
Finance (BPE) Department.
Fort St. George, Secretariat,

Chennai-600 009.

Govt. Lr.No. 59800 / BPE / 2011-1 /dated 9.3.2012

From
Thiru K.Shanmugam, I A.S.,
Principal Secretary to Government.

To

The Chief Executive Officers of all State Public Sector Undertakings/
Statutory Boards.

Sir / Madam,

Sub: State Public Sector Undertakings / Statutory Boards-Banking
Management for State Public Sector Undertakings / Statutory
Boards consolidation of various instructions - communicated - reg.

Ref: 1. G.O.Ms.No. 653, Fin(W&M-II) Dept. dated 17.6.1976 and Memo
No.108651/IF/77-14 /Finance Dept dated 2.2.1978.
Govt. Lr.No. 62372/W&M 11/77-1 Finance (Ways and Means II)
Department dated 9.5.1977.
G.O.Ms.No. 998, Fin (CFC) dept. dated 19.7.1979.
Govt.Lr.No. 24721/LC/84-1, Finance dept dated 18.12.84
G.O.Ms.No. 680, Fin (BPE) dept. dated 24.9.1993.
Govt. Lr..No. 3511/Fin(BPE)Dept/93, dated 11.3.1994.
G.O.Ms.No. 62, Fin (BPE) Dept. dated 14.2.2002.
Govt. Lr.No. 26737/Fin(BPE)Dept/2005, dated 21.4.2005.
G.O.Ms.No. 379, Fin (BPE) Dept. dated 1.9.2008.

10. G.O.Ms.No. 547, Fin (BPE) Dept. dated 23.12.2008.

I am to state that various banks have been approaching the Government
for issuing guidelines to the Chief Executive Officers of State Public Sector
Undertakings / Statutory Boards with regard to opening of accounts for banking
operations and for depositing of surplus money available with them.

In this connection, I am to state that clear cut guidelines are already
available on this issue and appropriate directions have been issued in the form
of various Government orders / letters cited. I am to reiterate the earlier
guidelines / instructions issued in this regard and enclose copies of all the
references for strict adherence.

I am also to point out that the banking industry has been undergoing
changes synchronizing itself with the latest technologies and competition.
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Use of IT provides ease and flexibility in operations. Better services and more
products are also offered by banks and customers can demand better services,
tailor made to suit their needs to earn higher returns, obtain more convenient
services and mitigate risks.

Hence, State Public Sector Undertakings / Statutory Boards need to
take the best advantage of available banking services. Boards of State Public
Sector Undertakings/ Autonomous Boards should periodically review the quality,
cost and value of the services they receive from the Banks they bank with.
Factors such as competitive interest rates offered by the Banks, number of
active accounts maintained in the Banks, (dormant accounts held in the banks
which can be closed); quality of service offered by the banks; 	 credit
accommodation; working capital arrangements; cost effectiveness of the
services offered by banks and the long term relationship with the customers
etc., should also be taken into account while deciding on the continuance of
existing accounts, opening new accounts; and for depositing the surplus funds
so that the best advantage is gained for the Organization while maintaining the
overall ceiling of 5 banks.

This letter may be placed before the Board of Directors in the next
meeting.

Yours faithfully,

494

forrP-ir<pal Secretaryto Government

Encl:As above

Copy to:

All Additional Chief Secretaries/Principal Secretaries/
Secretaries to Government

All Directors representing Finance Department in the Board of State
Public Sector Undertakings/ Statutory Boards.
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Extract of:
G.O.Ms.No.653, Finance (Ways and Means II) Department, dated 17th
June 1976 & Memo No.108651/IF/77-14, Finance, dated 2nd February 1978

Banking Arrangements for Statutory Authorities and Public Sector
Companies

The Government of Tamil Nadu have had under consideration the issue

of suitable instruction to statutory authorities, public sector companies under

their control in regard to the banking arrangements to be followed by them.

Such instructions are necessary in order to ensure a uniform policy, facilitate

assistance from the banking sector and avoid allegations of arbitrariness and

favoritism. In issuing these instructions, due regard has been given to similar

instructions issued by the Bureau of Public Enterprises of the Government of

India in respect of banking arrangements to be followed by Central Public

Sector Undertakings.

2. The following instructions will apply to all statutory boards and

companies which are wholly owned by the Government or in which

Government owns 50 percent or more of the capital.

Preference should be given in the maintenance of bank

accounts to the State Bank of India or any of its

subsidiaries, the nationalized banks and the Tamil Nadu

State Co-operative bank and the Pandian Grama Bank. If it

becomes necessary in any particular case to maintain an

account in a scheduled bank other than one of the banks

referred to above, specific prior permission of the

Government should be obtained.

Statutory authorities, public sector companies should

ordinarily secure their working capital requirements from

commercial banks and should not seek Government

assistance for the same

(iii)	 There is a tendency to open accounts with a number of

banks and also to place deposits with too many banks and

in some cases with several branches of the same bank.

