MATIONAL SAVINGS CERTIFICATES (VII-ISSUE)
RULES, 1989

(Fssued vide Genvernment of Incha, Ministry of Finence (DE1) Notification
Vo, YR 4946 L) dated 1.5 1959 and further amended from time 1o thme |

GSR 496 (E}—In cxereise of the powers conferred by section 12 of the
Government Savings Certificates Act. 1939 (46 of 19539). the Central
CGovernment hereby makes the following rules. nameh : —

1. Short title and commencement :-

(1Y These rules may be called the Nauonal Savings Certificates
(VI [ssuc) Rules. 1989,

(2) Thev shall come into force on the 8th Max, 1989,

2. Definitions :- [n these rules, unless the conmext otherwise requires.

(1) "Act”™ means the Government Savings Certificales Act, 1939 (40 of
1959

(i) "Banking Company™-dcleted.

(iii) "cash™ means cash in [ndian currency:

(1v) “certificate™ means the National Savings Certificates (V11 [ssuk):.,

(v] "Company"—deleted.

(vi) "corporation™ means a corpormbion cstablished by or pnder amy law
for the time being in force:

(vit) "Nirm"—deleted.

[Clauses (1), (v) & {vi1) deleted vide MOF (DEA) Noaification
No. GSR 120(E) dated 8.3.1993 effective from 1.4 1993]
(vi)) "Form™ means a form appended to these rules and also includes
forms as prescribed by the Department of Posts |

(ix) "Government Company™ means a company as defined in scction
617 of the Companies Act 1956 (1 of 1936):

(%) "Local Authority” mcans a mumcipal corporation. mumcipal
committes. district board. Body of port commissioners or other
authority legallv entitled 10 or entrusied by the Government with the
control or management of mumicipal or local fund;

(xi) "Old Certaficate” means a certtheate issued under the Post Office
Savings Certificates Rules. 1960_or the National Savings Certificales
(First 1ssuc) Rules, 19635 or the National Savings Centificates (TV
Issue) Rules, 1970 or the Natonal Savings Certificates (V Issuc)
Rules, 1973; ara Bond issued under the Mational Development Bonds
Rules. 1977 or the National Savings Centificates (V1 Issue) Rules.
1981 or the National Savings Cenificates (V11 Issue) Rules. 1981 ar
the Social Secunty Ceruficate Rules. 1932 or the Kisan Vikas Patra
Fulgs, |98,

(xi) "Post Office™ mcans any departmental post office in India doing
Savings Bank work and such other post office as is authorised by
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Department of Posts,

(viil) “Scheduled Bank™ means a hank for the unw being included in the
second Schedule 1o the Resene Bank of India Act. 1934 02 of 1934

{xiv) =Trust™ means a trust registered under any Iy for the nme being i force,

3. Denominations in which certificares shall be issued = The Nahonal Savings
Certificarcs (VI Issue) shall be issued in denanunanens of Rs. 100, Rs. 300,
Rs. [00HL Rs. 5000, Rs. 10,006 and such other denosmnations a6 may be notified by
the Central Government from (imc to time.

4. Tvpes of Certificates and Issue thereof—{ 1) The certificates shall be of the
followmg tvpes, namely :-

(a) Senydc Holder Type Centificates:

(b) Joint "A’ Type Cerificares: and

(e} Joim "B Type Cerificares.
(21 (a) A Sangle Holder Type certificale may be issued 1o :-

(1) an adul for himseli or on behali of a minor or 10 a muinor:

(bt A Jomt “A° Type cernficate may be ssued jontly 10 rwo adults payable 1o
Bath the holders jointly or 10 the survivor

{¢1 A Joimt "B’ Type ceruficate may be issued pointly 10 two adults payable ro
aither of the halders ar 10 the sumvivor.

(11} a Hindu Undivided Family

(3) Non Resident Indians are not ehigible 10 purchase the National Savings
Certificates :

Provided that if 3 resident who subsequently becomes Non Resident Indian during
the currency of maturity period, shall be allowed to avail the benefits of the cenificates
on matunty on a3 Non Repatriation Basis.

[MOF (DEA) Notification No. GSR [ 20(E) dated B.5. 1995, GSR 572(E) dated
2.8.2001 and No. GSR 591 (E) dared 25.7.2003 ]

8. Purchase of Certificates :- Cortificates may be purchased for any amount.
6. Pracedure for purchase of certificates :- Any person or bady specified in rule

4, desiring to purchasc a cemificate, shall present al @ post office an application in
Form 1, cither in person or through an authonsed agent of the Small Savings Schemes.

7. Lepal tender -- Pavment for the purchase of a certificate mav be made to a post
office in any of the following modes, namly -

(1) cash;

(n} a locally exceuted cheque, pav order or demand drall drawn in favour of
the Posimasier.

{iii) by presenting a duly signed withdrowal form with the pass book for
withdeawal from the Por Ofiee Savings Bank account.
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{iv) surrender of 3 matured old cerrtificate duly discharged as follows-
"Received pavment through issuc of fresh certificate vide application
attached™.

8. Issue of certificates :- (1) On payment being made under rule 7. except
where payment 15 made by a cheque. pay order or demand drafi, a cenificate
shall normally be issued immediately. and the date of such certificate shall be
{he date of payment.

(2) Where pavment for the purchase of a certificate is made by a cheque,
pav order or demand drafl. thecertificate shall not be issued before the proceeds
of the cheque, pay order or demand draft, as the case mav be, arc realised and
the date of such certificate shall be the date of encashment of the cheque. pay
order or demand drafi. as the case mayv be.

