


                             DDs over Rs. 20K to be a/c payee only: RBI
The Reserve Bank of India issued a notification making it mandatory for all demand drafts above   Rs. 20000 to be account payee only. The step has been taken following reports that a lot of black money was being transacted within the country using banking channel.
In 2005 after the finance ministry introduced Banking Cash Transaction Tax, it was found that a lot of cash was being withdrawn from banks using demand drafts. Subsequently, a series of income tax raids revealed these bank drafts were being used as an instrument to transact black money. Hawala agents, in connivance with banking officials, raised bogus bills and discounted bank drafts on behalf of beneficiaries. These agents, sources said, discounted bank drafts for a 1% commission.
While earning of these agents were anywhere between Rs. 5 crore and  Rs. 10 crore each annually, the transaction was estimated by I-T officials to be above Rs. 50000 crore a years. The lasted RBI directive to the chairman and chief executive of all  banks is likely to put some deterrence to domestic hawala transaction.
The notification says though the issue of demand drafts for Rs. 20000 and above are required to be credited to the payee’s account and not paid in cash over the counter, there were “some unscrupulous elements using them without any crossing for transfer of money as an alter – native to settlement through cash.
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