This tendency is often prompted by reasons of local

patronage and pressures. On the other hand, it might be

necessary for the statutory authorities, public sector

companies to operate accounts in more than one bank for
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reasons of convenience, proximity to business and in
consideration of assistance given	 by various	 banks.	 Each
statutory authority, public sector company should evolve a clear
policy in this regard with the approval of their Board of Directors,
consolidate the accounts which they may presently have and limit
them	 to the minimum extent necessary. 	 Whenever	 it is
considered necessary or desirable	 to place	 deposits	 in a
particular bank such deposits should be placed either with the
branch or branches through which the business of the statutory
authority, public sector company is conducted or in the main
branch of the concerned bank. 	 Deposits	 should not be
maintained in or accounts opened	 in unrelated branches of
banks.

It is necessary for each statutory authority, Public Sector
Company to evolve clear cut guidelines in regard to the
placement of deposits. This is necessary in order to avoid
allegations of favoritism in placing deposits or allegations
that deposits are placed for	 purposes	 other than the
interest of the organisation.	 Such guidelines could be
evolved by working out the ratio of deposits to be placed
with different banks with strict regard to the quantum of
assistance received from each bank in terms of cash credit
limits, term loans, subscriptions to 	 guaranteed and
unguaranteed debentures, bridge loans, 	 bank guarantee
etc. The proportion may be worked out at the beginning of
each financial year and the guidelines may regulate the
placement of deposits during the year. 	 Deposits already
placed need not be foreclosed or withdrawn but the
proportions may be adjusted 	 on maturity.	 The	 Chief
Executives	 of statutory authorities, 	 Public Sector
Companies are requested to review the position in the light
of these instructions and to get the policy for placement of
deposits approved by their Board for 1976-77 in the first
instance.

Audit Reports have revealed that the cash management of
Public Sector Companies needs improvement. There have
been cases where amounts not required for immediate use
have been placed in current accounts for considerable
lengths of time leading to loss of interest.	 There are also
cases where the liquidity position has been impaired by
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locking up funds in long term deposits while at the same time the

organization had to borrow money or run into over drafts at
considerable higher rates of interest than that fetched in the time
deposits. It is therefore necessary for statutory authorities, public
sector companies to make a careful review of their income. For
this purpose, they may work out a quarterly cash flow which
should be kept upto date in the light of monthly figures of receipts
and expenditure.

3. The receipt of these instructions may be acknowledged. These
instructions may also be taken on record at the next Board Meeting of the
statutory authorities, public sector companies.

Extract of:

Lr. No.62372 W & M / II / 77-1 Finance (Ways and Means II) department
dt.9th May 1977 addressed to the Managing Director of all Government
Companies and Public Sector Companies.

Certain banks and public sector corporations have assumed that the
above instructions constitute a total ban on opening account with non-
nationalised banks. It is hereby, clarified that the above instructions do not
envisage any ban on the opening of accounts, by the Public Sector
Corporations with the non-nationalised scheduled banks. The important point
is that the public sector corporations should evolve a clear policy in regard to
their accounts with bank's branches and deposit with banks based on the
support they receive from the banks. In regard to opening of accounts with
non-nationalised banks with due regard to the support extended by them, prior
permission of the Government may be obtained so as to enable Government
to keep track of such cases.

Extract of:
G.O.Ms.No.998, Finance (CFC) Department, dated 19th July 1979

It has come to the notice of the Government that a few Public
Enterprises/statutory Boards are not following these orders in practice and are
indiscriminately placing deposits in various branches of several Banks.
Government have examined the matter carefully and issue the following
further instructions:-

(i)	 The instructions in G.O.Ms.No.653 Finance (W. and M.II)
Department, dated 17 th June 1976 should be followed completely
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without any deviation with particular reference to paragraph 2 (ii)

of that order.

Normally it should be possible for each Public Enterprise to have

at the most 2 or 3 Banks as its bankers. In exceptional cases

there may be a need to have one or more banks. As a rule no

enterprise should have accounts with more than 5 Banks. Any

deviation from this should be only with the prior approval of

Government. Selection of the Banks should be done carefully with

reference to the service offered, the assistance provided, etc.

Selection of Banks should be decided by the Board of Directors.

Once the number of banks have been settled, the enterprise

should have its main account with one branch of the Bank. The

distribution of deposit should be only among the Bankers of an

enterprise and should be governed by an objective and rational

investment policy to be determined by the Board. Some times

distribution of deposits among branches of a Bank is being done

on account of local pressure and patronages; Government desire

that this practice should be stopped. There is no point in the

enterprise distributing deposits among various branches of the

same Bank. Deposits if any, should be placed only with the

branch which is having the main account and a proper

relationship established with the branch.

Government desire that this order be placed before the Board of

Directors and a report sent to Government in Finance (I.F.)

Department covering the following aspects:-

Posting of deposits in the enterprise's Banks as on 31st

March 1979 with details of distribution of deposits

among branches under each Bank. An indication of

which branch is holding the main account of the

enterprise may also be given.

A report giving the action taken to implement the orders

of Government above together with the relevant

resolution of the Board on the subject may be furnished.

