3 Oral Answers

reputation of this high institution
... (Interruptions) ... They have tried
to hold the House to ransom. We
protest against it, ...(Inferruptions),
..The Question Hour should be taken
up. My gubmission ig that the Ques-
tion Hour should not be suspended.
A lot of time js wasted. The gques-
tions are of public importance. The
convention of this House is that most
of the time the Question Hour is not
suspended. The Opposition was not
interested in putting questions for
the last three or four days. The
questions are of high importance. I
request you to go ahead with the
questions.

MR. CHAIRMAN: Then I wijl call
out Question No, 121.

SHRI V, NARAYANASAMY: My
question is very important, Sir.

MR. CHAIRMAN: Question No.
121, Shri Ram Nath Kovind.

—

ORAL ANSWERS TO QUESTIONS

*#121. [The questioner (Shri Ramnatj
Kovind) wag absent, For answer vide
Cwl. 31...infra.]

*122. The questioner (Shri Ashok
Mitra) was absent. For answer vide
Col. 32...infral.

*123 [The questioner (Shri Moham-
med Afzal alias Meem Afzal) was ab-
sent. For answer Vide Col. 33 infro.]

Closure of BCCI

+124 SHRT V. NARAYANASAMY:®
SHRI BISHAMBHAR NATH
PANDE:

Will the Minister of FINANCE be
pleased to state:

(2) whether it is a fact that the
Bank of Credit and Commerce Inter-

¥The question was actually asked
ont the floor of the House by Shri V.
Narayanasamy.

[RAJYA SABHA. ]

|

to Questions 4

national (BCCI) which had ifs opera-
tions in Bombay was closed down, and
a large number of investors in India

had  lost huge amoun; wof money;
and,
(b) if so, whether Government

sought the help of Interpol to trace
down the persons involveq in the
BCCY bank scandal?

THE MINISTER. OF STATE IN
THE MINISTRY OF FINANCE
(SHRI M. V. CHANDRAS
MURTHY): (a) and (b) A State.
meng is being laid on the Table of
the House. o

- (a) Consequent upon the order
the Governor of Gayman Islandg a
pointing a Recelver to assume coh
trol of the affairs of Bank of Cred’
and Commerce International (Ove:
seas) (BCCI (O) Ltd: the Reserve
Bank of India (R.B.I.) issued ar
order on 6th July, 1991 suspendin
the operations of the Bombay Branch
of BCCI(O) Ltd., On the basis of a
petition filed thereafter by the R.B.I,
the High Court of Bombay passed
orders appointing the State Bank of
India as provisinal liquidator. Sub-
sequently, with the approval of the
High Court of Bombay, a sale agree-
ment was entered into with the Joir
Official Liquidator of the Gaymar -
lands which enabled the State E
of India to take over the assets
cept specified assets and liabilit
the Bombay Branch of the BC! §
Ltd, Under the sale agreemer
the depositors of the Branch v K ]
paid in full with interest at cor ¥ §
ed rates. A wholly owned subsi. o
of the State Bank of India, SBT Coms
mercial and Internatinal Bank Lim'
ted, has since taken over the asser
and labilities of the Bombay Branch
of the BCCI(O) Ltd, and commenced
operation from January, 1994.

(b) No reference was made to
interpol by the investigating agencies
in India concerned with the case re
latig to the Bombay branch of BCCI
(0) Ltd.
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maney because the assets of the Bank
are more than the deposits. It is

