1. Oral. Answérs

RAJYA SABHA

Tuesdey, the 141h July, 1992/23 Asadha,
1914 (Saka)

The -House met at eleven of the clock,
The Deputy Chainnan in the Chair.

ORAL ANSWERS TO QUESTIONS

‘snakiraman Committee report on Secri-
ties Scam

#81. SHRI RAJUBHAI A. PARMAR:}
SHRI VIREN J. SHAH:

Will the Minister of FINANCE be
pleased to state:

(a) what are the names of the banks
that have been found involved in the
doubtful transactions by the inquiry com-
mittee headed by Mr. R, Janakiraman
appointed to go into the recent securi-
ties and stock market scam;

(b) what are the details of the bank
“Tcers and others against whom action
=3 been recommended by the Committee;

(c) what is the total amount of money
found to be involved in these transac-
tions;

tThe Question was actually asked on
the floor of thge House by Shri Rajubhai
A. Parmar.

[ 14 -JULY 1992]

to Questions 2

(d) what action is being taken by
Government in the light of the récom-

mendations of the Committee;

(e) what

Government have taken to prevent re-

precautionary measures
currence of such transactions in banks;
and

(f) what steps Government have taken
to ensure credibiltiy of banks in the
public?

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHR1
DALBIR SINGH): (a) to (f) A State

ment is laid on the Tabie of the House

Statement

a} and (¢) The Committee set up
by Reserve Bank of India under the
chairmanship of Shri Janakiramen Dy.
Governor, RBI to enquire into the poOssi-
ble irregularities in Funds Management
Banks
Institutions has, in its
report, estimated the problem exposufe in
securities transactions

by Commercial and Fipancial

second interim

as under;

(Rs. in crores)

(i) Total value of investements made by banks and institutions for which

they do not held any securities, SGL ‘ransfer forms or BRs

1967 84

(ii) Total exposure against BRs/SGL transfer forms issued by Bank of Karad

ar Me'ropclitan Co-op. Bank,

“111) Thz es'inred shnrtfall in the securities held by Andhra Bark Financial

Services Ltd.

Less
from M/s Hiten P. Dalal.

: Value of securities reportedly siezed by Standard Chartered Bank

1470.12

104.83

3542.79

——— s .

350.00

3192.79
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- The break up of total value of invest- |
ments made by the banks and institutions |
as in para (i) mbove for which they do | Committee as under:-

not hold either securities,
forms or- BRg hag been estimated: by th:

o Questions

SGL transfe

(Rs. in crqres) <0

Bank/Insitution to whcm payment was

Bank/Institution Acquisition
Cost * made
1. National 1271.20 (i) State Bank of Mdia"
Housing (SB1)
Bank (NHB) . .
(ii) ANZ Grindlays Bank
(iii) Standard Chartered
Bank (Stanchart)
(iv) Canfina
2. State Bank -of [74 93 (i) SBI
Saurashira (ii) NHB
(SBS)
~'3. SBI Caps 121.36 SBI
..,4. Stanchart* 4¢0.35 Under investigation
- 1967.84
wAs indicated By tihc’Bank. o
The total exposure against BRs/SGL 3

transfer forms issued by Bank of Karad }

Ltd. (BOK)

and the Metropolitan Co- l

operative Bank 1td, (MCB) (for which

‘Bank/Institution

Acduisition

cnst

707.%

506,55

55.18
1.91

PR

1271.2

99 1|
75.82

174.93

121.36

those bankg do not appear to have _suff
cient backing) held by banks/institution
as in para (ji) above has been estimate
by the Committee as under:—

(Rs. in crores)

BR,’SGL issued

— —— — ——— L — i o —— —— - A= — T —— T — L —— ] 1 —— T {——— 4

.. 1. Canfina-

2. Canbank Mutpal Fund

. 3 Sfancharl

3 .

147012

435,31
102.97
355.94
575.90

Bank of Karad
Do.
Do.

Mefropolitan Co-op, Bank Ltd.
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other Financial Agencies in the

cotmtry.

(b) The Committee has so far not
examined the staff accountability in  the

Security Transaction of Banks/Institu- . -
Y ! (vii) Government is also considering

tions,

(d) to (f) (i) Governient have promul-
gated Special Court (Trial of Ofences
Relating to Transactions in Securities)
Ordinance, 1992 on 6.6.92 for speedy
trial of the offenders and recovery of
the amouni involved. The Custodian
and the Special Court have been ap-
pointed and have started functioning
as per the provisions of the Ordinance.

TR

(ii) RBI has issued detailed guide-

lines on 20.6.92 to banks regarding the

transactions in securities, based on re-

commendations  of the first Interim
Report.