The report called for should be sent to Finance (I.F.) Department at the

latest by 31 st August 1979. The Managing Director or Chief Executive will be

held personally responsible for implementation of these orders.
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Extract of:
Letter No.24721/LC/84-1, Finance, dated. 18 th December 1984

Banking	 arrangement for statutory Authorities/Public 	 Sector
Undertakings — Clarifications — issued.

In the G.O.Ms.No.998. Finance, dated 19 th July 1979 instructions have
been issued regarding banking arrangements relating to statutory
authorities/Public Sector undertakings. One of the instructions is 	 that no
enterprise should have accounts with more than 5 banks. Selection of Banks
should be decided by the Board of Directors and once the number of Banks
has been settled the enterprise should have its main account with one branch
of the Bank and deposits, if any, should be placed only with the branch which
is having the main account and a proper relationship established with the
branch. As such all Statutory authorities/Public Sector Undertakings are
governed by the above orders in regard to placement of their deposits with
commercial Banks, subject to the criteria laid down therein.

In the Lr.No.A/Manamadurai/83-84, SIPCOT , dated 28 th February
1984, the Managing Director, SIPCOT has stated that SIPCOT is having its
industrial complex at Ranipet, Hosur, Pudukkottai, Cuddalore, Manamadurai
and Gummidipoondi and as such their Project Officer in each complex is
operating a Bank account in that station. He has, therefore, raised a

presumption that the instructions issued in the G.O. cited would be applicable
only to offices located at Headquarters and not to its complexes located in its
mofussil.

In	 as much as the G.O. in question is silent about this, 	 it has,
therefore, been considered necessary to clarify the position. It is, therefore,
clarified that in cases of units/Branches of a State enterprise located in the
mofussil, it is obligatory on their part to open a current account with any
branch of a bank available within its vicinity with which its Head Office is
maintaining its main account at headquarters.

All such units/branches shall, however, ensure that the amount
transferred to the current account is limited to one month's net requirement at
the most.

The Managing Director / Chief Executive of the enterprise concerned
should personally ensure that these instructions are strictly adhered to without
any deviation.

/True copy/

v.,...73.2.A.--
Assista Di ctor
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_ Sttate.Public fect.)7" Ent orrises/Boards - BankingState Public Sector Enter-rises/Boards - Revised'guidelines - Issued.
arrangement for
consolidated

FINANCE (EPE) DEPARTMENT

G.O.Ms,No.68	 Dated
	

24.9.1 ”-3

Read-

.No.655, Finance (W&M.II) Department,-
dated

2. Government Letter No.6232/WW4.11/77-1 'dated
9.5.77.

G.O.Ms.No,998, Finance (CFC) Department; dated

Government Letter No .24721/LC/84-1, Finance
dated 18.12.84.-	 -7'

5. G.O.D,1s,m0,11, Finance (IF) Department „dated

6', Government .Lr-.No .1854/BPE/92-1 Finance (EPE)
Lepartnient, dated 20-.10.92.:

Government Lr.N0.2719/EPE/92 .-1, Finance (EPE). Department, dated 23.12.92.
Government Letter No4350/BP2/93-1, Finance (2).

Department, dated 23.2.93,

19.7.79.

ORT.DEP.:-

In the Government Order V...rst read n'•Jve Statutory

Boards/Public Sector. Enterprise s nve been inst ructed to give

preference to State Sank cf India 0:7 any . o.-T its aubsidiaries,

1
v the nationalised banks and the Tarim ..Nadu State Co-operative

"Sank and the Pandian Gramm Sank ' in maintenanc of Bank account5.

_If' it becomes necessary to ziaintain an accesunt in any other

scheduled bank specific prior apprwal o f the Government should

be.obtained	 G.	 In the Govern ant Order
	 Government

°r -er third read
have fixed a ceilin of maximum f "-lie banks f.Jr operational ourpo-se

s .

As regards pla.cement of deposit s 'it has been ordered that dis-

tribution of deposit should be only among the bankers lf an

enterprise and should be .overned by an objectiv e and rational

TJoit s shoul r'_ be olac P d only with that
investmen's oolicy,'.
branch which is :

.:laving the main acco'.1.nt. 	 It has been further

instructPd that in •-rder to avoid alleallegations of favouri/ism

in placing dPoosits,	 :7Jidelin
es should be evolv.ed by iriorkin,2:

out th E -rat*c Cr ,deosits to be olaced Nith dif
f er,nnt bank s in

orotorLtici'l-to the 7'_17.nt::.m of t'fie tot,-,1 a.--sst..,n;),. -r-r'eiv=-1d

f
rom Pach bank in terms of cash cretit l iitts trm lor_,:ns s, ubscri::ti

to L-.;11,rnt p,,d and un;_7u,7ranteed cletentu,
	 brr, loc,ns, -,,,ark

-7,uarant--,,=s, etc.
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2/- The existing guidelines on the kinds of banks in
which Public Sector Undertakings/Boards have to maintain bank
accounts, placement of de pos,;s Pod on number of banks with
which accounts can be opened ete, have. been reviewed by the -
Secretaries Committee on Publ i c Enterprises which has made its
recommendations.	 The	 after careful consideration
have decided to accept the recommencations of the Committee,-
and to issue consolidated revised guidelines or. Banking Policy
of Public Sector Undertakings/Boardse,.

