From Ref: No Misc/4yp /2022-23
Indian Overseas Bank

Central Office : /\5 Dated: 04.03.2023
763, Anna Salai Issuing Department:
Chennai 600002 Banking Operations

Circular to All Branches/Regional Offices/Other Offices

Policy on Collection of Cheques/Instruments

Preamble

The Cheque Collection Policy of the Bank reflects our ongoing efforts to provide
better service to our customers and set higher standards for performance. The
Policy is based on Principles of Transparency and Fairness in the treatment of
Customers. Policy on Collection of Cheques/Instruments was earlier approved
by Board on 21.05.2020 and communicated through Circular No. Misc./22/2020-
21, Daoted: 16.06.2020.

During the Policy Renewal Process, Regulatory Directions, Internal and External
Audit Observations, Revision/Modification in the Existing Policy Terms and
Additional requirements have been considered and Board has approved
renewadal of the Policy on 09.02.2023.

Operational Instructions: .

Revised Policy on Collection of Cheques and Instruments as approved by the
board is provided as Annexure. The Sdlient Features of the Policy Includes the
following

% Collection of Cheques and other instruments payable locaily, at centers
within India and Abroad. .

< Our Commitment regarding Time Norms for Collection of Instruments.

Policy on Payment of Interest in cases where the Bank fails fo meet time

norms for realization of proceeds of outstation instruments.

Our Policy on dealing with collection of Instruments Lost in Transit.

Doorstep Banking Services through PSB Alliance

Positive Payment System (PPS) on Cheque Truncation System.
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Conclusion:

Branches and Regional Offices are advised to adhere to the revised guidelines
under the Policy on Collection of Cheques/Instruments for rendering effective
Customer Service.
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Indian Overseas Bank
Banking Operations Depariment Central Office Chennai

POLICY ON COLLECTION OF CHEQUES / INSTRUMENTS
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Indian Overseas Bank
Banking Operation Department
Cenftral Office, Chennai

/ instruments

1. Preamble:

From April 27, 2013 onwards, after migration of the entire cheque volume from
MICR system to C18, the fraditional MICR-based cheque processing has been
disconfinued and cheque iruncation has starfed. Cheque fruncation is the
process of stopping the flow of the physical cheque issued by a diawer at
some point by the presenting bank to the paying bank branch. In its place an
elecironic image of the cheque is ransmitted fo the paying branch through -
the clearing house, along with relevant information like date on the MICR
bond, date of presentation, presenting bank, elc. Cheque fruncation thus
obviates the need to meve the physical instruments across bank branches,
othet than in excepticnal circumstances for cledring purposes. This effectively
eliminates the associated cost of movement of the-physical cheques, reduces
the time required for their coliection and brings slegance o the entire activity
of cheque preocessing.

The electronic movement of images can faclitate reduction in the cledring
cycles aswell. Moreover, there Is no fear of loss of instruments in transit, Further,
imitations of the existing clearing system in terms of geography or jursdiction

“can be removed, thus enabling consolidation and integration of mulfiple:

clearing locations managed by differeni banks with varying service levels into
a nationwide standeard clearing system with uniform processes and practices.

Under giid iased cheque huncation system clearing, all cheques drawn on

bark branches falling wilkiin the grid jurisdiction are fredted and cléared os
local cheques. No oulsialion cheque collection charges / Speed Clearing
charges to be levied If the collecting bank and the paying bank are located
within-the jurisdiction of the same CTS giid even though they are located in

©  different cities, Detdlled circular regarding the procedure of CTS is in place.

The policy is based on principles of transparency and fairess in the treatment
of customers, The bank is.committed to Incredsed use of technology foprovide

- guick colleciion services o its customers. This polfcy docurmant covers the
following aspects:

» Collection of chéques' and other instruments payable locdlly dt centres
within india and abroad,
«  Our commitment regaiding time norms for collection of Instruments.