(iii) Finance Minister convened a

meeting with the Chief Executives ot
banks and financial institutions  on
(16592 and directed  them to imme-
diately review  their ssytems, internal
" control mechanism  and  investmert
rolicies.

(iv) Government hae referred the
case to CBI, CBI has searched 144
places and arrested 26 individoals upto
10.7.92. 7 FIRs have been registered
upto 10.7.92

(v)- Administrative action has been
taken .on the basis of preliminary in-
-vestigationg against officers directly and
- indirectly  involved and felt to be
- responeible. - Chairman, SBI and Dy.
..Mamaging Director of SBI were asked
to so on leave. - CMD of Bank of
Karad and two of its directors were
removed. - Services. of CMD of UCO
Bank have been terminated on 8.7.92.
Managing Director of Canara Banking
Financial Services was asked to proceed
on legve. The Board of Metropolitan
Cooperative  Bank  was superseded.
Other officers. of variong banks have
- been suspended.

(vi) Government ig considering the

establishment of a Supervisory Board
for coordination of the wark of supervi-
siow of Banks. Financial Tastitutions and

the establishment of a Special Burean
ot Frauds to deal with serious frauds
in Banks and other financlal’ im=titu-

tions.

(viii) The Prime Minister hay re-
quested the Hon'ble Speaker of Lok
Sabha to proceed with the formation of
a Joint Parliamentary Committee.

SHRI RAJUBHAI A. PARMAR: Sir,...

THE DEPUTY CHAIRMAN: Madam,
not Sir.

SHRI RAJUBHAL A. PARMAR; Ma-
Ham, there have heen instances of irre-
gular funding by nationalised banks,
foreign banks and also by non-nationalis-
ed banks. I would like to know from
the hon, Finance Minister whether it has
been established that the Sangli Bank
Itd.. Bank of Rajasthan Ltd., and - the
Nainital Bank Ltd. are also involved in
the irregular funding to the companies
owned by Harshad Mehta; and if so,
the total amount involved in this securi-
tieg scam by these banks and the total
assets of the top management of these
banks?

st Tl fag : o PO wd @
Ted fasmifEg & @9 oo o off -
1967. 84 UL 7Y F UHoSoUAs
EALL L crm/a‘hwtom-ﬁ F@. A
TN T Jto Ao [THoT Ve THo .
THET TR 39T ar*&aﬁmqm«
v feiifees snnafer &% &
1470.12 08 & o Wy ¥%
wrrfuTy afgs fae & sar:
104. 83 918 s FY faw‘rftaw

3542, 79a&ﬂ‘asqi’riﬁﬂﬁmﬁaa1q
gE & 1 TR AT WIFI A Ao
I @ T RS g, g @) W
T 9T §%d FIH WS | ¥AM

f AWa T W ST §oEw.
CE ) #a‘rotﬁomo%mﬁﬂhmsﬁ
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fafyezx @rgg &1 Sy & Ay g
FEIT SAARIAT FAT &1 7T f3T
A FERNIETA Y darar 74T | WiedAq
st a1 far aar | =AY g9 98 TE FE TR
fa # fo7y G99 &) 99 99 @
2| FEFIHT FHIT AT Ggelt WX
a0 farE o TIFT | 3|/ mRON
AT{IAT T FHAT g fF g g9 w8
FHY GO ®rE | St gHF aveg
H ATAAT IGFT  gilcs FE BT A

qiF TET R

T TAATE Qo TTAI : A 33995 F1
AT A AAr 1 FY TAfaiws F359A
%0 AT whether these three banks are
involved in the securities scam or not.
That reply has not come.

THE DEPUTY CHAIRMAN: This
is ‘the second supplementary.

SHRI RAJUBHAI A, PARMAR: That
was my specific quest’on. Let the reply
come. (Interruptions).

THE MINISTER . OF FINANCE
(SHRI MANMOHAN SINGH): Ma-
dam, as of mow, I have no information
with. regard. to the involvement of these
three banks.

SHRI RAJUBHAI A, PARMAR: My
second supplementary is this. In view
of the involvement of some bankg in the
securties scam, mainly foreign banks
whose participation in the speculative
securities has been found to be dispropor-
tionately high, T would like to  know
whether the Government proposes to
bring the audit of banks under the Com-
ptroller and Auditor General of India
or some independent audit commission, and
if not, the reasons thercof. Secondly, I
would like to know whether the Govern-
ment IS considering any change in the
licensing policy for opening foreign banks
and their branches in India in the light
of the securities scam, and if so, in what
direction.