3/- Accordingly the Government-issue the following
consolidated revised guidelines to S tate Public Sector Enterprlses
and Boards for strict compliance:-

As regards the kinds of banks in which Public
Sector Undertakings/Boards" h6Ve tc maintain
bank accounts, the guidelines which have
already been issued in the Government Order
first read above n shall continue.

As regards the number of banks for opening
accounts the existing limit of five banks will

This„ limit is only an upper liMi*
fOr. the opértetonal flexibility of the Public
creator Enterprises and ,Doards. Under normal
circumstances it should be'possible for the
pUblic Sector Enterprises and .Boards to restrict

_their banking transactions with the,main branch
of_one or two banks near the head office.
Gpwaing of brlit'.ccounts in more than-One bank
May be consir.d, uaclerSomespecial circumstances
wheh extraOrdinry'credit 'facilities like bridge
loana, term loan and bank guaranteeS,. etc. are
pwrfided by. a	 .A.ised bank other than the

'citle in which,busineso transactions are carried.
:In any case the maximum limit of five

banksshouId not be misused for purpose of opening d
deposit accounts. for investment of surplus funds.
The five bank-novw should be used strictly for
.business transactions only.	 As regards branches,
the Government do not consider it necessary to
prescribe any' limit. 	 However the Public Sector,
Undertakings_ and' Boards are directed net to ellen
aCcbunts tn:Ianches located in places where
they have'no office.

'153, According to the existing instructions issued
in the Government Order f.-Lfth-read abover the

"7. Public Sector Undertakings and Statutory Boards
may place their surplus funds in the Housing ,
Development Finance C orporation. The HDFC is
excluded from the purview-Jf five-bank formula
for investment of surplus funds by Public'
Sector Undertakings and Boards. The GovernMent
direct that the present arrangement -in respector SeuSing Development Finance Corporation will
continue.

•
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—•	
(iv)	 Tile Public Sectc..-. triCeitak:ng anc. Boards may

-ii---	 .,	 consider the -inv-.ostr-1,-,E.; of •.-.1.,c..)-.'..- s•lrplus
J	 funds 1.n TDEJ . ,	 P0 141,..,.4-4 .:?_-_ IJ t7:-. -,.. l'IDCC on equal	 ...

pr i or it y, • apart _ r.r.- . c.m rr-....r;a::iing- •deposit in
banks etc. rts 	 a:P.' T i.1 - .-: exi:2--i•-•i/..; guidelines.-

-Nodepo:_,..•:.,:_. -L-',..,-.._	 t• r.„.,i•_:i.::? in 1",•2ivate- FAr-ral*.:., ,	 . .-, ...H	 •

or Funds , Oir..i.n • a.1.-:• :-• such4)..rir..r.q.cir,I.I institut'ions*
dealing 7i.r, 71-'..,--:,-. • ..i......cihis , ir.utun7 Ply.--,3.1.5, Leasing ....--
etc.

-311

-- •

(v)- Investment and do•-poz-l it	 -ay 1:ind by Public
Sector Undertakings and Boards cl_ould only
be in one Bank where t'ae	 account
kept and/or v:here case	 :-f-acility is
available.	 If -k.ncr.,. av
3:Lrcums-banctis pIace...:en4 : cif d pcs it -in a
bank, where theln e is nr• bur: iness tranzaclJon
„is considered. necessary, specj fic prior •

EI T)/1r. val of CoVernment - shoulci be btaned,
after duly -0lacing th Propo f,tl before theBoard,	 EN-1F-J-.J.-18-noslps- it any made in the
bank 	 where main .. acounts 'arc not kept Ahevlid
he moved to the main acoonut b?alk-s an

(vi) ..14nder nr ciroumstaliCes should RitilVeSector- ---
enterprises and Boro.Ids invest the ;Surplus

- fuiads :Ln riuttial° Funds/AMC'r-, , tf.ilder
Management S oneme , as 't 'n e . Covernmen,t have
riVcided to ban su,ch denosits.,

,	 •

-(Vit) In view of the incresLng availabil#Y of
international I. mmer6 fal	 t as • well as
the	 ins1tru-ments
Offerr+d by .7oraign-Oanks -to redute e exchange
rate rindl_rte.r iN7:t• •P --,te	 tile O i tblic Sector •-	 •	 •	 •
Unde?rtakIng/i.),,,,ta •Lib, with prior clear4nce
Governrieflt ir adMin:Ltstr;ative.  and 2 ti drzc e apartment

:may have the 'banking tranSactions with Foreign
banks for •-•,pecifftc• transact
exchange cover-	 Onc.,e, Permission is taken
they will be f - to get_ •bost S pat quotes et c
Northal banking transact-ions with. Fere,Egn
hanks arek-,-not contemplated., - .	 -

.	 •	 ,---evria The quarterly review on inyestehent- of surplus
funds Should be done at the 'OEL.r.dleWl periodically
The full time Finance Director or the Chief
Executive Officer' with the assistance of a higher
level Finance officer of the Corporation ,should
place a reviewat •the B,oard.„	 Tn theevent ofai
conflict ,the :"irec•;:-.;Or r'spr es ent5.ng Finance
Pepartmetit should br'ing it to -the specif to
notice of the Governsient.