SHRI V. NARAYANASAMY: Mr
Chairman, Sir, the Bank of Credit
and Commerce Internativnal had in-
ternationa] banking operations, One
of its branch was in Bombay. The
main operation of the Bank was from
Hong Kong. This Bank had transac-
ted businesg running into crores of
rupees Indian investors as alsov some
of the NRIs had made investment in
this Bank. About two years back,
all of g sudden, this Bank was closed
down and the investorg lost their
money. The persons who have been
involved in the transactions of ‘this
Bank as also the promoters are based
in Hong Kong and they are hiding
there. I don’t know what action the
‘Government of India hag taken, Some
contries including the U.S.A., where
there were ranches of this - Bank,
have taken action against the Bank
officials ag also the promotes through
international organisations. As far as
our country is conerned, my informa-
tion is that money had been advanced
by this Bank to various people for
anti-national activitics. It was
brought to light that for the purpose
of smuggling and of bringing in wea-
pong advances were made by this
Bank to varioug people. When it was
brought to light, on that ground alone
this Bank was closed down and the
promoters went out of the scene.
Therefore, the persons who have in-
vested their money in thiz Bank—
there+are lakhs of Investors in Ind-
lost their money. Therefore, T would
like to know from the Government
of India what action it has taken
against the foreign Bank which had
come to India and which had been
operating in our country under the
Banking Regulations Act for the pur-
pose of getting relief to the people
who have invested in the Bank be-
cause the promoters have Jjust run
away and they have taken away the
money which was deposited by the
people in India. I would like to
know from the hon. Minister what
action they are taking to get relief
to the people who invested their
money in this Bank.

[2 AVUG 1994]

ioQue:ﬁons Y 1

SHRI M. V. CHANDRASHENAAT

MURTHY: Sir, the BCCI, Bombay
branch, was operating since 31.3.1983.
On 6th July, the Bank of England
moved against this group and. _the
Goernor of Cayman Islands has ap-
pointed a Receiver to assume control
of the tffairs of BCCI. Subsequently,
the Reserve Bank of India also issued
an order on 6th July, 1991 againat
the Bombay branch to suspend it
operations immediately and the RBI1
appointed two officers ag Obervers to
ensure that the interest of the depo-
sitors and credifors are potected, The
RBI further moved the High Court
for liquidation of this Bank and also
for the appointment of SBI ag the
provisiona] liquidator. On 6th July,
1991, there were about 13,028 depo-
sitors with g deposit of Rs, 285 ero-
res. The value of its assels ‘was
estjmated at Rs. 426.04 crores
whereag  the liabilities, exclud-
ing capitals and reserves, were ap-
proximately to the tune of Rs. 409.3
crores. Then, th: depositors were
also insured to an amount of Rs.
30,000|- for depositor’s account by
the Deposit Insurance and Credit
Guarantee Corporation. The SBI took
over this Branch. The SBI has offer-
ed to purchase this Branch for a sum
of 40 crores. Now, it is operating as

a subsidiary of the SBI. All the de-
positors of the BCCI were to be paid
in full along with the interest at the
contracted rate of interest applicable
to such liabilities. Sir_ the RBI has
reported that no devositor would lose

any part 1 his deposit. It has started

functioning from Januaryy 1994, The

RBT has also ordered for special au-

dit of *he acemmmtg of this Branch.

The accourits Mave been audited P--r
no major vio'ations or serious lapses

have been pointed out in the special

audit revort. To safeguard the inter
estz of the investors of the foreign
banks, capital adeguacy norms are
also being strictly enfoced by the RBI.
They will ensure thar no irregulari-
ties are committed by the bamks.

9HRI V.« NARYANASAMY:
Sir, the hon. Minicter has said that
the investors would not lose any
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good. Bue, }
plied to my second part of the sup-
plementary. I'wanted to know about

the amopunt that was advanced by the

Bank flor nefarious mctivities. ‘The
hon, Minister has not given any re-
ply ini this regard. The hon, Minister
has said that special audit was done
and the audit report was found per-
fectly all right. My compilaint is this.
I wanted to know what investigation
hag been odered (o probe the advan-
cement of money that was made by
this Bank to dubious persons for an-
ti-national wactivities. The Minister
hag met given any reply. Then, the
pusons who are involved im the
scam and the persons who are in-
volved in the transactions and also
the promotes are hiding in Hong
Kong and other places. I wanted to
know whether you have approached
the ¥aterpol for the purpose of trac-
ing the accused persons who are in-
volved in these transactions and the
promofers who have taken amay the
money from this country. The
Minister has not replied to this ques-
tion. Sir, the branch which is opera-
ting in India has to follow the rules
and regulations of this coutnry. Isit
not the duty of the Government to
trace all the persons who are involv-
ed in these nefarious activities?
Therefore, I would like to know whe-

ther they are thinking of taking ac-

tion even after (wo yearns to bring
those pcople here to try them for
these activities.

" THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH):
Mr. Chairman, Sir, the Branch of the
BCCI in Bombay is a Branch of a
bank incorporated in Cayman Island.
As far  ag this Branch is concerned,
the special audit ordered by the Res-
erve Bank of India has not substan-
tiated any of the charges that the
hon. Member has levelled. There-
foe, the Reserve Bank of India was
of the view that as ffar as the Bom-
bay Pranch  operations were con-
cernet ., there was no violation.
Therefore, there is no question of
prose-ting anyone who was con-

the Minister hag not re-

[RAJYA SABHA ]

.

to Questions 8

cerned with the Bombay Branch. As
regards the Headquarters, I think the
people responsible for the activigies
of the ovesees Branch are being pro-
secuted in accordance with the provi-
siong of the laws in those countries.
They have not violated any law in
this country. Therefore, the question
of prosecuting them does not arise.

DR. SHRIKANT RAMACHANDRA
JICHKAR: 8ir, the SBL has raken
over the staff of the BCCI. Sir, the
staff of the BCCI was very highly
paid. T would like to know whether
the pay and allowance of the BCCT
staff would be on a par with those
of the present SBI staff.

SHRI M. V. CHANDRASHEKHAR
MURTHY; Sir, the entire staff, ex-
cepti one person who was involved in
dae « pfmingl g7 tividies, have been
taken over by the SBI. Regarding
emoluments, I don’t have the figures.
I will collect the details about emo-
luments and inform the hon. Mem-
ber.

DR. SHRIKANT RAMCHANDRA
JICHKAR: Sir, their emoluments
were more than than the SBI's gene-
ral average. So, how would they
bring their emoluments on part with
the SBI’'s emoluments?

SHRI MANMOHAN SINGH: As I
have mentioned, under the new ar-
rangement, this is a separate subsi-
diary of the Statedl Bank of India.
Even when it operated as a branch,
it was a highly profitable branch
Therefore, there is no question of the
bank not being able to pay their
salaries. As my colleague hag said,
we don’t have precise details about
the salaries being paid. Bu! what-
ever salaries are reing paid I think
that the new bank, which is a suc-
cessor to the branch of the BCCI;
wil] operate in such a manner as to
be able to pay those salarjes.
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SHRI JAGESH DESAI: Mr. Chair.
man, Sir, I would like to know from
the Minister what the terms given
to the auditors were, what types of
accounts they had to audit and what
the report of audjitors says. I would
also like to know whether this bank
had met the private sector advances,
1nd, noct, what actions weare taken
by the Government,

SHRI M. V. CHANDRASHEKHAR
MURTHY: Sir, I have already rep-
lied to thig point. As per the direc-
tions of the RBI a special audit of
the accounts of the Bombay branch
of the BCCI has beep conducted by
a very renowned chartered accoun
tant firm, Messrs. S, B. Billimoria
and Company. They have pojnted
out in their repory that there had
been no major violations of law.
So, no serious lapses have been poin-
ted out in their report.

SHRI JAGESH DESAI: What ab-

eut private sector advances by the
banks? -

SHRI M. V. CHANDRASHEKHAR
MURTHY: Sir_at present, T don‘t
have the information. I will collect
the de‘ails and pass them on to the
hon. Member

SHRI SANJAY DALMIA:
I would like to know how much the
assets and labilities of the bank
were wtich were taken over by the
SBI and whether the liabilities were
not more than the assets. If the ha-
bilities were more than the assets,
then why were the excess liabilities
over the assets taken over?