(3) If for anv reason a certificate cannot be issued immediately, a
provisional receipt shall be given to the purchaser which may later be
cxchanged for a certificate and the date of such ceruficate shall be as specified
in sub-rule (1) and sub-rule (2) as the case may be.

9, Certificate in licu of procecds of old certificates :- A holder of an old
certificate entitled to encash that certificate may make an application in
Form 1 for the grant of a centificate under these rules; on receipt of such an
application, there shall be issued o theapphicant a certificaite under these rules,
the date of issue being the date on which the old certificate duly discharped is
presented.

10, Transfer from one post office to another :- (1) A centificate may be
transferred from a post office at which it stands regisicred. to any other post
office on the holder or holders making an application in the prescribed form
al cither of the two post offices;

(2) Every such applicaton shall be signed by the holder or holders of
the certificate:

Provided that in the case of Joint 'A’ Type Certificate or a Joint 'B' Type
certificate. the application may be signed by one of the joint holders if the other
15 dead.

11. Transfer of Certificate from onc person to another :- (1) A
certificate may be transferred with the previous consent in writing of an officer

of the post office as specified below (hereinafier referred to in these rules as
authonsed Postmaster)

Cases in which transfer Designation of the Officer
can be sanctioned competent (o grant permission for
transfer.
(2) (i) From the name of g deceased )
holder (o his heir.

(1) From a holder 10 a court of Postmaster of the
law or 10 any other person post office Wwhere
under the orders of coun of the centificate
law: stands registered.
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e e

(im) From a single holder 1o the names of join

holders of whom the transferee shall be one. —do—
(iv) From jont haolders to the name of

onc of the joint holders -—

(b) Albother cases Head Postmaster

(2} An authonsed Postrmaster as referred i sub-rule (| ¥shall give his consent
to the transfer of a certficate only ifthe following conditions are satisfied, namely:-

(2) the transferee is eligiblc under these rules to purchase certificates;,

(b} the transfer is made afier the expiry of a periad of at least one year from
the date af the cerlificate or where the transfer 15 sought before the expiry of such
period, the transfer falls under any of the following categonies, mamcly ;-

(1) trensfer 1o a near relative out of natural love and affection;

Explanation - For the purposes of this rule, “ncar relative’ means husband,
wife, lineal ascedent or descendent, brother or sister,

(1) transfer in the name of the heir of the deccased holder:

{111) transier from a holder to & courl of law or 10 any other person under

the orders of the court of law;

{iv) transfer in accordance with Rule 12; (Pledging)
(v) transfer in the name of the survivor in the event of death of one of the

jomt holders,

(¢} An application far transfer is made in the preseribed form and is signed by
the holder or holders of the certificate;

Provided that i the case of a Joint *A" Type Certificate or a Jomt ‘B Type
Certificate, the application may be signed by anc of the holders, if the other is
dead.

(3) Without prejudice 1o the provisions of sub-rule {2), an authorised
Postmaster shall give his consent to the transfer of & certificate held on behalf ofa
minar only1{ at the lime of the proposed transfer, a parcnt or the guardian referred
to in sub-clause (i) or, us the case may be, sub-clause (i1), of clause (b) of Section
§ of the Act, cemifies in writing, that the minor is alive and that such transfer s
lis interest.

(4} In every casc of transfer, other than a transfer under rule 12, the anginal
certificate shall be duly discharged and the new certificate bearing the same date
as that of the original cenificate surrendered shall be issucd in the nume of the
transferee.

Clarification i- A cemificate purchased in joint names can also be transferred
1o other person(s) under rule 11(2) above and relevant rules apphicable to KVP
Rules. For this purpase only the Head Postmaster will be competent to sanction

the transfer. -
[D.G. Posis letter No. 62-4/2001-5B dated 26.4.2001 addressed 1o

PMG, Mumbai Region, Mumbai]

12, Pledging of certificate :- (1) On an application being made in the
prescribed form by the transferer and the ransferee, the Postmaster of the office
of the registration may, a1 any time, permit the transfer of any certificate as secunty
to—

(1) the President of India or Governor of a Statc m his official capacity;
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(b} ithe Resene Bank of India or a scheduled bank or a cooperaiive
socieny including o cooperning bank.

(c) u corparation or i Govermmen! compan:
(d) o local authirny: and

(¢} a Housing Finance Compamy approved by the Navional Housing
Bank and nonfied by the Comral Government

IMOF (DEA) Notification No. GSR S08(E) dated 23.5 1990

Provided that 1he transfer of 3 ceriificate purchased on behaif of @ minor
<lwill nat be permitted under this sub-rule unless the parent or the guardian of
the minor referred o in sub=clause (i) as the case may be. sub=clansc (). of
clause (b) of Section 3 of the Act centifics in writing that the minor is alive
and that the transfer is for the benefit of 1he minor.

(2) When any certificalc is transferred s security under sub rule (1). the
Postmaster of the office of the registration shall make the following
endorscmant on the certilicale, namely -

“Transferred as secunity 0., ...

(1) Except a5 otherwise provided in these rules. the transferee of a
certificac under this rule. shall. until it is re-transferred under sub-rule (4).
be deemed 1o be the holder of the certilicaic

(4} A certificate transferred under the sub-rule (2). may. on the wrillen
authoriny of the pledgee. be re-transferred with the previous sanction in writing
of 1he authorised Postmaster and when any such re-transfor 15 made, the
Postinaster of the office of registrition shall make the following endorseament
on the cemificpte. namcly -

“Re-trmnsferred 10.......