4/— The above instructions shoul	 be strictly followed
y treating -them as mandatory rathe't thw s .;_gUide.lines. It
s noticed that some of the Public Se r,--toc, TI Pd-6144:".akings; are
'olating; the Governaent guidelines and the concerned administratlAre
partments are subsequently „Ltifying their if at/ bt witntAlt even

1
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con alt iinc Finance Department.	 Such violation will be considered`
ser ous y and in such cases administrative departments will be
held accountable fbr such violtions. 	 The administrative •
departments 'are therefore reciueSted to see that the insiructions-
issued above are strictl - adhered to by the concerned Public
Sector. Undertakings and cards under their 'control.,

-5 ,/— The receipt of this Government Order rrizy be
acknowledged and ;the GovernmentOrder may be placed before
the Board of Directors in the next meeting.

(Br. ORDER OF T;trE C-OVERNOR)

ERIJEaHWAR SINGH,
SPECIAL• SECRETARY TO GOVERNIdial

To

All S ecretaries to Govern-ment.
The Chief Executive Officers of all Public: Sector

•Undertakin:gs/Boards,
The AccOuntant •:.7general, .(A.&E) Mcidras.18. -
The Accountant General, (AUdit.II) Madras05.
All Depments:CfEecretariat,
All rt ir-O.rite q1.1.xedtors.:

Co7)v't-ot'

Finance (IF.I.); Department, Madras 39.

/forwarded/by order/

9,1c1.3
RES EAACH OFFICEP..
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FTYZ‘TTCE (UPE) DhPARTKEUT1

For St. Geer
Madr n s -

Letter No,511/BPE' ci),,,  dated 11 -.1994. 

1.nt. S. Kalathi„ I.A. S.

3peci--1.1 Secretar y to Government.

11110

--,le Chief Exucut.ive Officers of all
Public Ser, tor Undertakings/

Boards.
al Secretaries to Go-vL_rtmiciii::
Pae AccOu2.1 Lan t Cruller 	 A vtdi t-TI).
lactras - 35.

Sir/Hadam,
Sub: State Public Sector Undertakings/ boards -

Banking arrangement for State Public
Sector Undertal'cings/Doards - Inclusion of
Re-pati-iateL-; Co=op. Finan ce and Development
Bank - Orders - al:ssued.

Ref:  1. G. 0.M s .No.653 Fin ( Vni II) dt. 17.6 .76 .

2. G.0.1_,,.1\To.11	 Fina)

Govt. Lr.No.1854/ 1SPZ/92-11 Fin (PPE)
J.

cit . 21. 10.92.
Govt.Lr.N0,2793/DP E/92- 1 9 Fin (PPE)

clt.23.12.92.
(-).	 G.O.Ms.No.680, Fin (DOPE) dt .24.9.93.
6 . From the Chairman, Repatriates Co-op.

Finance & Devt. D .?ink L 4C d. Lr .I\I c.).
0656/89/DOS, dt. 3.11.93.

Stat
State

T n the G. O. first cited orders have been issued directing
Publicc Sector Undertak-ings/ Doards for givin g preference to
Banff-, of India or its subsidiaries, the nationali sed Banks,



T.K. State Co-operative Dank and Pandian Gram Dank in the
m--n ntenance of Dank accounts. In	 the G.O.	 fifth cited anion
othe r s. The above orders have been reiterated.

In - hiS refe rence	 • F: el mth cited, th,.2. , Chairrim-,

Re-7)a tria t e s Co-operative Finance d Dave lopmen t Dank has
reciuested the Govt. 	 to include Repatriate Dank on par with
T . N State Co-operative Apex Dank to receive de p o si t fr o
State Public Sector Undertakings/Dodrds, since it has already.
been included under the group of Co-operative Banks for the
putpose of Govt. deposits.

The Govt. , after careful consideration now direct
that Repatriates Co-opera tive Finance and De ve lopm en t Dank

shall also be included on par with T.N. State Co-oparative Apex
Dank for the purpose of banking arrangements for State Public
Sector Undertakings/boards.

I an	 request you to -place this rn iatte'r" "'"
in the next Board Meetil.d; for 	 adoption.

Yours fnIthfully7

167 4:i•	 :

-

for STECIAL SF,CDETARI TO GOVERNMarT.

Corn? t 

The Fifiance	 epar tmen t7

The Chairman,
Repatriate s Co-op .Financc-	 Dovt.Dank,
112, ThiyaFzaraya Road, T.Nazarl
Madras - 600 017.