SHRT M. V. CHANDRASHEKHAR
MURTHY: Sir, there were 30 029 de-
posi’s to a2 tune of Rs. 285 crores
and the value of the assetg of this
bank was estimated {p be approxi-
mately Rs. 428 crores whereas the
linnilies excluding the capitals and
reserves were aporoximatelv to the
tune ~f Ra. 4n9.3 crores, Th- BCCI
was making huge profits even *hough

[2 AUG 1934

to Questions 10

it wug a very small branch and the
liabilities were far less than the ay-
sets. The RBI has taken all_measu-
res to protect the interesis of the
investors and the depositors, Also,
the SBI has offered a sum of Rs. 40

crores only for the purchase of this
branch.

SHRI @G. SWAMINATHAN -
S’ir. the audifors, Messrs. lelimor,it;
and Company, seem to ha\}é stated
tl{at there had not been any major
vialations. Is there any definition
of a major and mijnor violation? I
_wou]d like to know whether there
is f’ general = Jefinition regarding
major and minor violation fer - the
banks. Also_ what kind of minor
yiolations have been there? Depend-
Ing upon the banks, a minor viola-
itlon can rua into many lakhs, So.
What is the nature of mijnor Viola’
tions? I would
whether these
be brought inte

also like to know
violationg also wil)

) 3 light and whether
action will be taken on those things.

SHRI M. V. CHANDRASHEKHAR

MTR’THY: Sir, .already, the RBI is
d_lS(.‘uSlng and monitoring the au-
_dn report of this branch
; .

S@I K. RAHMAN KHAN: Mr.
Chajrman, Sir, 1 would like to know
what js the capita] of the BCCI and
Whay are the reserves of th= BCCI
because, according to the hon. Minis’-
ter. the total liability was Rs. 408
crores and the value of the a<sets
w3z Rs. 420 crores. T would like to
knqw whether the total liability in-
cludes the capital which was h=ny-
gh' by the BCCI as  the original
holding company .

SHRT M, V. CHANDRASHERHAR
MURTHY: Sir at present 7 dnm®t
have the flgures of the capitar and
the reasorves, T will enlleet “he fi-

gures. and pass them on ty the hon.
Member.

SHRY SANTAY DATRTA.
ed in 'l',mnﬂry,1 againct  +ha D’rc“f"}‘v‘s-
of the Bank? T wonld  Yike o Ynow
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whether the prosecutors sought as-
sistance and help from the Govemmt
ment of India and the Reserve Bank
of Indja. To what extent did we
assist the prosecution?

SHRI MANMOHAN SINGH: Mr.
Chairman Sir, I am sorry. Would
you kindl.y ask the hon. Member to
repeat:the question?

MR. CHAIRMAN; Will ou kindly
repea; the question? Being a maiden
question, you can repeat it!

SHRI VAYALAR RAVI: According
Lo press reports, a prosecution was
being launched in London against
the Directors of the Bank. I want to
know whether the prosecutors have
sought help and assjstance from the
Government of India and the Re-
serve Bank of India and if so whether
we have promised to extend our
help and assistance in the process of
iproceution of the Directors of the
Banik.

SHRYI MANMOHAN SINGH: Sir,
1 have already mentioned that as far
as ihe operations of the Bombay
brench of this Bank were concerned,
we had not come across any scrious
violation. of the Indjan laws. Therc-
fore, there is mo question of our
prosecuting the Directors.

SHRY VAYALAR RAVI: Mr.

Chairman_ Sir, I asked whether the

prosecutors abroad had sought our

sssistance and help and if so, what

action was taken

SHRI MANMOHAN SINGH: Sir,
when the operationg of the Bombay
branch were in conformity with the
Indiap laws I don’t know what in-
formatjon we could provide to the
prosecutors which tchould be of ma-
teriat help to them.

HRYT V. NARAYANASAMY: Funds
were diverted from India to other
countrict. Wo  would like to know
whether vou will co-operate in pro-

[ RAJYA SABHA ]

to Questions 12
secuting those cases.

