As regards other Pubilc Sector Banks, the rhnnber d 3 under reconciliation are not readily available with the Mfnistry. The 
Committee take a very serious view of the inability expressed by tht 
Ministry even to give particulars of the number of items yet to be 
reconciled in respect of all the Public Sector Banks and the amount 
involved therein. Evid'ently the Ministry has not made any d o a s  
effort to monitor reconciliation of arrears. The Committee wzwM 
like the arrears in reconciliation of the accounte kttveen various 
Public Sector Banks and Government accounts M. be correctly aster- 
tained and cleared cxpedtitiously under a time-bound pr-. 
?!hey wo'uld also like to be aBprised of the late@ poeition in this regad. 
The ch&&ke cansider that a Sariaas attempt should be . 

nrponsibilfty fm the existing most ClcpbmMe M e  of in a 
matter of such financial significance. 

--- ---- . - 
-' 



.- 

I 0 3 ' , 
4 . . . * -- - -- 

17 1 1 1  Do. The Committee find that the age-wise bre& up df the fi'&es 
un&r 'PSB--Suspense' i. e. the amount in the suspense accoGt 
remaining unreconciled for more than 3 months, 6 months, one year 
and above is not being maintained by the Ministry. According to 
the Department of Economic Affairs, the adjustments carried out in 
a month may include transactions not only for that month but for 
earlier months and in $tray cases for earlier years as well. Unless 
these adjustments are posted against all these months in respect of 
each Pay and Accounts Office, it will not be possible to work out an 
age-wise analysis manually. This. according to the Department in- 
volves stupendous task. Things should not have been allowed to 
get in to this stage. The least they could now do is to evolve a 
procedure to work out at least a year-wise analysis. The Committee 
are of the view that age-wise analysis will be necessary for proper 
monitoring of adjustment of Government dues. They wuld  suggest 
that if it is not possible to work out an age-wise analysis manually, 
the feasibility of introducing computer5 for this purpose should be 
explored ~o as to keep track of the old outstanding entie5 in the PSB 
Suspense. 

Do. Lnsofar as the reconciliation between departmental figures and 
accounts figures are concerned, the Committee are informed that there 
i s  no u~reconciled amount between departmental figures and account 



lgures relatmg to the Ceniral Board ot Dlrect Taxes for the accounts 
uptu 1981-82. However, the work of reconclation in t h i ~  respect 
In regard LO the Central Board of Exclse and Custom upto 1981-82, 
has not been completed in respect of 9 out of 25 Collectorates. In fact, 
in one Collectorate, the work is stated to have been completed only 
upto March 1979 and in another upto March 1978 only. In yet 
another Collectorate, the work of reconciliation of Central Excise 
Revenue figures was yet to be taken up from 1977-78. The Commit- 
tee are unhappy over the inordinate delay in completion of the 
reconciliation work between departmental figures and accounts 
figures. The Department of Economic Affairs have stated in this 
connection that the Collectorates have been directed by the Board 
to complete the reconciliation for the past period urgently. The 
Committee would like this work to be completed within a time frame 
They would also like to be informed' of the latest pasition in regard 
to reconciliation of work in respect of both Central Board of Direct 
Taxes and Central Board of Excise and Customs Revenue figures. 

Do. The Committee are given to understand that the Central Board of 
Excise and Customs had attempted a review of system of collection 
of Government dues in a limited departmental context which was 
discussed during a conference of the Collectors of Customs and 
Central Excise. At this conference, it was felt that the use of mime 
computers could be considered first on a pilot basis in some Collee 
torates. For this, a group of officers was appointed by the Board to 
examine the feaqibility of introducing the micro-computers to compae 

_ _ _ _  --- -- - - 
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tfre revenue accounts. Consequent upon the rocdpt of the 09 
this group, the Government approved the exparimenw ht~aducfian 
of computers in two Central Excise CoUectorates at Vew Wi and 
Bangalore in the first phase. According tm the Ikputment  d 
Economic Affairs (February 19851, the system is expemd tm st& 
on an experimental bash in these two Colleotomtes vepry p d  
based on the resillts of the experiment, computers will be install4 in 
other Collectoratcs The Committee would like to be informed of 
the impruvements brought out by the introduction af this me. 

