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REFORMS IN CURRENCY CHEST OPERATIONS AND MANAGEMENT 

 
REPORT OF THE  SUB-GROUP CONSTITUTED  BY THE MINISTRY OF FINANCE TO  
REVIEW THE WORKING OF CURRENCY CHESTS  AND TO MAKE SUGGESTIONS 

FOR IMPROVING THE  EFFICIENCY IN CURRENCY CHEST OPERATIONS 
 
 

Government had, vide DFS letter number 60/2/2008-BO.II dated 26.09.2011, 

advised all Public Sector Banks (PSBs) and the Reserve Bank of India (RBI) to issue 

categorical instructions for efficient operations of Currency Chests in the Country and 

address the issues and problems in this regard in a focused manner. As a follow-up and to 

ensure that the Currency Chests in the country operate in an efficient manner, Secretary 

(FS) approved an action plan for eliciting views and sharing experiences and the best 

practices adopted by the banks. Accordingly, Dr. Shashank Saksena, Director (BO.II&PR) 

and Mr. D.D. Maheshwari, Under Secretary (BO.II), Department of Financial Services, 

visited a Currency Chest operated by a private sector bank in the NCR. Some select PSBs 

were also associated with this.  The two officers of Department of Financial Services also 

had discussions with the Regional Director and other officers of RBI at Delhi.  

 

2. The broad learning and experiences were shared with the officers of public and 

private sector banks in the meetings with the Controllers of all Public Sector Banks on 

31.01.2012, and with the representatives of some select Private Sector and Foreign 

Banks on 01.02.2012, under the Chairmanship of Shri Alok Nigam, Joint Secretary (BO). 

The participants shared their views and experiences with regard to the operations of 

Currency Chests. During these meetings, the participants discussed the issues and 

challenges faced by them in the operations of currency chests.  They also requested that 

RBI should issue consolidated guidelines addressing the various issues. After detailed 

deliberations, the Chairman formed a sub-Group to consolidate, examine and crystallize 

views of all Banks, comprising of the following members: 

 

i) Shri S.M.Jha, GM(AB&R), State Bank India 

ii) Shri C. Patro, GM, Bank of Baroda 

iii) Shri Aloke Sengupta, CGM, IDBI Bank Ltd. 

iv) Shri P.S. Ganapathy, DGM, Punjab National Bank 

 

3. The sub-Group was to review the operations of currency chests and consolidate/ 

crystallize views of all the Banks.  The sub-Group was also requested to visit currency 

chests of various Banks including those operated by Private Sector Banks, if required, for 

a fair understanding of the best practices in the operations of currency chests. The sub-

Group invited suggestions / inputs from all the PSBs, and also had detailed discussions 

with the officers of the DFS, architects specialised in designing currency chests for various 

banks and also professionals of private sector efficiently operating currency chests across 

the country.  The sub-Group is of the view that if the currency chests are operated and 

managed efficiently, these can be turned as “profit centres” for the banks. Based on their 

extensive consultation, the sub-Group has flagged the issues / problems / challenges 
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along-with recommendations with regard to operation of Currency Chests in the country, 

under the following broad heads –  
 
 

i. Efficiency issues and parameters 

ii. Design issues 

iii. Operational issues 

iv. Remittance related issues 

v. Issues relating to detection and reporting of counterfeit notes  

vi. Issues relating to Incentives and Penalties 

vii. Manpower Related Issues 

viii. Security issues 

ix. Other issues 
 

(i) Efficiency issues and parameters  
 

Historically, the currency chests in the Country were being established and 

operated by the PSBs, keeping in view the requirement of currency at the time of 

opening of the respective currency chests. However, not only the requirement and 

circulation of the currency has increased many-fold; its dispensation through 

Automated Teller Machines (ATMs), improved features to combat counterfeiting, 

notification of „Clean Note Policy‟ by RBI, increased volumes, etc. have added new 

dimensions in operation and management of currency chests by the banks. 

Therefore, the efficiently managed currency chests are now not considered as mere 

store-house for currency; but for quick and efficient sorting, fast-churning and safe 

and secure maintenance of some minimum amount of currency to meet urgent / un-

expected additional requirement of few days so as to ensure adequate supply of 

clean and genuine currency in the market.  
 