SHRI MANMOHAN SINGH: I have
said that there is p evidence that the
operations of thig Bank were being
conducted in any manner whijch
could be considered as a serious vio.
latio of the Indian laws.

st Iodr mg ;. wwmafa
WERT, WAl TIRT T HWIY SOX
¥ owgr & & um.dt.org. swfmaw
X sefregw % fafadzs I el
oE. . w05, W7 glsafeud & &
RICEIE G O I
¥ ST =g fe og@ % @
WY I § AL g I wqIger
& 18w fa o @Y. &S,
#T e fauem =1 o®w E ar
ST . Y. oY, FT grad aeiiaeg
g S' @ o foeerd 27

SHRI MANMOHAN SINGH: Sir,
this is a wholly-owned subsjdiary of
the S.ate Bank of India now known
as the SBI Commercial and Inter-
national Bank Limited. S0 what-
ever ruleg and regulatjons of the Re-
serve Bank applied to the interna-
tional banks would apply to this bank
as well. But thig is not a domestic
bank in the sense in which, for exa~
mple, the banks incorporated in In-
dia and having a net work all over
India have to invest ga certain
portion of their funds in the priority
sectors. This bank has only one
branch as of now. All the rules and
regulations which apply to the inter-
national banks operating ip Indja
would apply to this bank also.

= v IE @E . T OWT
arqd qg eI fF g gy dwr ¥
3w w71 fadsht d% @ f9ud wux
o wrssiteeed ST gare SrfeEw
&t 1 gord ey §, 98 @ 9%
g3 weere /R &eAr ) ST HIEe
grestfarss & fam daF &7 oAy
o 2, o T TIR & A

ww fFar T g7
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SHRI MANMOHAN SINGH: Sir,
there are several foreign bankg ope-
rating jn our country. Gradually we
are trying to bring them to devole
larger and larger proportions to thejr
resources to the priority sec.ors. Now,
this bani has been tasien over by
the State Bank of India only in Jan-
uary. I tnnk time should be allow-
ed for the State Bank to pupy this
Bank, whjch was under Lquidation,
on its own feet. In due course of
time  the State Banz of India will,
no coubt, losk into all these issues
which the hon. Member hias menition-
ed.

SHRI VIRENDRA KATARIA -
Sir, moy I know from th: hon. Min-
ister whether the Government was
fully aware of this Bank’s operation-
ai activities, and whether at any
time the Government tried to find
out i‘s credibility and if not, what are
the reasons therefor? What Is the
total invested amount? And when
has it come to the notice for the Gov.
ernmen’ that the persons involved
decamped with that money?

SHRI MANMOHAN SINGH: Sir,
from fime to time right from the
80= nnwards, there have been suspi-
cions, doubts about the functioning of
the PCCI. But as far as the opera-
tions of the Indian branch of the
Ban are concerned, I have already
mentioned that there has been mo
serinn:  irregularity committed by
this Branch. o

STRT VIRENDRA KATARTA.:
My reply has not come. How much
amount was involved which  those

persons decamped with?

SHRT MANMOHAN SINGH: I do
not follow that question honestly,
Sir. ¥ would like the hon. Member..

MR. CHAIRMAN: The Minister
has =7j4 that there were no irregu-
So, the involved

cannot be..,

Jariti~= amount

[2 AUG 1884 ]
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to Questions 14
AN HON. MEMBER: No serious
irregulari.y.

MR. CHAIRMAN:
Goptl Yadav,

Shri Ram

»Y TRAT JIEw 2 @Y, AT
fegta w g@ w4 &, Iwy aar
HTOT g TE tRSE g9 QW F IHY
g oW ®7 X 9 1§ aw
F "o wE fawely dw g, Wy IO
dar gi, =gr gar wwal g f& 99
AEFEnE AL Y WY g, ST AR
AR o8 HIF &0 VET § o+ maly
g 0w &0.9. Y. WE, § gaES
g« # ouw faeqa ofder A
aiwAy fad wET @Y § S
USSP S L L L
"qF. 505, ¥ Gy w WE "Gl
g § W & I os| ag v
aTEEY § S gAre ugt sFgiEy
H gWl &, W FIE SArHAN 8,
T g g7 o 3™ OWW ¥ ¥
BT SfFTT #1 ITIELET AT FASTSOR
TY T O AV & WA AT I F,
ST m WY EV.ELmE. ew ¥
ST BU &7 H Hg W SuwAr =@
& me fag Hat &1 ¥ oW
H oam sa {w fggem ¥ oHEl
aurg &6 ¥ Wgatear sw @ §
v gaeed & 9 grgedt FY
TG ar FAr wg 9T wiHdAr |
HrEaTEl FW F @y www 1
ryaras &3 7

