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DR. NAUNIHAL SINGH: 8ir, my
first question in regard (o exempting
the gram panchayats from the fee of
Rs. 500 has not been answered.
{(Interruptions)

MR. CHAIRMAN: I think we should
go to the next question. Question
No. 282. (Inierruplions) Do you want
the whole time to be devoted to wone
question? Do you want the whole
hour to be devoited to one question?

(Inte:Tuptions)
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MR. CHAIRMAN: Is the Minister
‘willing to have a half-an-hour discus-
ston?  (Interrupiions) We will have a
\alf an-hour discussion, Now, Questlon

0. 282

'leatmn of provisions of FEFA by
Banks

¥282. SHRI RAM GOPAL YADAV:+

" SHRI SATYA PRAKASH
MALAVIYA;

Will the Ministe of FINANCE be
pleased to state:

(a) whether it is a fact that the
Divectorate of Enforcement has re-
cently, issued notices to certain banks
suspecting serious violation of the
‘Foreign Exchange Regulatibns Act;

(b) if so, what are the details there.
of stating the outcome of the enquiry
if the same has been completed; and

tThe questions wag actually asked
~on the floor of the House by Shri Ram
Gopal Yadav.
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(c) whai action is contemplated by
Government against the Chiefs of the
concerned banks?

THE MINISTER OF STATE IN
THE  MINISTRY OF FINANCE
(SHRT M. V. CHANDRASHEKARA
MURTHY): (a) to (¢) The Directo-
rate of Enforcement has initiated en-
guiries with certain  banks in the
country for acertaining the violations
of FERA. During *he enquiries, the
Directorate has come across instan-
ces of illegal remittance of foreign
exchange equivalent of Rs. 77.93
ereres (approx.) through VOSTRO
accounts to Standard Chartered Bank,
London, GIRO Bank PLC, UK, and
Bank of Ireland, Dublin.

Lppropriate action under the provi-
sions of FERA will be taken on com-
vletion of the enquiries against the
persons who violaied FERA.
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THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH): Sir,
acCording to our records, these trans-
actions started sometime in Februay
1991. They were detected inh October
1992. Since then the . Enforcement
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Directorate is pursuing this matter.
They have now traced the parties that
are involved and after investigations
are completed, action will be takenin
accordance with the provisions of the
FERA.
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MR. CHAIRMAN: Obviously, the
Minister cannot straightway give the
names.

SHRI SATYA FRAKASH MALA-
VIYA: Investigations are going on.

SHR] MANMOHAN SINGH: We
have already mentioned. gthe names of
the banks which are involved. These
banks are Stanchart, Indian Overseas
Bank and ANZ Bank.
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SHR] MANMOHAN SINGH: Mr.
Chairman, Sir, there is no relation
whatsoever betwcen these amend-
ments and the present case. 1 can
assure the House that if = anybody,
howsoeyer high mighty he may be,
is found guilty, he will be appropria-
tely dealt with. Now a question has
been raised that a large number of
these trensactions originated with
the Bank for Foreign Economic Re-
lationg of the erstwhile USSR.
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SHRI MANMOHAN SINGH: Sir,
the Enforcement Directorate is in the
process of investigating all these
cases. DBeyond that, at this stage 1
would not like to say anything.

SHRI SATYA PRAKASH MALA-
VIYA: Sir, please protect me! My
question was whether any inquiry is
also being conducted against any offi-
cer of the Reserve Bank of India, He
should say “Yes” or “No”. He can't
withhold it from the Members of Par-
liament. .. (Interruptions) . .,

MR. CHAIRMAN: He is answering.
SHRI MANMOHAN SINGH: Sir,

Iam not aware of any inquiry against
the Reserve Bank. The Reserve
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Bank, in fact, is iooking into the
VOSITRO accounts of all foreign banks
to- see ‘that no such irregularties
should take place in any other bank.

SHR] DIPEN GHOSH: Sir, what
has been stated by the Ministry  of
Finance in reply to-vmis question, in
fact, is only tha tip of the Leberg.
‘I'nese wore.gn banks, which are ope-
rating in our country, are found to
have been induiging in varwous types
or irregularities and male fide activi-
t.es. Some of them have already been
noviced while sohle other activtieg are
yet to be noticed—they are being
probed into. Now, there was an imp-
ression given-to the people that these
foreign banks were br.nging ioreign
excnange here through FCNR  and
NRI deposits. But the complaint was
that these doreign banks were also
siphoning off abroad, foreign exhanga
from our country. This is a fact
and it is proved that these foreign
banks are siphoning oft abroad, our
foreign exchange earnings. S0 I
would Iike to know from the hon.
Minister whether the Government has
been contemplating to institute a com-
prehensive inguiry into the activities
of these foreign banks, with particular
refarence to the amount which they
have brought from abroad and the
foreign esxchange that they have
siphioned off abroad.

SHRI MANMOHAN SINGH: Sir,
the Reserve Bank of India conducts
inspections of mll banks, including
foreign banks. So, T am sure, they
would look into all aspects of the
problem.

SHRI DIPEN GHOSH: Sir, the
Firiance Minister knows that in the
past the Reserve Bank bad inspected
the activities of certain banks and
it had submitted its report, but the
Government had not taken any action,
Rather, thé Government had taken a
lenient view on the plea that these
foreign banks were engaged in bring~
ing foreign exchange here from ab-
road and they were helping our coun~
Ary’s. economic Drogress or economic

SABHA]
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rejuvenation. That's why my spcific
point is that these foreign hanks
are also indulging in siphoning - ofl
abroad, foreign exchange from our
country; it is not a one-way traffic.