Recommendation  
 

To ensure quick and efficient activities involved in sorting, counting, 

packaging, loading / un-loading, safe-keeping and retrieval, etc. of currency; the 

banks need to adopt some best practices and efficiency parameters for shop-floor 

operations, such as, turn-over volume of currency at each centre; time taken in 

various activities; the number of sorting and counting machines required; adequate 

space for undertaking various activities; number of employees required for carrying 

out all these activities; selection, posting and rotation of employees for currency 

chest operations; monitoring of efficiency of machines and employees through 360-

degree surveillance, etc. A general diagram each of movement of currency and 

process-flow of various activities at currency chests is given in Annex-I and II, 

respectively, only for guidance purpose. The banks may adopt a different process-

flow for better efficiency, as considered appropriate. 
 

(ii) Design issues 
 

The RBI guidelines on establishment of currency chests prescribe certain 

broad safety and security parameters, and subject to these parameters, the banks 
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can design the currency chests to suit their requirements. The notification of Clean 

Note Policy has necessitated that there should be a separate and sufficient space 

for installation of adequate sorting, counting and packaging machines with sufficient 

number of skilled employees.  
 

Recommendation  
 

The banks, therefore, may review the design of all their existing currency 

chests to consider appropriate modification so that the space, machine and 

manpower management meet the modern day requirements. Further, all new 

currency chests should be designed to facilitate their efficient operation and 

management. A set of sample designs of the currency chests of three different 

sizes (1,200 sq.ft., 1,800 sq.ft. and 2,000 sq.ft.) are in Annex-III, IV and V, 

respectively. 
 

(iii) Operational issues 
 

Quite often, the currency chests are used more as a store-house of currency 

than as an effective processing centre; and the bin-occupancy in many cases is as 

high as 90% of the vault holding limit. This result in currency lying idle, thereby, 

increasing the requirement of printing of more currency. The currency kept in the 

currency chests is either soiled currency to be remitted to RBI, or clean currency for 

release to the public. In both the cases, keeping such high volume of currency in 

the chests normally reflects adversely on the efficiency of the operations of such 

currency chests.  
 

Recommendation 
 

  The banks may undertake a review of the bin-occupancy in each of their 

currency chests and ensure that the bin-occupancy is not more than 25% of the 

Vault Holding Limit (VHL) of each currency chest. In difficult and in-accessible 

areas, the bin-occupancy may be prescribed slightly higher, but should not be more 

than 40% of VHL. The banks should also put in place an effective Management 

Information System (MIS) for cash management to monitor the availability and flow 

of currency with their currency chests, branches, ATMs, in-transit cash, etc. on a 

real-time basis, including the status of soiled and issuable currency. The MIS need 

to be monitored at various levels, i.e. at branch-cluster level, RO level, HO level, 

etc., to ensure that the monitoring is effective and meaningful. 

 

Remittance related issues 
 

One of the important activities of a currency chest is remittance of currency 

notes, which may include remittance of currency from small branches, ATMs, etc. 

to currency chests; soiled currency from currency chests to RBI and issuable 

currency to branches and ATMs; diversion of sorted currency from a branch of one 

bank to a branch of another bank, etc. The sub-Group observed the following 

concern areas in remittance related issues of currency chests –  
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I. Soiled note remittances are one of the major impediments for the efficiency 

of the currency chests. RBI Regional Offices have the details of daily 

balances of each chests consisting of denomination-wise pieces of currency,  

total pieces of soiled notes, the vault holding limit or the chest balance 

limit(CBL), etc.  
 

II. Though RBI ROs have complete data / information as to the availability of 

various type of currency notes along-with the quantity with the currency 

chests; it normally takes a good amount of time in issuance of “Diversion 

Order” by RBI ROs for remittance of currency from surplus bank branch / 

chest to a deficit bank branch / chest. This adversely affects the functioning 

and efficiency of the concerned bank branches and currency chests.  
 