The Depar aients of Secretariat,
All Finance Drectors.

Sf/Sc.



GO V.ErtN MLN T OF11\T A al.

State Public Sector Enterprises, Boards- Banking arranPentent for State Public
Sector Enterprises/ Boards-inclusion of Private Sector Banks in the five Bank
polieY Orders Issued

Finance(BPE) Department
0.0.1\1s.No. 62	 Dated:142.2002

Read:

1. Ci.O.N.1s.No 6S0 Finance( T'PE)nepartment. 'mated 24.9.1993
2, Letter NO.516 T3PE 94-1.Finance, dated 2„3, t994
3. Letter Nn.3 5 11 BPF, 93.Finance, dated 111.1994
3. Letter No.3277 BPE 94-. Finance, dated 6.5.1994
5, Leiter No- 878, •BPE , 95 Finance, dated 19.12 995

Letter No.451,BPE. 96,Fiaance. dated 15.5.1996
Letter NO.319 TBPE r 97.Finance dated 10,4.1997
G.O.Ma.No.313 Finance (BPE)Department, dated 12.6.1997
(.1( )1._0..M.No.DPE) 14(19 KIM. knance. dated 3.1.1999

-0o0-

ORDER:

In the G.0s. and the letters read above guidelines were issued to the

SPST.Tsi. Boards on the kind of Banks in which they have to maintain Bank
.	 ,

Accounts, placement of deposits, investment of surplus funds and the number of

Banks with which accounts can be opened etc. r ifn the G.O. first read above it

was ordered that for opening of accounts by SPS T_Ts.: Boards the existing limit of

five hanks will continue. The 001's banking, policy in respect of central PSUs

to have banking arrangement only with Public Sector Banks has been revised

and as per the revised ba..Aity, polio.' communicated in the GOIs	 nineth

read above. the Central PS1Ss can undertake normal banisimz transactions with

any bank of their choice including Private Sector Banks. Now some of the

private sector banks like ICICTI. UTT, HD -EC etc. have appcoached the State

Govt. with a request to consider their banks also for inchlsioti in the overall

ceiling of 5 Banks followed in respect of •PS11,Ts ? Boards a they are also

rcndering equal services with that of nationalised banks.



2 . I1	 retrics Commire of Public; Ent	 es

mtin hcid On 16.2.2001	 amind th:.aqucit of l'riA..atc; Sector Banks

CICL 1.711. MEC cAc. j iniude their name in the overall 	 ihinz 0:5 Banks

specified in the C.O. first read above and recommended that for opv,nin12 of

accounts, inYestment of surplus innds in Fixed. Short term Deposits and

undertahing other normal Banking iransaetions. the Board of irectors of the.

respective SPSC:3 , Boord,i themselves may take a decision on selectini the

lvg.141C :1 bank or a private bank goi.:erned by R131 guidelines as per their

choice. However. ii should he ensured that overall ceiling of 5 Ts oidered at

0.0.M.s.No.630 Finance (BPE) Department,. dated 24.9.93 should be followed

strictly. The Board of Directors fihOUld use see that the surplus fundsot

SPSUs'Boards should not be invested in any Financial histitutic.ms engaged in

spei;ulative business tie stock s debt market.

3. The (.3overranent hAve examined the matter in the light of the

recommendations of SCOPE and they in partial moditication at the orders

isAued. in the Cr.O. and letters read above issue the foltowinl ,gnidelines to

SPSUs f: boards for strait compliance:-

(i) The Board of Directors at the respective SPSI55./ Boards itself may

take: a decision on sciectin g the 3chcduled Bank or a Private Bank

ITI.)FC etc. govi!rned by RBI guidelines. aa per the

choice of the Board of Directors for the purpose of opening of

Aceounts, invc.v.rocrit of surplus funds and for rciri;lar Eankiag

Operations. While Wicrking One Private Sector Banks. the Boards

may be requested uselect those Banks which are advancing finances

either for creating infrastructure facitities in the State or or credit

!inked de‘clopment and paverr; alleviation rr rarnme of the

CinYernitient. The Board may thorowthiy scrutinize and	 nfhn :he

parti;eipz.,i-iti of Private Banks like ICIC1, UT.I.HDFC etc. in the

above schelues iNfort taking a final decision.



p

t it)	 .1-1te	 ecilinz, of f'o,-;.; B.tal;s ordered in (3.-.(:).-..1.1:o.6S0,

Finance	 DL.:partmeni. Jated. 21..9.03 should oe

strictiy.	 ih	 iU incluck. Prate Stii;tor Banks

.1-EDF(1' ere. also.

çii TheBoard of Directors should ako see that the surplus funds of the

PSL3 	 Boards should not be invested in any Firtancial Institution:4

engaged io speculative- btlSirtiS	 dubf Mark

(iv) ihi U.O. may he placed betbre the Board ot Directors in the next

meeting.

The receipt of this G.O. may b aCkno‘Nledged.

tB'y order of the Governor)

R.SANTHANAM
Secretary to Government

Tia
(30'Atliesit.

