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IBA wants finance ministry to allow non-agency banks to
collect taxes

By PTI | Updated: Jun 03, 2016, 08.12 PM IST Post a Comment

NEW DELHI: Indian Banks' Association (IBA) has urged finance ministry to reconsider its

order restricting agency-banks, mostly state-owned, from tie-ups with other banks for Budget 2017:

collection of direct taxes, saying the move has created problems for companies. Can Arun Jaitley make you & economy happy?
Click for our special Budget 2017 coverage

CBDT recently asked all the agency banks "not to enter" into any tie-ups with non-agency

banks for collection of direct taxes. Any agency-bank entering into such arrangement with non-agency banks for tax collection of entities

other than FPIs would be deauthorised, it added.
Agency banks are those lenders which are authorised by the government to collect taxes.

Seeking review of the instructions, the Indian Banks' Association (IBA), in a letter to the Chief Controller of Accounts (CCA), Central Board
of Direct Taxes, said existing arrangements have been in place for several years now and have been of "immense benefit" to customers
who can use their existing bank accounts towards all their payment obligations including direct tax payments.

The restrictions follow a report of Public Accounts Committee of Parliament in which it expressed concern over practice of some agency
banks offering facility of collection of direct taxes to some 'non-agency banks'.

As per the Department of Financial Services, allocation of government business to private sector banks and use of net-banking facility for
e-payment of direct taxes through agency-non-agency bank tie-ups is "unauthorised and irregular."

RBI, according to the CCA office memorandum, said that it has not approved any tie-ups arrangements between authorised and non-
authorised banks. RBI was of the "opinion" that the non-agency banks were only playing the role of facilitator by aggregating the tax
payments of their customers and remitting it to the agency bank like any other taxpayer.

In its letter, IBA said banks facilitating the payments do not receive any commission from the agency banks for such facilitation of clients.
Furthermore, it argued, the arrangement with agency banks was merely for operational convenience of customers and such should not be
"construed as sub-agency tie-ups".

"We request your good office to take up the matter with concerned authorities for continuation of the existing operational arrangements,"
IBA said.
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