III. At RBI, the bank employees carrying the soiled currency are not associated 

in detection of counterfeit currency, and the RBI officials take unilateral 

decisions in this regard, leaving the entire process opaque;  
 

IV. The role and actions of RBI in currency management issues has been very 

harsh at times, such as, levying large penalties on banks, etc which has a 

detrimental effect on the morale of staff working in currency chests, as the 

penalties are recovered from the chest staff.   
 

V. Though the input costs have increased many-fold, the remittance expenses 

reimbursed by RBI to banks continue to be the same, which were fixed long 

back.  
 

Recommendation 
 

The sub-Group is of the opinion that pro-active and positive steps by RBI 

ROs in analyzing the currency data, preparing a time schedule for Banks to send 

the soiled note remittances, early issuance of diversion orders hold the key in 

bringing efficiency in remittance related issues of currency chests. The sub-Group, 

therefore, recommends that –  
 

I. The Regional Offices of RBI should regularly monitor currency data and 

allow the banks / chests to remit soiled currency on a daily basis;  
 

II. The Diversion Order should be issued within 30 minutes of receipt of the 

request of Diversion Order; 
 

III. The bank employees carrying the soiled currency should be associated in 

detection of counterfeit currency. This will improve transparency in the 

functioning of RBI and will also be a knowledge sharing exercise; 
 

IV. RBI may consider a policy of taking regulatory actions against the currency 

chests which is not detrimental to the morale of the bank employees; 
 

V. The reimbursement of remittance expenses may be linked to price indices so 

that any revision in input costs will automatically result in corresponding 

revision in remittance expenses; 
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VI. RBI may periodically review the currency processing capacity at its ROs / 

currency chests, and increase the same commensurate to the total soiled 

notes remitted or expected to be remitted by all the banks in the region. 
 
 

(iv) Issues relating to detection and reporting of counterfeit notes  
 

RBI has issued detailed guidelines prescribing the procedure to be followed 

on detection of counterfeit currency notes and reporting thereof. However, the 

general view gathered by the sub-Group suggests that the banks‟ branches are 

generally hesitant in reporting of counterfeit notes to RBI / FIU-IND and in lodging 

FIRs with the police authorities, primarily because of fear of lower level police 

harassment at branch level. The sub-Group is fully conscious of the hazards 

associated with the counterfeit notes in circulation.  
 

Recommendation 
 

The sub-Group is of the opinion that the employees of the banks need to be 

assured that mere reporting of counterfeit currency notes would not land them in 

trouble, and they are encouraged to promptly report such instances without any 

sense of fear. Further, adequate training should be imparted to the field staff of 

banks in detection of counterfeit currency notes. With this objective, the sub-Group 

recommends the following -  
 

i. Reporting of fake notes should be limited to making the information 

available to RBI / FIU-IND.  Based on its assessment, FIU-IND may 

decide about the cases to be converted into an FIR and investigated 

further. The Government and RBI may consider waiver of filing of FIR by 

banks in the cases of detection of counterfeit currency notes, to improve 

reporting in such cases. 
 

ii. RBI may frame a policy for mandatorily providing Note Sorting machines 

(NSMs) to all bank branches with average cash receipt of Rs.25 lacs and 

above so that detection of forged notes may be made at the point of entry 

at each counter of the bank branch.  
 

iii. RBI should incentivizse for extensive use of technology (NSMs) for 

preventive measures to the Banks and also provides a subsidy of 50% 

for acquiring Note Sorting Machines (NSMs) by the banks. 
 

iv. RBI may conduct training programme / seminars for the field staff of 

banks in the detection of fake notes. 
 

(v) Issues relating to Incentives & Penalties 
 

RBI has introduced a Scheme of incentives for Bank branches including 

currency chests based on their performance in rendering customer service.  One 

among the various services eligible for incentives is the exchange of soiled notes / 

adjudication of mutilated notes over the counter of the banks‟ branches.  Banks 

have invested huge capital outlay in acquiring Note Sorting Machines and Shrink 
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Wrapping Machines for this purpose. Further, there is disproportionate gap 

between the amount of incentives claimed and the actual amount settled by RBI. 

The rates of incentives were also fixed long-back and have not been revised.  The 

procedures adopted for settlement of claims of the Banks also need to be 

transparent.  It has also been experienced by almost all the banks that the huge 

penalties levied by RBI work as a serious deterrent and disincentive for those bank 

employees working in currency chests.   
 