The conference of Cdi- d Cudcsm and Central Excise had 8 
also suggested that i t  would facilitate quick compilation and recon- 
ciliation of duty pa3ments if departmental treasuries are set up in all 
Catlectorate Headquarters. They had pointed out that this &rim- 
tive could be considered in the place of tbc present system of d e c -  
tion through Nationalised Banks in view of the enormous problem 
being faced in reconciliation. This recommendation of the confc' 
rence was examined' by a Working Group of OfXcers comprising^., 
five Collectors and Chief Controller of Accounts. This Working 
Group in its report has observed that the existing reconciliatiqg p p  
cess is unduly complex, cumbersome, loaded with scriptary work ahd 
needs to be changed. Further according to this group as an altetew- 
tivt to the present procedure a simplified accounting procedure based 



on one range-one collecting bank and one tocat point bask fer 
Collectorate' be adopted. It has also been suggested by this 
that as a long term solution, the revenue reconciliation and ~ c ~ ~ t n t i a g  
may be computerised. The report of this Wor- *up is stated. to be 
under consideration of the Central Board of Excise and Customs. 
While the Committee would like the suggestion in regard to 
tetisation of revenue recondliatjon and accounting on long term 
basis to be given due consideration they are unable to see the worn 
of the suggestion for one range-one collecting bank and 'one focal 
point bank for one Collectorate'. In the view of the Committee this 
will be a retrograde step as, apart from other reasons, this arrange- 
ment will put the public at large to great inconvenience. 

Do. 

u 
c1 

The Committee are of the view that the work dat ing  to the 
review of the procedural aspects of collection. accounting and recon- 
ciliation of revenue receipts of Government nee& to be thoroughly 
overhauled with a view to simplihring it. In this connection, the Cam- 
mittee understand (February 1985) that a Working Group under the 
Chairmanship of the Chief Accountant, Reserve Bank of India and 
comprising senior officials of Government of India, Reserve Bank 
of Tndia and Public Sector Ranks (includinc State Rank of Tndia) has 
h e n  constituted to r6view the procedural :~snects of Government 
Accountq. On receint of the Rewrt of this Workine Group. Govern- 
ment alw propose to set un a Standine Committee to review the 
procedarc on ;In on-poinv hasis to suecrest sr~itaMr ini~rovements. 

-_.*_ -_ . -  -. - -____ ---- . - .- . -- *- 
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The Committee hope that the Standing Committee will be set up 
without delay if it  has  no1 alrcndy haen set up. 

The Committee are surprised that Government Directors, whose 
job is to provide liaison between the Government and the banks in 
addition to being membeis of the top management board dealing 
with important matters, have failed to perform any role in the mat- 
ter of monitoring the remittance of receipts by banks on behalf of 
Government and their transmission to the Government account. In 
the Zommittee's view the Government Directors should be able to pm- 
vide a useful channel for watching Government's interests in  this be- 
half. The Committee agree to the suggestion of the Secretary, Expendi- 
ture that a procedure should bc evolved whereby the respective banks 
would submit periodkal Reports to the Board of Directors for their 
scrutiny who in turn would submit Fkports to the Government on the 
progress achieved. The Committee desire that a suitable mechanism 
for monitoring remittance of Government revenues and their accoun- 
ting shoulc! be set up without delay. 

The Committee are given to understand that the assessees &pa&- 
ting Government due5 i n  Public Sector Banks often compkin that 
barnches of Public Sector Banks authorised to collect Govemmmt 
dues generally insist on tax payers to open an a~count  to &?posit the ' .  



money and sometimes even insist that the client should bring cash 
mstad of cheque. T h e  Committee would like Government to a- 
qulrz how for WCII  conipl~t~lts  are justified and take suitable steps to 
advice the ptibllc of their r.18hts and the bank employees of beit 
dutre,. - --- --- - -- - - -- - - - - -- - - . 




