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The Chairman and Managing Director / Chief Executive Officers  
All Scheduled Commercial Banks including RRBs / 
Urban Co-operative Banks / State Co-operative Banks / 
District Central Co-operative Banks 
 

 
Dear Sir/Madam, 
 
Dishonour of electronic funds transfer for insufficiency of funds in the bank account – 
clarification 
 
As you may be aware section 25 of the Payment and Settlement Systems Act, 2007 accords 
the same rights and remedies to the payee (beneficiary) against dishonour of electronic 
funds transfer instructions for insufficiency of funds in the account of the payer (remitter), as 
are available to the payee under section 138 of the Negotiable Instruments Act, 1881.  
 
2. The sub-section (5) of the section 25 of the Payment and Settlement Systems Act, 2007 
provides for punishment of two years and twice the amount of electronic funds transfer 
instruction, or both for dishonour of such electronic funds transfer on par with the penalties 
stipulated for dishounour of cheques under the Negotiable Instruments Act, 1881.  
 
3. We accordingly advise you to popularise the electronic fund transfer modes amongst your 
customers by allaying any apprehensions on the rights and remedies available to the payees 
against dishonour of electronic funds transfer instructions. 
 
 
Yours faithfully 
 
 
 
(Vijay Chugh) 
Chief General Manager 
 
   