~~=a Policy'on peyment of inferest In cases where the bank fails o meet time

. norms for realization ©f proceeds of outstalion instruments,
= Qur policy on dealing with collection ;nstrumem‘s lost in transits

; : : Page 1 of 10
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21. {a)locgdl Cheques
Al “Cheque Truncation System (CTS] Compliance cheques and other
Negofioble: Instruments which ore poydble under a grid- system will be
presentfed through the clearing sysfam preygiling of the cenire. Cheques
deposited. af branch counters and in éollection boxes within the bidich
- prerises before the spedified cUt-off fime will be presented for clearing on the
same day. Cheques. deposited after the cut-off fime and in collection boxes
oulside the branch premises Including offsite ATMs will be presented in the
next clearing cycle. As @ policy, bank would give credit to the customer
account an he same doy clediing sefflement takes place. Withdrawal of
amounts so credited would be pemitted afterthe cheque retum schedule of
- the clearing house. All branches will fix up the day’s cut off fime forthe inclusion
of instrumenis for clearing, taking info account the fime required for scanning,
uploading and otherrelated operations. While dniving of ihe said cut off time,
care would be taken to extend maxirmum leverage fime o the gdvaniage of
the customers. Once the clearing zoneg s cledred Braneh Manhager to ehsure
thait the credils are reledséd dnd reguliidzed. Display bodrd will be: placed in
-~ the banking hal, indicating the cut off time limit for receipt of cheques for
clearing for the day.

2.1 [b) Bank branches situdted at centres which are nat mermbers of any CT8

. Grig or where no. clearing house exists, would present local cheques on |
drawee banks across the counter and it would be the bank’s endeavour to.
credit the proceeds at the earliest but not later than 7 working days from the
date of deposit by C'U.siome"r

1. ( ¢} The cheque / msirumenis drawry on Banks which are pcnrhcrpafmg in
the CTS cledring ofthe respective Grid will be presented trirough CTS ¢learing
. and credit are passed on o the custemer’s accaunt acecordingly:

2.1 [d} The cheque/ instrurments:drawn on b@:mié;s which are not parficipoting in

Ihe respective Giid but porticipating in the ofhier Grids, will be séeni to the
concerned CBOs for presentation in the :CTS clecring for redlization-of the
proceeds for credit fo customer’s account accerdingly.

2.1 e ) The clieque firstriments drawn oh Bark's which are not parficipoting

in the CTS clearing af all, then the instruments will bé presented direcily or
= through our branch i any in the same cenire, for over the counter

presentalion. ' &

" Al fhe bramches having. cheque drop box facility to- be secured with lock and "
: keyf Thecystomer.can drop the cheques directly In the box or fender.ihe -
ansfruman’rs ‘ro The coun’rer siaff When fhe cheque 5 handefd over fo 1he staff

B



under the supervision of an-officer. If an insirument is lost affer being received

-at the branch either personally or through drop box, or if there is delay in
crediting the proceeds the bank will fake quick action fo. protect the inferest
of the customaers,

2:2. -Dulstaflon Cheques
- Cheques drawn on other banks ot outstation centres other than those covered
under 2.1 above, will nomally be collected through bank's branches af those
centres. Where the bahk does not have a branch of ifs own, the instrument
would-be directly sent for coliection to the drawee bank or collected through
comespondent bank.

Branches which are connected fhrough a centralized processing
arangement and are offering anywhere banking services 1o ifs custfomers will
provide same day -credit to its custemers in respect of oulstation. instruments
drawri on any of its branches i the CBS network if received in the branch up
to specified fime and latest by next working day if deposited / dropped in
collection box oulside the branch premises including the offsite ATMs,

2.3 Chegues payable In Forelgn Countries

USD Cheques upto USD 14,000.00

AI'USD clean instruments/cheques payable in USA up te USD 10,000 will be sent
to The Chief Manager, Treasury Depariment, Cenirdl Office, Chennai only, for
collection under Bank of America “intemational Cash Letter Services {ICLS)" by-
dfl: the: Authorised Dealer JAD) branches irespective of their designoted US
Dollar correspondent.

Credit 1o ;:ustomer‘.s: account to be effected affer 21 days from the dale of
credlit fo our Nostro Account {Value Dats| for collection of Foreign Currency
clean insttuments/ cheques.

Usb Cheques above USD 10,000.00

Cheques above USD 1D,000 where the bark has branch operafions for
banking operations through o subsidiary, elc.} wil be coliected through that
office. The services of conespondent banks will be utilized in couniry/centres

- where the corespondeént has presence. Chegues drawn on foreigh banks at
centres where the bank or ifs corespondents do not have direct presence will
be sent direct to the drawee bank with instriictions to-credit proceeds fo the
respective Mostro Account of the bank maintained with one of the
correspondent barks,

Credit to customer's account fo be effected on final credit basis i.e,, the date
of credit to our Nostré Account {Value Date) for collection of Foreign Currency
cledn instruments [ cheques. -

Policy on Colleciion of Gheques/ Insfruments
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EUR Cheques -

Alt clean insfruments/ chedues of cumency EUR drawn on Banks in Euro Zone,

- UK and Switzerland will be sent by the Authorised Dealer [AD) Branches fo The

Chief Managet, Treasury Depariment, Central Office for-collection under Furo

Cash Letter Services provided by Standard Chdrtered Bank irrespeciive of thelr
Designated Conespondents, :

Credit to customer's account to.be effe;:#edﬁquﬁer- 21 .d.dys fr.‘s-m the dote of
credit to ourNestro Account [Value Date] for collection of Foreign Cumency
clean instruments/ cheques.