Recommendation 
 

The sub-Group recommends that – (i)  RBI may consider revision in the 

quantum of incentives paid to the banks and review the rates of incentives at 

regular intervals; and  (ii)   Prescribe and adopt a transparent and objective claim 

settlement policy in this regard. RBI may also consider rationalization of penalties 

levied on banks, to check against circulation of fake notes, in such a way that it 

continues to work as an effective deterrent, however, the morale of the personnel 

working in currency chests does not dampen.   
 

(vi) Manpower Related Issues 
 

Presently, the manpower planning of PSBs for currency chests is not 

accorded due attention, and normally the deployment of personnel in chests is 

done in a routine manner without any proper due-diligence.  Further, the policies of 

the PSBs are relatively of some neglect towards the currency chests and identified 

personnel with appropriate aptitude and calibre are not identified for being posted 

to currency chests.  There are no documented policy prescriptions or procedures to 

prevent monotony, boredom and skill deterioration of the employees posted and 

working in the currency chests. 

 

Recommendation 
 

The PSBs need to study the best industry practices, and put in place clear 

and appropriate policies and manpower planning for efficient operation and 

management of the currency chests.  For the purpose, this sub-Group recommends 

that all the PSBs should formulate Board approved policies on the following –  
 

(ii) To ensure that efficient / knowledgeable / willing  officials are posted as 

Joint Custodians, Banks should provide a reasonably good amount of 

incentive or allowance for Key Holding, and review the same at regular 

intervals to ensure that good quality personnel are attracted to work in 

currency chests; 
 

(iii)  Suitable cash incentives need be given to the staff handling cash 

operations, such as, sorting of notes, detection of counterfeit notes, 

adjudication of mutilated notes, error-free reporting under ICCOMS, Nil 

penalty by RBI, etc;  
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(iv)  Efficiency parameters may be prescribed for various sets of people working 

in currency chests, such as, level of bin-occupancy, sorting of notes, 

counting of notes, examination of genuineness of currency notes, preparing 

of bundles, turn-around time, monitoring of efficiency of employees and 

machines, containment of down-time of the machines / employees / chests, 

etc;  
 

(v) For efficient functioning of the currency chests, the policy should also 

prescribe minimum number of employees and machines to be deployed in 

each currency chest, taking into considerations the dynamics of its 

operations, efficiency, turn-over volume, design, etc;   
 

(vi)  Appropriate employees rotation policy be devised to prevent monotony, 

boredom and vested interests in the currency chests;  
 

(vii) There is a 360-degree surveillance of entire Chest area and surroundings 

not only for security requirements but also to monitor the activities and 

efficiency of the employees; 
 

(viii) To familiarize the employees working in the currency chests with the latest 

regulatory framework and expectation of the regulator and law-enforcement 

agencies, and also to enlighten them about the best practices in cash 

management followed by other banks, the PSBs should put in place a policy 

of mandatory training for employees proposed to be posted or working in 

the currency chests.  Further, specific seminars / training programmes 

should also be conducted by RBI / banks in association with the concerned 

law-enforcement agencies, at regular intervals for the staff working in the 

currency chests.  

 
(vii) Security issues 
 

The currency chest is a Government / RBI treasure. Its guarding and safe 

custody should primarily be the responsibility of the State. RBI guidelines also 

require mandatory deployment of State Armed Police (SAP) guards for the currency 

chests.  SAP Guards have high cost due to their standard operating practices in the 

states to deploy minimum number of armed force contingents, as against 5+1 

Banks armed guards for guarding of currency chests.  Further, this arrangement 

does not cover the liability for losses, which still remains with the banks. The non-

commitment of the States to provide police guards to man the currency chests and 

arrangements in exigencies are issues being faced by the Banks. 
 

The problem of security of currency chests is more acute in areas / regions 

infested by naxalism or other law and order concerns, border district and areas in 

the North-Eastern region of the country.  The problem is further compounded 

because the low volume of business and lower profitability of the currency chests in 

these areas; and higher expenses on security guards and  on remittances due to 

long distances of bank branches / ATMs, etc from the feeder chest / RBI chest.   
 