(3] Where as a result of several endorscinems made under sub-rules (2)
and {4) on a certiflicate. no space 1s lehi for making furher endorsemenis of a
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hke claracter on that certificate, a fresh certificate may be tssued by the
Postmasier of the ofTice of the registration n lieu of such cetificate.

(6) A fresh centificate issued under sub-rule (5) shall be,treated as
equivalent to the certificate in lieu of which it las been issued for all purposes

of these rules.

13. Replacement of lost or destroved certificate := (1) If a cemficate is
lost, stolen, destroyed, mutilated or defaced, the person entitled thereto may
apply for the issue of a duplicate certificate to the post office where the
certificate is registered or to any other post office in which case the application

will be forwarded to the post office of registration.

(2) Every such application shall be accompanied by a statement showing
particulars such as number, amount and date of the cerificate and the

circumstances attending such loss, theft, destruction, mutilation or defacement.

(3) I the officer in charge of the post office of registration is satisfied of
the loss. thefl, destruction, mutilation or defacement of the certificate, he

shall issue a duplicate certificate on the applicant furnishing an indemnity
bond in the prescribed form with one or more approved sureties or with a
bank's guaraniee.

Provided that where the face value or the aggregate face value of the
certificate or certificates lost, stolen, destroyed, mutilated or defaced is Rs, 500
or less, a duplicate cerlificte or certificates may be issued on the applicant
furnishing an indemnity bond without any such surety or guarantee.

Provided further that where such application is made with respect 10
certificate mutilated or defaced, or whatever face value, a duplicate cerlificate
may be issued without any such indemnity bond, surety or guarantee if the
certificate mutilated or defaced is surrendered and the certificate is capable
of being identificd as the one originally issued.

(4) A duplicate certificate issued under sub-rule (3) shall be treated as
cquivalent to the original centificate for all the purposes of these rules excepl

that it shall not be cncashable at a post office other than the post office at
which such certificate is repistered without previous verification.

14. Nomination :- (1) Subject to provisions of sub rules (2) to (6), the
single holder or joint holders of a certificate may by filling in necessary
particulars in Form 1 at the time of purchasing the cenificate, nominate any
person who, in the event of death of the single holder or both the joint holders,
as the case may be, shall become entitled to the certificate and to the payment
of the amount due thereon. If such nomination it not made at the time of
purchasing the certificate, it may be made by the single holder, the joinl
holders or the surviving joint holder, as the case may be, at any time after the
purchase of the certificate but before its maturity, by means of an application
in Form 2 to the Postmaster of the office at which the certificate stands

registered.
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(2) There shall not be more than one nommee, excepl in cases where the
denominanon of a'certificate 18 Rs. 500 or more. -

(3) No nomination shall be made in respect of a certificate applied for
and held by or on behalf of a minor.

(4) A nomination made by the holder or holders of a certificate under
this rule may be cancelled or varied by submitting an application in Form 3
affixing postage stamps of the value specified in sub-rule (2) of rule 25 together
with the certificate to the Postmaster of the post office at which the cenificate
stands registered.

(5) Separate application for nomination or cancellation of a nomination
or & variation of a nomination shall be made in respect of certificates registered
on different dates,

(6) The nomination or the cancellation of 2 nommation or the variation
of a nomination shall be effective from the date it is registered in the post
office, which shall be noted on the cemificate.

15. Encashment on maturity :- (1) The maturity period of a certificate
of any denomunation shall be six years commencing from the date of the
certificate. The amount, inclusive of interest, payable on encashment of a
certificate at any fime after the expiry of its matunty period shall be
Rs. 201.50 for denomination of Rs. 100 and at proportionale rate for any
other denomination. The interest as specified in the Table below shall
accrue to the holder or holders of the certificate at the end of each year and
the interest s0 accrued al the end of each year upio the end of the fifth year,
shall be deemed to have been re-invested on behalf of the holder and
aggregated with the amount of face value of the cenificate.

TABLE
The vear for which Amount of interest (Rs.) accruing on
inferest accrues | certificate of Rs. 100 denomination
First year 12.40
Second year 13,90
Third year 15.60
Fourth year 17.50
Fifth year 19.70

_-.'r_lri:'_lﬂ'l year 22.40
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(6) Where a certificate has been purchased on or after the 1st day of
March, 2003, the amount inclusive of interest, payable on encashment of the
certificate at any time after the expiry of its maturity penod shall be Rs. 160.10
for denomination of Rs, 100 and at proportionate rate for any other

denomination. The interest as specified in the Table below shall accme 1o the

holder or holders of the cemificate at the end of each year and the interest so
acerued at the end of each year upto the end of the fifth year shall be deemed

to have been reinvested on behalf of the holder and aggregaled wath the amount
of face value of the certificate.

TABLE
_____—__
The year for which Amount of interest (Rs.) accruing on certificale
INTerest accrues of Rs. 100 denomination
First year 816
Second year 8.83
Third year 0.55
Fourth year 10.33
Fifth year 11.17
Sixth year 12.08 g

(7) Maode of Payment := The amount payable at the time of encashment on
maturity may be rounded ofT 1o the nearest multiple of one rupee and for this
purpose any amount of 50 paise or more shall be treated as one rupee and any
amount less than 50 paise shall be ignored.

[MOF (DEA) Notification No. GSR 590 (E) dated 25.7.2003)
15A. Post-maturity interest ;- Where repayment of the amount, inclusive
of interest, uader rule 1% has become due but has not been made, interest shall

he allowed on the amount due for a maximum perod of two years from the
date of maturity to the date of repayment of the amount subject to the following

conditions, namely :-
(a) The interest shall be simple and shall be calcuated at the rate

Jppli::ahh: from e o ume (o savings accounts of the type of
single or join account.