SHRI MANMOHAN SINGH: Sir,
I have already mentioned that ag far
as the depecsitors of this Bank are
concerned, there is no evidence that
they have been cheated. And even
after liquidation—and that liquida-
tion was brought about becausc of
the overseag operations of this Bank—
no depositor hag suffered. So, there
is no question of any depositor of the
Bank being cheated in the process.

MR. CHAIRMAN: Shri Surinder
Kumar Singhla, I am in a position ef
being {oo generous because I have
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allowed every Member in this parti-
cular. situvatjon, _

SHRI SURINDER KUMAR SINGLA.:
Sir. in the context of the hon. Fin.
ance ‘Ministe#s observation that
from 1880 onwards, there have been
suspicions about the fraudulent prac-
ticegs being there is it & fact that the
Governmeny of India or the Reserve
Bank of India wrote a leiter o the
Federal authoritics there, where the
Bank’s headquarters are located? If
any letter was written is there any
answep from them? Sir, I have infor-
maticn from the media to the effect
that they have no; replied to the Go-
vernment of India or to the Reserve
Bank of India, Is it a fact? If it is a

. T would ke to know whether
vou wrote again to the federal autho-

rjtieg where the Bank is headguar-
tered.

SHRI MANMOHAN SINGH: I
woull submit thag correspondence
between the Central Banks of wvari-
ous countrieg is a confidential affajr.
The Central Banks are fairly in
toush with them. Therefore it would
not be proper for me to disclose on
the floor of the House as to what
transpired between the Reserve
Bank of Indiz and the other investi-
#ating authorities.

Tt js true that the affairs of the
B.C.C.I. were being investigated
abroad. But it js also a fact thag for
@any years, nothing came out of it.
It is only in the last two-three years
tha¢ all these facts about the opera-

tions of this Bank have come to ho-
tice. !

MR, CHAIRMAN: Mr. Bishambhar
Nath Pande has just arrived. Mr.
Pande, would you lke to exercise
your right to put a suonlementary?

Yo are the second  person in the
ligt.

SHRT MAKHAN L,AT. FOTEDAR:
Are you tiving him the ontion_ Sir?

[ RAJYA SABHA]

to Questions 16

SHRI BISHAMBHAR NATH PAN-
DE: Enough supplementaries have
been 'asked. Therefore, I do not want
to ask any question.

SHRIMATI CHANDRIKA ABHI:
NANDAN JAIN: Mr. Chairman_ Sir,
I appreciate the decision of the Gov-
crnment in closing down the BCCI's
Bombay Branch and handing it over
to the State Bank of India. Fortuna-
tely, a provision hag been made to re-
pay the deposits made by small in-
vestors simply because the asseis are
higher than the liabilities, But T am
afraid the same facility is not exiend-
tors of Indian origin living abroad
who have investied their life’s sav-~
ings i the S.C.C.I.,, England

Sir, this question was raised again
in Parliament, Therefore I would
like to know from the hon. Finance
Minister whether thjg matter has
been taken up with the B.C.C.I.,
England or, the Government of U.K.
to see to it that the small investors
do not suffer and they are paid back

their deposits made ipn the B.C.C.1.,
England.

SHRI MANMOHAN SINGH: Sir,
as I understand it, the hon. Mem-
ber’s questjon relateg to deposits im
the overseas branches of the B.C.CL

We have no control over them. 1
think we can only request the autho-
rities of thoge countrieg to see that
the interests of the depositors are
safeguarded. We have no jurisdiction
in those countries.