• The Chief Executive Officers of all Public Sector Undertakinzs: Boards.
The, .\cCountant	 E).Ch eri

The Accountant Getieral.tAudit II). Chennai-35.
All Departmentli if Secretariat,
All Finance Directors

C 4 '4 01; to

Fin ancec r...;.otirces )1 )epartincr,

onwrdeki,.bN order

Assistant li.)-irector
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FINCE (3P5 OFPARTMErr
FORT ST, GEORGE, cFangLI,9-,

-tar No, -)6737/1,72/2CO5	 Dated 21	 ril 2005.
I	 - !:rcm

T hiru N. :-:ARAYANAN, I.A.S.,
DEVELOPMENT COMMISSIONER AND PRINCIPAL

C2CRETARY TO GOVERNMENT.

To
---11 Secretaries to cc,vernment,
The chief Executive Officers of all Public Sector

Undertakingri/Boards.
I he Accow,trt uPrtaral„_____(&P)  qtz,nnzi.-La-,--1--
Tire Accountant General, ( AUdit,II) chennai.34,

4P5	 All Departments of Secretariat:,

Sub:--SPSUS/Boards - Banking arrangements -
Inclusion of Private Banks - Orders

411,

	

	 issued - certain Clarifications - Reg.
Refl--C.O . .Ms.-N6,..62, Finance -(DPE) Department,

dated 14,2.2002.

1 am directed to invite a reference to the 0.0, cited,
wherein it was ordered among other things, that the Board of
Directors of the State Public 'actor Undertakings/Boards themselves
may take appropriate decision for selection of private banks subjelt. t
fullilment of the conditions stipulated therein, 	 while referring
to . the private banks in the above C.O., it was .indicated as
private banks like ICICI, YTI, HDFC	 It is only an indivativ

reference and not an exhaustive one. However certain private basic.
other than ICICI, UTI, I-DEC have brought to the notice of the
Goverzment-th3t their names have not been considered by the St:3403,.-
Public Sector Undertakings/Boards and requested for incluc 4 on o4
their name also in the above Government Order,

2/- I	 therefore directed to clarify that the orde ► c
issued in the above Government CrdLer	 applicable t,o al; AriAsate
banks.

Yours irithlullr,

for DEVELOPMENTCOMMISSIONER AND
PRINCIPAL SZCaETARY TO GOVEnT.M.F

Got to

The Chairman, IndusInd.Eank Limited, Nn 19 Raj ji
rn i-600 001.

Finance Din:_c+oY-s.

1111n•nn.

4.4
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State Public Sector Undertakings / Boards - Banking arrangement for State Public
Sector Undertakings / Boards — Inclusion of two Regional Rural Banks - Pandyan
Grama Bank and Pallavan Grama Bank in the five Bank Policy — Orders — issued.

Finance (BPE) Department

G.O.Ms.No.379
	

Dated: 01.09.2008

Read:

G.O.Ms.No. 680, Finance (BPE) Department, Dated: 24.9.1993.
Government Letter No. 3511 / BPE / 93 / Dated: 11.3.1994.
G.O.Ms.No. 62, Finance (BPE) Department, Dated: 14.2.2002.
NABARD, Mumbai D.O.No. IDD.RRCBD/365 /337 /

2008-09 / Dated: 13.5.2008.

In the G.O. first read above, revised consolidated guidelines were issued,
wherein, among other things, the existing number of banks for opening accounts was
ordered to continue to be five. The Public Sector Undertakings / Boards were
permitted to place their surplus funds in HDFC, TDFC, POWERFIN and TIDCO on
equal priority basis, apart from retaining deposits in banks etc. Subsequently, in the
reference 2 na cited, the Repatriates Co-operative Finance and Development Bank was
also included on par with Tamil Nadu State Co-operative Apex Bank for the purpose
of banking arrangements, apart from Private Banks like ICICI, UTI, HDFC etc.,
within the norm of five for opening of Accounts, investment of surplus funds and
regular banking operations by the State Public Sector Undertakings/Starutory Boards
in the Government Order ri cited.

National ,Flank for Agriculture and Rural Development in their letter
fourth cited has stated that Regional Rural Banks participate in all credit-linked
development programmes for the rural people and it would be appropriate if
Government	 funds are placed with such banks which	 are participating the
implementation of State/Central Government programmes in the rural areas and
requested to issue instructions to the effect that Government funds may also be placed
with Regional Rural Banks.

Since, the Regional Rural Banks have a higher rural presence and
priority lending commitments, it is felt necessary to encourage the State Public Sector
Undertakings	 to bank with Regional Rural Banks subject to the usual five bank
policy, as Public Sector Undertakings like Tamil Nadu State Marketing Corporation
and Tamil Nadu Electricity Board, in particular, do sometime require the services of
these Banks, having branches in rural areas for remittance of their daily_ proceeds



\\
Ass tant Director.