(b) For the purpose of payment of interest, any parn of the period which
i less than one month shall be ignored.,

{e) The interest shall be paid to the depositor i lump sum at the tme
of repayment of amount due.

[MOF {DEA) Notification No. GSR 820 (E) dated 16.10.2003]
16. Premature encashment :- { 1} Notwithstanding anything contamed
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in rule 15 and subject to sub-rules (2}, (3) and (4), a cerlificate may be
prematurely encashed any time in any of the followang circumstances, namely: -

{a) on the death of the holder or any of the holders m case of joim
holders;

(b) on forfeiture by a pledgee being Gazetted Government Officer when
the pledge 15 in conformuty wath these rules; o

(¢) when ordered by a court of law

(2) If a ceruficate 15 encashed under sub-rule (1) within a penod of one
vear from the date of the certificate, only the face value of the ceruficate shall

be payable.

(2} If a cernificate 15 encashed under sub-rule (1) after expiry of one year
but before the expiry of three years from the date of certificate, the encashrment
shall be at a discount. On encashment of the cerificate, an amount equivalent
to the face value of the centificate together with simple interest shall be payable.
Such simple interest shall be calculated on the face value at the rate applicable
from tume to time 10 single accounts under the Post Office Savings Account
Rules, 1981, for the complete months for which the ceruficate has been held.
e difference between the aforesasd simple interest and the interest accruing
under rule 15 shall be deemed 10 be discount.

(iv) If a certificate 15 encashed under sub-rule (1) after the expiry of three
years from the date of certificate purchased on or after the 15t day of March,
2003, the amount payable, inclusive of intcrest accrued under rule 15 and afier
adjustment of discount, shall be as specified in the Table given below for a
certificate of Rs. 1040 deponunation and at a proportionate rate for a certificare
of any other denormunation,

TABLE
Period from the date of the certificate Amount payable inclusive
0 th-: date of its encashment of mterest (in rupees)
3 years or marc, but less than 3 vears and 6 months 121.15

3 years and 6 months or more, but fess than 4 years 125.09
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1 years or more, but less than 4 years and 6 months 129.16
4 years and 6 months or more, but less than 5 years 133.36
§ years or mores but less than § years and 6 months 137.69
§ years and 6 months or more, but less than 6 years 142,16

_[MOF (DEA) Notification No. GSR 179 (E) dated 1.3.2003]

(3) Mode of Payment :« The amownt payable at the tme of premature
encashment may be rounded ofT to the nearest multiole of one rupee and for
this purpose any amount of 50 paise or more shall be treated as one rupee and
any amount less than 50 paisc hall be ignored.

[MOF {DEA) Notfication No. GSR 590 (E) dated 25.7.2003]

17. Place of encashment :- A certificate shall be encashable at the post
office at which it stands registered - Provided that a certificate may be encashed
at any other post office if the officer-in-charge of that post office is satishcd on
verification from the office of its registration that the person presenting the
certificate for encashment is entitled thereto.

18. Discharge of certificate :- ( 1) The person entitled to receive the amount
due under a certificate shall, on 1ts encashment, sign on the back thereof in
tloken of having received the payment,

(2) In the case of a certificate purchased on behalf of a munor who has
since attained majority, the certificate shall be signed by such a person himself,
burt his signature shall be attested either by the person whe purchased it on his
behalf or by any person who is known to the Postmaster.

(3) A cerificate of discharge may be issued by the post office to any person

encashing a certificate on payment of the fee specified in sub-rule (1) of rule
25.

19. Encashment of minur’s certificate :- (1} A person encashing a
certificate on behalfof a nunor shall farnish a lemer from the parent or guardian
of the manor referred to in sub-clausc (1), or as the case may be, sub-clause (1),
of clause (b} of section 5 of the Act, to the effect that the minor is alive and that
the money is required on behalfl of the minor.

(2) When the nominee is a minof, the person appointed under sub-section
(3) of section 6 of the Act while encashing the certificate, shall furnish a
certificate thar the minor is alive and that the money is required on behalf of
the minor.

20. Payment to heirs— | ) If a person dies and 15 at the time of his death
the holder of a Savings Certificale and there is no nominatign in force at the
lime of his death and probate of his will or lettzrs of administration of his
estate or a succession cermficate gronted under the Indwan Succession Act, 1925

(3% of 1925) 3 not, within three months of the death of the holder, produced to
the authonty specified in the Table to sub-rule (2), and if the sum due on the

Savings Cerificates does not exceed ane lakh rupees (mclusive of the sum due
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21. Encashment of Certificates held by Army, Air Force and Nav)
Perwnnel - Where a centificote i held by o person who is subject 1o the
Armn Act, 1950 (46 of 1950 or the Air Foree Act. 1930 (45 of 1950) or the
Npvy Act 1957 (62 of 1957) and such person dies or desens, the Commanding
Officer of the Carps. department. witit o7 ship 10 whch the deceased or desericr
belonged or the Commitice of Adjustments. as (he case mad be. may send a
requision to the officer-m-charge of the post office where the certilicate stand
regisicred to pay him or it the amount duc under the certificate: and the
officer-in-clarge of the Post OMice shall be bound 10 comply with such
requisition even though there is in force at the time of death or deserton of
holder of the certificate a nomionation made in favour of any person.

22. Rights of nominees :- (1) [n the case of death of the holder of a
certificate in respect of which a nomination is in force. the nominee or
nominces shall be entitled at any tine before or alter the mawrity of the
certificale 10 -

{a) encash the cenificate: or

* (b) sub-divide the cenificate in appropriale denominations in favour of
individual nominees or two adult nominees jointly.