GBP Chegues

. All clean instruments/ cheques drawn in currency GBP will also be sent by the
. Authorised Dedler [AD) Branches to The Chief Manager, Treasury Department,
Central Office for coliecfion fhrough Cosh Letter Services provided by -
‘Stqndcrd Chdn‘ered Barik.

_Credit to customer's account fo be effscted affer 21 days fram the date of
credit to our Nostro Account (Value Dafe) for collection of Foreign Cunency
cleon instruments/ cheques.

Cheques in Other Curencies

Cheques drawn-on currencies.other than USD, EUR and GBP payable at foreign
cenfreswherse the bank has branch operations for bonking operafions through
subsidiary, efc:) will be collected through that offi ce. The services of
comespondent borks will be Ullized in counfry/centres where the
correspondent has presence, Cheques drawn on foreign -banks at ceritres
where the bank or its correspondents do niot hiave direct présence will be sent
ditect fo the drawee bankwith instructions to credit proceeds to the respective

. Mestro Account of the bank rigintaingd with one.of the corespondent banks,

- Creditto NcUsib.rher"(s account to be effected on final credit basis i.e., the date
. -of ereditto-our Nosho Account (Value Date) for collection of Foreign Currency

N

cledn Insfruments / cheques.
General guidelines:

1] The exchange rate will be the rate applicable on the déite on which the
forelgn currency s converted in Indicn Rupees and credited fo the
customer's account by the Bank {Date of Veuching).

2} As returns on-account of frauds and forgeries have ho time frame;

©o.cow  branches.ore advised o conduet due dlllgence and comply with

e K’YC/AML gwdeisnes sfnc*l‘y in respec? ef 7_ acceunts dormarit

WA 3 Page 4 of 10
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'aéceun’fs and in-operaiive accounis or s.u_c'h acecounts where recovery
{in case of return of cheque} will be difficult.

3) Cheques are not to be accepled for collection from customers
representing receipt of forelgn conhibution by  entities - like
associations/organisations  hoving  definite  cultural,  economic,
educational, refigious and social programines and governed by the
Foreign Conhibution Regulation Acl, 2010."

- 2.4 immediate credit of local / Outstation cheques/ inshumenis:

Branches of the Bank will consider providing immediate credit of oulstation
Cheques/ instruments drawn on other Banks, up fo the aggregate value of Rs.
15000/~ fendered for collection by individual account holders, subject to
satisfactory. conduct of sueh accounts for @ period not less than 6 months,
immediate credit will be provided agdinst such collection insirumenis af the
specific request of the customer or as per prior arangements,

The facility of immediate credit wilt be offered on savings bank/ current/ cash
credif accounts of the cusiomers. in the event of dishonour of chegues against
which immediate credit was provided, inferest shall be recovered from the
customer for the period the bank remained out of funds at the rate applicable -
foroverdraft imits sanetioned for individual customers, and at commercial rate
of Interest for cument/ Cash credit account of customers.

For.fhe purpose of this policy, a salisfactonily conducted account shigll be the
one:

a) Opened at ledst six mionths earlier and complied KYC norms.

b} Conduct of the aecount has been safisfactory and bank has not
noficed any irregular dedlings. _

¢) Where no chedues/ Inshuments for which immediate credit was
afforded, retumned unpald for financial reasons.

d) Where the bank has not experienced any difficulty In recovery of any
amount advanced i the post including cheques refumed aiter giving
imrnediate credi.

Bank shall levy normidal colleéefion chiarges and eut of pocket expénses while
providing immediate credit against oulstation instrumenis tendered for
Collection.

Bank oy atits cﬁseréﬁgn-,_ purchase local outstation -chegque tendered for
collection ol the specific request of the customer or as per the prior
arangement. Besides satisfactery conduct of account, the standmg of the

Félicy on Collecllon of Chegques/ Inshuments
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drawer of the cheque will also be o factor considered while purchesing the
chegue.