 



Page - 9 - of 10 

 

Recommendation 

 

(i) To overcome this situation and to effectively address the issue of security of 

the currency chests, the sub-Group recommends that RBI should initiate firm 

and suitable steps towards raising a dedicated force for guarding currency 

chests in close co-ordination with the State Governments concerned. The 

details of cost, training, deployment, etc could be finalized by RBI with the 

State Governments. However, no cost should be charged from or levied on 

the banks, and RBI / State Govt. should reimburse the entire cost borne by 

the banks in this regard, in such areas;  
 

(ii) The currency chests are being maintained by the banks to provide 

uninterrupted services to the State Government and to the people at large in 

the State as a social responsibility to the nation. Further, protection of the life 

and property in the State, and maintenance of  Law and Order is one of the 

primary duties of all the State / UT Governments,  these Governments 

should not raise any bill to the banks towards the cost of  security personnel 

provided or deployed for guarding of the currency chests, or for remittance 

purposes, in any part of the country; 
 

(iii) Fully secured cash-van with crew and logistics like CCTV, Fake Note 

Detecting Machine, Note Counting Machines, etc. need to be deployed for 

implementing RBI‟s Clean Note Policy and proper distribution of the currency 

notes in the difficult regions, through the network of the banks; 
 

(iv) To co-ordinate the efforts of Central and State Governments, RBI may 

consider devising / developing a special module of the currency chests and 

mobile Processing Centre need to be developed with all required logistic and 

support facilities. 
 

(v) The State Police should establish additional police Check-posts and ensure 

regular adequate patrolling by armed policemen in the vicinity of currency 

chests.  
 

(viii) Other issues –  
 

Besides, the sub-Group has been indicated of some more issues, primarily 

of procedural nature, which have a bearing on the efficient functioning of the 

currency chests in the country.  Some of these issues might have been dealt with in 

earlier paragraphs; the following issues require quick resolution - 
 

(a) Longer time taken in disposal of soiled currency with RBI; 
 

(b) Delayed settlement of remittances including of soiled currency by RBI;  
 

(c) Fake Currency - (i) Disposal of fake currency, (ii) issues with Police 

authorities in registration of FIRs; 
 

(d) Difficulties in movement of currency during election period because of 

general orders of the Election Commission; 
 



Page - 10 - of 10 

 

(e) Longer period taken by RBI in approving a Currency Chest; 
 

(f) Transparency and uniformity required in approval process of RBI; 
 

(g) Problems faced by banks in remittances to Currency Chests of other banks;  
 

(h) Requirement of a clear, comprehensive and transparent Outsourcing Policy 

on various activities in currency management and currency chests;  
 

(i) RBI may undertake a time-bound plan to introduce high quality notes 

(synthetic coated etc) to improve the life of the currency which will increase 

the period for which the currency remains in circulation thereby reducing the 

sorting / remitting costs to the Banks; 
 

(j) Rationalization of tariff / cess / charges, etc. by various agencies, by 

appropriately rounding-off, to remove the requirement of high volume of 

small value currency notes / coins. 
 

4. The sub-Group requests the Government to appropriately take up the above issues 

and recommendations with the RBI and other concerned agencies for improving the 

operations and functioning of the currency chests and currency management in the 

country.  The sub-Group is of the firm opinion that by adopting the industry best practices, 

the public sector banks will be able to turn their currency chests into profit centres and 

may effectively utilize this activity as an important strategic tool for business acquisition, 

business promotion and profit maximization. Implementation of these recommendations 

will also improve efficiency of the currency in the country, thereby, will substantially reduce 

the requirement of printing of currency notes, and thus saving huge cost to the exchequer.  

 

5. The sub-Group expresses its sincere gratitude to the Secretary (Financial 

Services), the Joint Secretary (Banking Operations) and other officers of the Department 

of Financial Services who gave us this opportunity to study this subject and compile this 

Report. The sub-Group also conveys its sincere gratefulness to the concerned officers of 

the public sector banks for providing invaluable and useful inputs for making this 

document important for all concerned including the regulator, the banks, employees of the 

banks and the customers and users of the services offered by the banks and the currency 

chests.   

 

*** 

  

 