{2) For the purpose of sub-rule (1), thesurviving ROMInG: of NOMINETS
shall make an application to the Postmaster of the office of registration.
sapported by proof of death of the holder and of deceased nomince of nosinecs.
if any.

(3) If there arc more nominess than on¢. all the nominces shall give a
joint discharge of the certificate at the time of receiving the pavment or sub-
division.

23, Conversion from one denomination to another :- (1) Ceruificalcs
of lower denonination may be exchanged for a certificate or cerlificales of
higher denomination of the same aggragate face value or a centificate of higher
denomination mav be exchanged for the cerificates of lower denzanination
of the samc agpregate face valuee:

Provided that cenificates beanng different dates shall not be combined
for being exchanged for centificate or ceruficales of higher depomination.

(2) The daic of the certificale or cenificatcs issued in exchange shall be
the same as that of the original cortificate or certificates surrendered and nol
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the date on which the exchange is made

24, Income tay i= literest on these cortificates shall liable 1o tas undcer
ihe Income=tax Act. 1961 (43 of 1961) on the basis of the annual accryal
specificd in mile 15 but no tax shall be deducied a1 the tme of pinment of
discharge value

25, Fees :- (1) A fec of rupee Mive shall be chargeable in respect of the
following ransiacuons, namely -

(i) wransfer of cemificaies from onc person 10 another olher than a
transfcr from the holder 1o a coun of law;

(11} issuc of duplicate cerificate under rule 13:
(i) 1ssue of a ceruhcate of discharge under rule 18:
(iv) conversion from one denommination 1@ amothér under rule 235;

26. Responsibility of the Post Office :- The post office shall not be
responsible for any Joss caused 102 holder by any person oblaining possession
of a centificate and fradulently encashing it.

27. Rectification of mistakes :- The Departmem of Posts or the Post
Master General or Heads of Postal Divsions in their respective jurisdictions,
may either suo moto or upon an application by any person interested in any
centificate issued in persuance of these rules. rectify any clerical or arithmetical
mistake with respeet to that certificaie. provided that it does not involve any
finuncial loss to the Government or 1o any such person,

28, Power to relax :» Where the Central Govenrment 15 satisfied that
the operation of any of the provistons in thtse rules causes undue hardshap o
the holder of a certificate, it maw. by order. for reasons 1o be recorded in
writing. relax the requirements of hat provision in i manner not inconsistent
with the provisions of the Act

IMPORTANT ORDERS

1. Sale of National Savings Certificates (VIII-Issue) through
authorised agents under the Standardised Agency System :- (1) | am
directed 10 refer tothis Department ‘s letter No. 1(33)-NS/537 dated 31.12. 1959
as amended from time to lime introducing the Standardised Agency Systein
ard to state that it has been decided that 5.A.S. agems mav canvass for
investments in the MNational Savings Certificates (VITI-Issuc) introduced by
the Government of India. Ministry of Finance, Depanimem of Econamic
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Afturs. For the investment in Nanonal Savines Ceruficates {VII-Issue) secured
by the authorised Standardised Agency System Agents, they will be paid
-ommissien at the rate of one per cent, No commission will. however, be payable
an institutional mvestments 1 Natonal Savings Certificates (VII-Issue),
secured by these agents.

(2) The procedure for payment of commission to agent as applicable in
case of Kisan Vikas Patras shall apply to the payment of cormissian in case of
National Savings Certificates (VIII-Issue).

{1} These instructions lake effect from 8.5, 1989,

IMOF (DEA) letter No. F.1/8/89-N8, 1 dated 1.6.198% circulated under
D.G. Posts letter no, 61-22/89-58 dated 12.6.1989,

2. Income Tax Concessions :- (1) The mvestments by individuals i the
Nauonal Savings Certificates (VIH-Issue) will qualify for tax deduction under
Section 80C the Income Tax Act. The interest accrumg annuoally but deemed
10 be remvesied upto 5 vears will also qualify for 12ax deduction under Secuon
80C Income lTax Act.

(Ministry of Finance (DEA) letter No. F.3/38-89-NS.11 dated 16.5.1989]

(1) It has been clarified by the Central Board of Direct Taxes that the
mvestments made m NSCs (VTII-1ssue) by the fatherhushand out of his income
in the name of minor children/wife will not be eligible for rebate under Section
83 of the Income Tax Acl.

[CBDT letter No. DIR (HQ)YCH{DT)95/1090 dated 22 8.1995]

4, Sale of National Savings Certificates (VIIl-Issue) through ED Post
Offices 1= As per rule 2 (xii) of the National Savings Certificates (V1H-1ssue)
Rules, 1989, the sale of these certificates can be made through Department

Post Offices or such other post offices as authorised by the Department of
Posts. The Head of Circle can authorise any other past office if demand and

justificanon is there besides the Departmental one 1o sell Natonal Savings
Certificates (VII-Issue). The provision of Provisional Receipt is also there in
rule 3(3) for these certificates.

[D.CL Posts letter No, 61-22/89-5B dated 21.12.1989)

5. Partial discharge :- The parnal discharee of NSCs (VIIE-1ssue) is not
admissible vide Note below Rule 32{1) of P.O.5S.B. Manual Volume 11. The
partial discharge means splitting of a ceruficate o 1wo parts. [t does not
mean discharge of onc certificate out of four cemificates purchased through
otie application. This is allowed. The other certificates wall remiain intact and
can be discharged by the mwvestor a5 and when desired by him
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6. Pledging of National Savings Certificates (VIII-Issue) - Notifving
the names of Housing Finance Companies approved by the National
Housing Bank :- [n pursuance of Rule 12, sub-rule (1), Clause {e) of National
Savings Centificates (VIIT-Issue) Rules, 1989, the Central Government hereby
notifies that the following Housing Finance Companies, approved by the
National Housing Bank are authonsed 1o accept pledging of Navonal Savings
Cermificates (VI-Issue) :-

. Housing Development Finance Corporanon Lid, Bombay.