I . 3. Yime Frame for Collection of OQulstation Chegques Instru'_enf b

For cheques and ofher insfruments sent for Collection fo cenfres within the
country the following time notms shll be applisd:

a) Cheques payable af CTS centres: Maxdifum-petiod of 7 déys.

... blCheques drawn on foreign couniries; C‘hequesimsfmmaﬂis are accepled
for.collection on the best-of efforts” basis, The bank is committed to ensuring
. that instruments drown in foreign ctrencies and payable autsicle India are
collected fvthe quickest and most efficient manner, towards ihisthe Bankmay
shierinto specific collection airangements with its. comespandent banks In
those countries for speedy collection of such instrument]s}. Bank would give
. credit o the parly upon redlisation credit of proceeds info the hank's Nosiro
Account with the coirespondent bank. after faking infe account coeling
periods s applicable to the countries congemed.

Country/locafion specific times norms wherever sﬁpuic’red will be spegified for
foreigh currency instruments and made known fo the customers af the peintin
fime of while acecepiing iInstuments for collection.

- .. As part of the compensation policy of the bank; the bank will pay interest 1o its
custorner on the amount of collection instruments in cose there is delay in
giving credit beyond the fime period mentioned above, Such iriferest shall be
pdid withoUt any demand from customers in alf fypes of aceourits. There shall
be no distinciion between inshtuments drawn on the bank's own branches or

ron other banks forthe purpose of payment of interest on delayed collection.

interest for delayed collection shall be pald af 1h-eifoilowing rales;

a) Saving Bank Rate for the perfod of delay beyond 7/ 10/14 days as the
¢ose may bein collection of outstation cheques.

b} Whare the delay s beyond 14 days interest will be paid ‘af ’rhe iate

~gpplicable for ferm deposit for the corespending respeciive period or

. Savings bank rafe whichever is higher.

| } in case of exirdordinary: deldy, Le. delays exceeding 90days interest wil

+ be paid at:the rate-of 2% cbove the corfesponding Term Deépositraie.

d) In the event the proceeds of cheque under collection was to be

e credited o an overdrati/loan accobnt of fhe cusiomer, interest will be:
. paid.af the rate apglicable to the loan account. For extrgordinury

de%ays; T“e delays exceedmg 90 doys mterest will be pcnd at the rdie of

hER



5. Collecilon of account payee cheque fothird par

_As per Negofiable Instrument Act and with-o view fo protect the banks

being burdened with liabilities arising oul of unauthorised collection,
Bank should not collect account payee cheque for any person other

than account holder,

In order to facilitate collecfion of cheques from ¢ payment system
angle, account payee cheque deposited with sub rmember for credit to
their customer’s account can be collected by the member bonk
[sponsor bonk] with an undertaking to the sffect that the proceeds of .
the account payee chegue will be credited to the payee's account only

upon realization. i s further clarified that collecting bank may consider

collecting account payee chegues drawn for an amount not

exceeding Rs. 500004 to the account of the customer who are

cooperative credit societies, if e payee of such cheques are the
constituent of such cooperative societies.

it i§ olso to be notad that w.elf 01.04.2012, banks should not make
payment of cheques/ drofi/pay order bearing the date or any
subsequent dafe, if they are presented beyond the period of three
months from the date of such instruments.

4. Che s { instruments lost In transit / n clearing process or af payi
bdnl_é:'s Branch: ’ ‘

Inthe evenl a cheque or an Instrument accepted for collection is lost In
transit or in the clearing process or at the paying bank's branch, the bank -
shiall immediately on ceming fo know of soch loss, bring the same to the
notice of the account holder se that the account holder caninform the
drawer 1o record stop payment and also take care that cheques, if any,
issued by'him/ herere not dishonoured due 10 non-credit of the. amount of |
the fost chegues/ instruments, The bank would provide dll assistance 1o the
customer o obtain a duplicate instrument from the-drawer of the cheque.