2

The Government, therefore, after careful consideration, direct that the
State Public Sector Undertakings and Statutory Boards be permitted to have banking
transactions with the two Regional Rural Banks in our State, namely, Pandyan Grama
Bank and Pallavan Grama Bank, subject to the condition that the overall ceiling of
five banks and other instructions ordered in Government Order first read above, is
followed scrupulously.

The Chief Executive Officers of all State Public Sector Undertakings /
Boards are requested to place this order before the Board of Directors in the next
meeting.

(By Order of the Governor)

ANITA PRAVEEN,
Special Secretary to Government.

To
The Secretary to- Government, All Departments of Secretariat, Chennai — 9.
The Chief Executive Officers of all State Public Sector Undertakings / Boards.
The Managing DirectorN_ational Bank for Agriculture & Rural Development,

Plot No. C-24, 'G' Block, Bandra-Kurla Complex, P.B.No. 8121,
Sandra (E), Mumbai — 400 051.

The Chairman, Pandyan Grama Bank, Administrative Office,
2/70/1, Collectorate Complex, Virudhunagar — 626 002.

The Chairman, Pallavan Grama Bank,-Head- Office,
No. 6, Yercaud Road, Hasthampatti, Salem — 636 C07.

The Accountant General (A & E) Chennai — 18.
The Accountant General (Audit II) Chennai — 35.
All Finance Directors.

// True copy // By Order //



ABSTRACT

State Public Sector Undertakings / Boards - Banking arrangement for State Public
Sector Undertakings / Boards — Inclusion of Tamil Nadu Industrial Co-operative Bank
Limited in the five Bank Policy — Orders — issued.

Finance (BPE) Department

G.O.Ms.No.547
	

Dated: 23.12.2008.
Read: 

G.O.Ms.No. 680, Finance (BPE) Department, Dated: 24.9.1993.
Government Letter No. 3511 / BPE / 93 / Dated: 11.3.1994.
G.O.Ms.No. 62, Finance (BPE) Department, Dated: 14.2.2002.
G.O.Ms.No. 379, Finance (BPE) Department, Dated: 01.09.2008.

5.	 Industries Commissioner & Director of Industries & Commerce,
Chennai -5 Letter Rc. No. 41552 / ICB / 2007 / Dated: 26.7.2008.

In the G.O. first read above, revised consolidated guidelines were issued, wherein,
among other things, the existing number of banks for opening accounts was ordered to
continue as Five Banks. The Public Sector Undertakings / Boards were permitted to
place their surplus funds in HDFC, TDFC, POWERFIN and TIDCO on equal priority
basis, apart from retaining deposits in banks etc. Subsequently, in the reference 2' d cited,
the Repatriates Co-operative Finance and Development Bank was also included on par
with Tamil	 Nadu State Co-operative Apex Bank for the purpose of banking
arrangements, apart from Private Banks like ICICI, UTI, HDFC etc., included for
opening of Accounts, investment of surplus funds and regular banking operations by the
State Public Sector Undertakings/Statutory-Boards in the Government Order 3 rd cited.

In the reference 4 th cited, orders were also issued to State Public Sector
Undertakings / Statutory Boards to have banking transactions with the two Regional
Rural Banks in our State, namely, Pandyan Grama Bank and Pallavan Grama Bank.

The Industries Commissioner & Director of Industries & Commerce in the
reference 5 th cited, has requested to include TAICO Bank also for the purpose of
investing surplus funds of State Public Sector Undertakings / Boards, since, TAICO Bank
is implementing various schemes sponsored by Government of Tamil Nadu as part of
complementing the Government's efforts in poverty alleviation / socio-economic
objectives and stated that the main object of the TAICO bank is to accelerate the growth
of Industrial Co-operative Societies in the State by providing financial assistance by



_
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means of various types of credit facilities, thereby enabling these societies to provide
gainful employment to the artisans, skilled / unskilled workers, entrepreneurs, women •
etc., mostly hailing from the rural areas and belonging to the marginalized sections of
society.

The Government, therefore, after careful consideration, direct that the
State Public Sector Undertakings and Statutory Boards be permitted to have banking
transactions with the Tamil Nadu Industrial Co-operative Banks subject to the condition
that the overall ceiling of five banks ordered in Government Order first read above, is
followed scrupulously.

The Chief Executive Officers of all State Public Sector Undertakings /
Boards are requested to place this order before the Board of Directors in the next
meeting.

(By order of the Governor)

ANITA PRAVEEN,
Special Secretary to Government

The Secretary to Government, All Departments of Secretariat, Chennai — 9.
The Chief Executive Officers of all State Public Sector Undertakings / Boards
The Industries Commissioner and Director of Industries and Commerce,
Chepauk, Chennai — 5.
The Tamil Nadu Industrial Co-operative Bank Limited, Thalamuthu Natarajan
Building, No. 1, Gandhi Irwin Road, E gmore, Chennai — 8.
The Accountant General (A & E) Chennai — 18.
The Accountant General (Audit II) Chennai — 35.

7.	 All Finance Directors.

// Forwarded by Order //

ASSISTANT DIRECTOR
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