Can Finance Homes Ltd., Bangalore.

Gujarat Rural Housing Finance Corporation Ltd.

PNP Housing Fmance Ltd., New Delh.

Indiz Housing Finance and Development Ltd., Madras.
SBI Hame Finance Limited, Calcutta.

Dewan Housing and Dcvc]npnwﬂ Finance Lid., Bombay.
G.1.C. Grih Vina Lid., Bombay.

L.I.C. Housing Finance Ltd., Bombay.

10, Akshava Auas Nirman Vitta Ltd., Jaipur.

11. Indbank Housing Ltd., Madras.

12, Parshwanath Housing Fimance Corporation Ltd., Ahmedabad.
11, Saya Housing Finance Company Ltd., Ahmedabad

14, Vyaya Bank Housing Finance Ltd., Bangalore.

15. Fairgrowth Home Finance Lid., Bangalore.

[MOF (DEA) Notifications F.3/20/86-NS.1I dated 6.9.1990 and 1.8.1991]

7. Tax rebate under section 88 of Income-tax Act on interest accrued
but deemed 1o have been reinvested in National Savings Certificates (VIII-
Issue)-Clarification regarding :- [ am directed to state that quencs were
received from various quarters regarding tax rebate on the inferest accrued
but deemed 10 have been reinvested in respect of National Savings Certificales
(VI11l-Issue). The matter was taken up with the Department of Revenue (Central
Board of Direct Taxes). The CBDT has clarified that the interest accruing at
the end of each year and reinvested in NSCs (VII-Issue) will enjoy tax rebate
under section 88 (2arlier Section 80-C) of Income Tax Act

[MOF (DEA) letter No. F.3/88/89-NS 11 dated 12.8.1992 forwarded under
D.G. Pasts letter No. 61-25/92-5SB dated 20.8.1992]

8. Issue of certificate of annual interest in respect of NSCs (VII-Issue)
for the purposc of filing of income tax returns :- Instructions were isseed in
this office letter number $0-1/81.SB dated 10.5_1981 that cerificate of annual
interest accrued in respect of National Savings Certificates (VI & VI Issue)
and Social Security Certificates would be issued to the holders without levying
any fee for the purpose of filing of income-tax retums. It 18 clanfied for the

L=

ol L. U
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guidance of all concerncd thar these msructions will also apply mutatis
mutandis to the current scries of centificates, namecly, National Savings
Certificates (VIIT Issuc). These instructions may be hrouglt to the notice of

all concerned. A proforma of the certificate to be issued is also enclased,
[D.G. Posts letter No. 61-26/92-SB dated 22.9.1992]
| PROFORMA

From To

NO, Dated -

e S R = L

Subject : Centificate of accrual of annual inlerest on certificates in respect
of NSCs (VII1-Issue)

This 15 b eertify that an amount of Bs. has accrued as interest
for the eyar an National Suungs Cermificate (VI Issue)
particulansed below standing in your name al this office,

Sl Number of Savings Denomination Value  Interest
No. Certificates Rs. Rs. Rs.

Date Stamp of Fost Office Postrmaster'Sub Postmaster

9. Discontinuance of investinent in NSCs (VILI-Issue) by Institutions
w.e.l. 1.4.1995 ;- Some post offices have issued NSCs (VII-Issue) to
Institutions on or after 1.4, 1995 which was mregular, The mater for their
regularisation has been considered in consultation with the Ministry of Finance
(DEA) who have not agreed to regularise these investments made by
Instirutions on or after 1.4.1995. In case any irregulariry is noticed, sutable
action may be taken against the erming officials.

(D.G. Posts letter No. 61-11/95-SB dated 9.10.1995)

10, Encashment of National Savings Certificates (VIII-Issuc) when
the maturity date falls on Sunday or Postal Holiday :- If the date of mamrity
of a NSCs falls on Sunday or a Postal Holiday, the payment should be deemed
to be due on the business day immedmtely preceding.

[Rule 12(2) (iii) of P.O.S.B. Manual Volume 11]

11. Purchase of NSCs (VIII-Issue) in the name of Hindu Undivided
Family :- With effect from 2.8.2001 the NSCs (VI11-Issuce) can be purchased
in the name of Hindu Undivided Family. The Kana of the HUF will purchase
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the cerificates on behalf of the HUF by adding the words “H.U.F." after his
name.

(D.G. Posts letter No. 61-4/2001-5B dated E.11.2001]

11A. Facility for cncashment of NSCs through messenger :- [f the
holder of the certificate is unable to attend the post office for the encashment
of the certificate, he can get the certificate encashed throngh his messenger.
When the certificate 15 presented for encashment through the messenger, the
endorsement on the back of the certificate should have been signed already
by the holder and the certificate is accompanied by a letter of authérity
containing the specimen signature of the messenger. When payment is made
to the messenger, his signanire or T-1 will be taken in addition to the signature
of the holder below the holder’s encashment “"Received payment of
Hs. 5

[Rule 23(2) of P.O.S.B. Manual Volume 1]

11. Facility of encashment of National Savings Certificates through
banks :- A reference 15 mvired o Note 2 Below Sub Rule 2 of Rule 23 of the
P.O.S.B. Manual Volume 1l regarding the encashment of Savings Certificates
throngh banks. The rule specifies that a scheduled bank or a co-operative
bank can acl as an agent of the holder for collecting proceeds of the
certificate(s). For this purpose, if the bank presents the certificates duly
discharged by the holder and confirms the signatare of the holder on the
certificates and [urnishes the endorsement thereon to the effect that the pavee's
account will be credited with the proceeds of a certificate, payment should be
made by means of a crossed cheque in the name of the holder which will be
handed over to the bank under receipt. In such cases no separate letter of
authority need o be msisted upon from the holder but 1f the bank desires
immediate payment in cash it should be asked to produce the usual letter of

authonty from the holder.