In line with the compensation policy of the bank, the bank will compensate
the account holder in respect of instiuments lost in transit in the following |
way:

i, In case intimation regarding loss of instrument is conveyed fo the

Policy on Gollection of Cheques/ Instruments

customer beyendthe fime fimit siipulated for colleciion (7/10/14 days

as the cose may be) inferest will be paid for the period exceeding

the stipulated collection period at the rates specified above.

in addition, bank will pay interest onthe amount of the chegque fora
further petlod of 15 days af Savings Bonk rate to provide for likely

further delay Tn ohtalning dupliccte cheue/ lnsfrumen’f and

collection thereof; ;

ng_e 7 of 10
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- i The'bank would alse eompensate the:scusterner for any recsonable
-~ charges he/she incurs in getfing duplicate cheque/ nstrument upon
production of receipt, In the event the instrument Is io be ebiained

fromra bonk/ |nshfuhors whowould chorfge o fes forissue of duplicdte
instrurnent, :

Miscellaneous:

1, Cheguesreceived biack unpaid will be refermed by postf courer eic, fo

.. the custormerwithin 24 werklng hours oni the address recorded in'Bank's
database. However, these will be keptin-the Bank for retuming Yo the
customer over the counter if he/she makes o request forthe same. IEnot

collected by the cusiomer within I5 days' bank will send them back at
the recorded address by post or courier.

2. Bankwill levy chequs telurn chorge ohly in cases where the custammér is
at fault and is responsitle for such retums.

' 3. Regarding the dedling of frequent dishonour of cheques of value
Rs.lcrote and cabove, bank has ssued detailed circular with No:
MISC /391 {2.0’0?4:0 dated 14.08.2009 by Banking Op:eroﬁonsbepqﬂmgh‘t

7. Cheques/ deblt instructions issued by the customers:

¢} Bank will keep original cheduas/ debit instructions acted upon from
the customer's account or coplesorimages of the cheques received
from thie presenting bank under Cheque Truncation Syster {CTS) for
such periods-as required by law;

- Y Bank will give the cheque / image of the chegue/ debit Insfruction
. acted upon or copy thereof as evidence os lohg s records dre
available with us.  there is a dispute about a cheque paid / debit
Instructions from customer's accountand in case the requestior such
chedue/ debit inshructions, fio chirge will be levied. In tespect of

requests recelved beycnd this pen@d chc(fges will be levied a5 per
tariff schedule. :

8. PSB Allianac‘-énbearsfe“ Bankis

.- PSB.Alllance Doorstep Banmg Services has been launched to customers of
. allpublic sectorBanks through acommon pief%form undersupenvision of IBA,
Doorsiep bonking services offered for collection of cheques through PSB
- diiorice-drsimiloragendcies is-only an exfended customer service refidered
by the bank for picking up of the negofiable iInstruments from the

. customer's door steps and hence such co%techon process is hot o pcer? of

this policy. T &

B 8 : Paga® of 10
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This policy on collection of cheques/instruments deals with the core
function of the bank as a "Collecting Banker” In the normal banking
parlance.

However, the-negotiable instruments collected through DSB process may
be included wounder the purview of this policy affer these
- - chaques/inslhuments are duly deposited Gt branch counlers or in the
collection boxes within the Branch premises.

9.« Positive Pay Svstem (PPS) on Cheque Truncation System

To cugrnent customer safely inchegue payment and reduce instance of

Fraud, RBI has infroduced o new mechanisny "Positive Pay System on CT8"
from January 2021 for all the cheques of Rs. 50,000 & above and mandatory
for Rs.5.00 lakhs and ahove,

The Cheque detdliswhich are available in the Positive Pay System will alone
be accepted under Dispute Resolution Mechanism af the CT8 Grids

PPS has been facilitated: through the following channels with effect from 18
January 2021

s Infernet Banking

» Mobile Banking

s Website wayw lob in { those who do not have lniernef chktng/
Mobile Banking)

Chegue of RS 5.06 Lakhs cnd above, if not cornplied with the Positive Pay
Guidelines will be dishonourad,

10.8ervice Charge

Bank will recover dppropricte service charges for all collection services as
decided by the bank from fime fo time and communicated to cusiomer,
displayed on Bank's website.

11.Force Maleure

The hank shall not belicble to compensate custemers for delayed credit if
some unforeseen event {including but not limited to civil commotion,
sabotage, Lock out, sirfke or other labour disturbances, accident, fires,
- natural disasters or ofher "Acts of God", war, damage to the bank's facilifies

~or of its corespondent bank(s}, absence of the usual means of
communication: for all ypes of fransporiation etfc. beyond the control of
the bank prevents it from performing ifs obtlgahon :fhm the specified
service delivery pd:csme’rers -

Policy on Cellection of Cheques/ inshruments



This policy is valid for a period of three yedrs from the date of appravel and

__Treview fo be done every yecr. MD &CEO has the discretion o extend the
- vaifidity of the policy by é months, Any changes suggested by RBI/Other

Regulatory guthorifies duting the curency of the -said Palicy, will
automatically form part of the Policy. :

e
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