SHRI MANMCHAN BINGH; [ have
slresdy said, Sir, that any bank which
ig acting in violation of the laws of
this couniry will be dealt with appro-
priately. So, there is no question of
our winking or tolerating any activi-
tieg which jare inconsistent with  the
laws I this country.

... (Interruptions) . ..

sHEL MENTAY PADMANABHAM:
Siv, according to the answer given
by the Minister, all the thres banks
which had violated FERA regulations
were foreign banks. It has appeared
in some sections of the press that
during 1991-92 froeign banks had
made huge profits compared = to our
public sector banks. Ag against the
huge depusit base of our public sec-
ior banks and the large number of
branches they are operating, these
‘oreign banks, only with @ few fbran-
ches and with a much lesser depasit
buse, had amassed huge profits dur-
ing 1991-92.  Sir, they had acquired
these huge profits by indulging in
non-banking practicss like port-folio
management, etc.  So, I would like
to know from the hon. Minister
whether violation of FERA provisions
has also been one of the reasons for
thege foreign banks to  amass such
huge profits - This is a simple ques-
tion which I would like the Fin-
ance Minister to answer,

SHRI MANMOHAN SINGH: Well,
Sir, T have answered the question.
The amount involved in these trans-
actions was Rs. 78 crores. This was
an illegal activity, but I do not think
it =an account for the amount of pro-
fit that the foreign banks bhave shown.

SHRI CHIMANBHAI MEHTA: The
Finance Minister hag expressed his
ingbility to give the name of the ille-
gal remitters. Remittances to the
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bLunks have been disclosed, but the
crux of the question is: who are the
illegal remitters? If he is not answer-
ing this point, let him aswer at least
one point as to who received the
money in the foreizn country and who
used it, because Mir. Satya Prakash
Malaviya is asking precisely thig point,
whether this money was used for ter-
rorisg activities or not. When was
thig done, if not in 1991? 1 am ask-
ing this hetause how we =xplain fore-
ign exchange utilisation depends on
this. Foreign exchange regulations
have been violated since long and
hig people are very much involved in
ii. There is a nexus between politi-
ciang and them. 71 do not want to go
irto the details. Barrring the leftists,
all political parties have supported
them. That is another matter. I am
not going into it. But be  precise
i replying @s to when it started, if
not in 1891. The foreign exchange
banks might have come in_but in 1991
you might have located them. 8o, I
would request you to at least give
tke name as {0 who reccived money
there, At least the Minister must
1211 us this much,

SHRI MANMOHAN SINGH:: T have
mentioned already that these transac-
tions originated with the erstwhile
Bank of Foreign Economic Relations
cf the erstwhila USSR. I do not want
to go into details. It is a question
on international relations. Under the
Indo-USSR Agreement which existed
th= moneys were credited to the ac-

counts of this Bank. They had =
VOSTRO account. It was a non-con-
vertible account. This bank drew

certain moneys in favour of certain
banks. They were deposited in the
VOSTRO arccount of some other banks
which were convertible. 'Transfer
from a mon-convertible account to
convertible account was an  illegal
activity. That how it originated.

SHRI CHIMANBHAI MEHTA:
Who received the money over there?

SHRI MANMOHAN SINGH:
are investigating that.

We

{16 MARCH 1933)

to Question 18
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SHRI MANMOHAN SINGH: Mr.
Chairman, this is a general question
velating to the pattern of
Exchange Regulations Act before
1891-92. 1 do submit that I resuirea
a separate notice for this.
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SHRI MANMOHAN SINGH:  Sir,
the economic reforms that we have
introduced over a period of time weuld
certainly make a big dent into the
ovperation of the Havalg market. For
example, a large part of remittances
that our workers sent from abroad
hitherto have gone into the Havala
market. As a result of the changes in
the exchange rate that we intorduced
last year and improved upon this
year, my expectation is that a much
larger preportion of these remittances
will hereafter flow through the mputho-
rised channels and not go into the il-
legal channels. In the same way be-
cause of the action that we have ta-
ken to curb the smmuggling of gold
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and silver by legalising the import of -

gold and silver, I cannot say that
overnight, changes can take place.
But, over a period of time, the main
thrust of the New Economic Policy
i3 to reduce the scope for smuggling,
To reduce the stope for ‘havala’ opera~
tions and to reduce the scope for
generation of black money in the
country as ja whole.

SHRI JAGESH DESAJ]: Mr. Chair~

man, Sir, I am happy that the Minis-
ter has said that foreign banks and
Indian banks are treated at par as
regards the steps to be taken. But,
in practice, it appears to me that we
are soft tworads foreign banks. Re-
garding the private sector lending
alzo; the foreign banks are required
to give 15 per cent by 1992-93. But
they have not reached it. Some fore-
ign banks are giving interest which
js much less than that required by
law. °If the balance was Rs. 5000
and less, then they were not given
any interest, bu; they were charged
service charges. I would like to
know whether the Minister will Jook
into it to see that forcign banks and
Indian banks are treated in the same
manner and whether wherever any
defects are there on the part of fore-
ign banks, stern action will be taken
8o that they may also behave in the
same manner as he wants Indian
banks to behave,

SHRI MANMOHAN SINGH: Sir,
I will look into it.
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- MR. CHAIRMAN: Now, part (b).
You ask your second guestion.

SHRI SOM PAL: Sir, I am just re-
peating the original gquestion T have