Complaints have been received in this office where the procedure as

specified in the rule for encashment of savings certificates through the banks
has not been properly followed thereby causing inconvenience to the holders

for getting encashment of savings certificates through banks. It may be ensured
that the procedure as specified in Note 2 below Sub Rule 2 of Rule 23 15
scrupulously followed and there 1s no undue complaint from the nvestors on
this account.

[D.6G. Posts letier No. 61-39/85-SB dated 16.11.1938]

13. Issue of Certificate of holdings in respeet of National Savings
Certifieates :- (1) Instructions were issued in this offce letter number 30-26/
70-58 dared 15.12.1971 (copy enclosed) that on the request of a investor of
Natonal Savings Cenificaes, a Certificate of holding should be issued to him

in the prescribed proforma.
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(2) A doubt has been raiscd whether these instructions apply 1o 6-year
National Savings Certificates (VI & VII Issues) also. It is clarified lor the
information of all concemed thal these instructions apply to all series of
cerlificates including NSCs (V1 & Vil-Issues) and Social Security Centificates.

(3) Since the subscriptions to 6-Year National Savings Certificates (VI
& VII Issues) are now cligible for mcome tax concessions under Section 88
of the Income Tax Act 1961, there will be more frequent requests from

investors for issue of cenificate of bolding. Such requests should be complied
with promptly so thal there i3 no occasion for complaint from the investors.

|D.G. P&T letier No. 61-6/83 SB dated 1-9-1983]
Copy of D.G. P&T letter No. 30-26/70.5SB dated 15-12-1971
Subject:-  Issue of Certificate of holding.

(1) If the holder of Savings Centificates applies for a certificate of his
halding whether in a2 Head, Sub or Branch Office, be shonld be requested lo
produce the certificates or furnish particulars of the certificates and dates of
purchasc. The Head/Sub/Branch Postmaster should verily these particulars
from the applications for purchasc on record in his office and fssue a certificate
in the lollowing form:-

“Certified that the following savings certificates held by
are regislered in this office.

No. & Type of Certificales Datwe of Issve Denomination
Toial
Post office date stamp Postmasier{Signature)

(Z) A suitable remark indicating issue of the certificale will also be made
in the application for purchase under the dated signature of the posimasicr.
The certificale mentioned above will be limited 1o the savings Cenificates
registered in that ofTice, If 2 holder having savings certificates at other offices
applics for the abave certificate, be should be requested to apply to the office
where the savings certificates stand registered, giving full parliculars of the
savings certificates and dales of purchase as prescribed above.

14. Regulation of NSUs bssned irregularly in contravention of rules:-
(1) Proposals are bemg received in this office for regularisation of NSCs
IVAVIVIAVI Issucs, which bave been issued irregularly by diversion of (unds
froin Tedachers Provident Fund, elc., though such certificates have been issued
in the names of individuals.

(2) The matter has been considered in consultation with the Ministry of
Finance and it bas been decided that in 21l cases where the certificates have
becn issued in individual names, the certificates are regular, The question of
their regularisation would, therefore, not arise and no such case peed,
therefore, be referred to this office. for regularization.

[D.G. Posts letter No. 42-3/90-SB dated 4-9.1990]
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15. Confiscation of the amount of pledged NSCs by the pledgee other
than the Government officer :- A question has been raised whether a pledgee.
other than a Govemment Gazetted Officer, of National Savings Certificates is
empowered to confiscate the smount of pledged National Savings Certificates
in the case of default, etc. The matter was examuned in consultation with the
Ministry of Law and Justice. They have advised that under the Post Office
Savings Certificates Rules, the pledgee gets a good title to retain the goods
pledged in case of default in payment of the debt. The pledgee can, therefore,
confiscate the amount pledged. The Post Office can, thercfore, make payment
to the pledpee according to the mles for payment of the certificates,

[D.G Posts letter No. 1-6/75-SS dated 12.11.1975)

16. Issue of Certificate for the interest acerued on pledged NSCs :- A
clarification has been sought by some Circles whether the certificate for the
interest acerued on pledged NSCs is to be issued to the pledger or pledgee for
claiming benefit under Section 8% of Income Tax Act. The Ministry of Finance
in consultation with Ministry of Law have clarified that reinvestment of imterest
gcerued on the National Savings Certificates during the peniod of pledge
confinue to be in the name of the oripinal holder and therefore, the benefit of
Section 88 should be given only in his hands. The said certificate will be issued
only to the pledger, the onginal holder of certificates.

[D.G. Pusts letter No. 61-9/88-SB dated 24.2.1989)

17. Entitlement of interest on pledged savings certificates - clarification
regarding :- Doubts were raised by some of the Circles whether the pledgee 15
entitled o receive interest on National Savings Cenificate VI/VIL Issue pledged
with him. The Ministry of Finance have now clarificd in consultation with the
Ministry of Law, that a pledgee being the holder of the Savings Cemficate
under NSCs VI/VII Issue Rules, 1981 15 entitled to receive payment of interest
under rule 19 of the NSCs VIV Issue Rules, 1981

(DG Posts letter No. 61-4/85-SB dated 23.12.1957]

18. Premature encashment of National Savings Certificates pledged
to Banks :- Please refer to your D.0O. letter No. SB/28-87/NSC/S8 dated
28.9.1988 regarding prermature encashment of National Savings Certificates
pledged to the Bank. The Ministry of Finance (DEA) vide their D.O. No. F.¥
8/88-NS.11 dated 8.12.1988 has clarified that the proposal for premature
encashment of certificates by banks in the eveus of defauit on the part of loance

has been carefully considered 2nd not agreed to.
[D.G. Pasts letter No. 61-4/85-SB (PrII) dated 7.7.1989]

19. Bank loans against National Savings Certificates :- (1) | am
directed to refer to paragarph 8 of the Minutes of the mecting of the National
Savings Central Advisory Board (NSCAB) held at New Delhi on 11.11.1983
regarding complaints that Commercial Banks are not giving loans against small .
savings securitics inspite of instructions issued by the Central Government.
The Chairman National Savings Central Advisory Board had assured the Board
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that the instructions will be reiterated and ymplemented.

(2) The Reserve Bank of India have since reiterated their instructions 1o
all Scheduled Commercial Banks that banks may grant advances agamnst the
secunity of the National Savings Certificates subject, however, to other normal
termis and conditions vide their circular DBOD No. BP.BC.105/C469(44)/83
dated 20.12.1983 issued 1o all scheduled commercial banks.

[MOF (DEA) letter No. F.8/11/83-NS dated 5.3.1984 addressed 10 all
Finance Secrcetanes of State Governmems and others and circulated under D.G
P&T lenter No. 61-4/84-5B dated 19.4.1984)

20. Purchase of NSCs (VIII-Issue) by Trusts :- It is clarified that the
Trusts which are registered under any law for the time being in force can only
purchase the NSCs (VIII-Issue) under rule 2 (xiv) of NSCs (VIII-Issue) Rules.
The unregistered Trusts canmot purchase NSCs (VIII-Issue).

21. Immediate clearance of cheques presented for the purchase of
KVPs/NSCs :- (1) In additien te other modes of investment, Savings
Certificates Rules (KVPs/NSCs etc.) also provide facility of investment in
cerificates through cheque, pay order or demand deaft. However, the certficates
are issued only after realisation of the proceeds of the instruments. In such
cases, the effective date of issue of certificates 15 the date of encashment of the
cheque and not the date of its presentation.

(2) Instances have been brought to the notice of Directorate where undue
delay (1010 15 days) has taken place in getting the investment cheques cleared
by the post offices. Of course, the number of such cases may be few but you
would agree that even some cases may have the potential to affect mohilisation
of resources under Small Savings Schemes leading to public complaints, having
an adverse impact on the image of the Government/Department.

(3) We would be grateful if you could kindly issue suitable instructions to
all concerned to ensure that in future, the cheques are sent for clearance on the
same day (i.c. date of its presentation) or the next working dav without fail.
Cases of laxity should be viewed seriously.

[D.G Posts letter No, 51-4/2000-8B dated 18,2.2000]



25, Prevention of issue of irregular KVPs / NSCs and opening of TD/
MIS /NSS/ PPF Accounts :-( 1) The Department of Posts is providing Banking
Services to the people at every nook and comer of the country. Due 10 fraud
and uncertainity in the share markets and other financial services, the people
are turning to the Post Office Savings Schemes in the recent years, The
Dircctorate is very much concerned about the increasing trend of court cases
in the recent times, 1t has been noticed in most of the cases, imegular issue of
centificates and opening of accounts, not closing of accounts immediately after
the death of the depositor, accounts opened without nomnees, non-checking
the minimum and maximum deposit level of a depositor as per prescribed
rules, untimely repularisation of iregular accounts and certificates, allowing
unauthorised institutions to purchase certificates and open accounts under Post
Office Savings Accounts etc, are the causes for court cases. The courts have
also come down heavily on the Department for not checking the irregular
opening of accounts and issue of certificates at the intial stage and it 15 also
not fair on the parl of the Deparment to inform the depositor about the
irregularities at the final stage i.¢. at the time of maturity of such accounts and
certificates.

(2) It is requested to ensure that such irregular opening of accounts under
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Post Office Savings Schemes and issue of certificates ought to have been
detected at the initial stages itself. The Ministry of Finance, Department of
Economic Affairs is also insisting to take action against the emng postal
official(s) for allowing such opening of mrregular accounts and issue of

certificates. [n furure, all such proposal for regularisation of irregular accounts
and issue of certificates should be accompanied with the action laken against
the erring officials.

(3) It is, therefore, requested that all Heads of Circles and Director of
Accounts (Postal) may ensure to detect such irregulanties at the earliest point
of time and all the counter Assistants handling such opening of POSB accounts
and issue of certificates 1o be urgently educated and be careful at the opening
of accounts and issue of certificates. They may also be informed of the decision
of the Ministry of Finance, Department of Economic AfTairs that severe action
will be taken against those who are respansible for opening of such rregular
accounts and issue of certificates. All auditors may also be advised to check
the newly opened accounts and issue of certificates issued year-wise and point
oul the irregularities immediate]y.

(4) It is requested that the above mstructions may be brought to the
knowledge of all concerned in your Circle for information, geidance and
comphiance.

[D.G: Posts letter No. 107-6/2004-SB({PG) dated 25.5.2004]