SHRI. MANMOHAN SINGH: Now,
therefore, with regard to the policy for
fore’gn banks, as of now I do not feel
there is any need for change. With re-

[RAJYA SABHA ]

to  Questions 8

gard to the other point that has been
made with regard to audit, the Reserve
Bank of India have already ordered a
special audit of security transactions of
the four foreign banks which figure in
the Janakiraman Committee’s report.

SHRI VIREN J. SHAH: Madam
Deputy Chairperson, in reply to part (b)
of the question, it is stated here that
“The Committee has so far not examined
the staff accountabilty in the Security
Transactions of Banks/Institutions.” Then,
in reply to partg (d), (e) & (f) it is
mentioned under (v) about administra-
tive act’'on, etc. Would the hon. Finance
Minister enlighten us to how is it that
the staff accountability aspect has = mnot
been examined? So many months have
passed and certain action has been taken.
That also includeg the staff of the Re-
serve Bank of India, particularly Public
Debt. office. But the Janakiraman Com-
mittee renort seems to be rather soft
on the RBY aspect., Would he kindly
enlighten on that? About the amount men-
tioned here—the total amount of monev
—every day revorts keep coming, If
you see the ecarlier, 4th May =statement
of the hon. Finance Minister, the amount
was much lower. Now it is over Rs.

~ 3.000 crores. Tq it likelv that the amount

would be still hicher than that, and how
long wonld in take for the Janakiraman
Committee or other oreanizations of the
Government to find out the eaxct magni-
tvde of it? Then there is the Reserve
Bank Govermor's statement that R 1.000
crores of it will not be recovered. Where
has that money gone?

SHRI MANMOHAN SINGH; Ma-
dam, with regard to the size of the pro-
blem exposure, T have already shared
the information with the House. Beyond
that T have no other figures to go by.
With. reeard. to the amount that will be
recovered, as of now it is impossible to
say with any finality what amount will
be recovered or what amount will not
be recovered.. Therefore, I am not in
a position to reply to the question that
the hon.. Msmber has asked, about the
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Rs. 1,000 cromes and where it has gone.
It is too early to say Wwhere it - has
gone. . } 4

SHRI VIREN J. SHAH: Madam, my
question - aboup staff accountab.lity has
not been answered.

SHRI MANMOHAN SINGH: I apolo-
gize. With regard to siaff accountability,
it is a matter for each bank to review
this matter. Also, we have referred
these cases to the CBI. The RBI is
firding out who are the persons  who
are 'nvolved in these tranmsactions, on
the basis of information made available
by the CBI and other agencies. Appro-
priate decisions will be taken by the
Bank Administration. /

SHRIMATI VEENA VERMA: Madam,
the banking regulationg of the RBI have
been in vogue for four decadeg quite
successfully. I would like to know whether
the Governmen; agrees with the opinion
cxpressed by banking -experts including
retired senior executives of the RBI that
it was not mainly due to the failure of
the banking system that a security scam
of such dimensions has taken place; on
the other hand, it was largely due to lack
of supervision and monitoring of sensi-
tive operations involving gross negligence.
S0, besides the elaborate Manua] of Im-
structions of the RBI, what steps have
been taken to bring to book and prose-
cute all the RBI and other responsible
officers for the bungling of such an
order?

. SHRI MANMOHAN SINGH: Madam,
there is no doubt that there hag been
collusion. of certain bank officialy with
some unscrupulous persons in the stock
market. Also T would say that the pre-
sent episode doeg reveal certain weak-
nesses in the functioning of the Bank, that
the top management of the Bank—that
applies to the SBI, that applies to the
Standard Chartered Bank—did not know
what was happening. That is a weakness
of the system.

.[ 14 JULY 19921

tc Questions 10

As Tegards the supervisory role of the
Reserve Bank, it ig certainly true that in
retrospect it does appear that a t.ghter
system of monitoring and supervision
would probably have been desirable, but
that is by hindsight. I would also like
to say that it ig not possible for the
Reserve Bank to monitor every bank.
When the management of the State Bank
of India certifies that their  securities
transactions are strictly in accordance with
the c'rcular of the Reserve Bank of July,
1991, T think, it is too much to say
that thig iy a case of negligence of the
Reserve Bank. In the same way, when
the management of the Standard Char-
tered Bank certifies that its securities
transactions are str.ctly being conducted
in accondance with the circular of July,
1991, I think. it would be really too
much to say that the Reserve Bank is
responsible for what happened in the
Standard Chartered Bauk. But, I do
admit, looking backwards, it could be
said, maybe, a tighter system of supervi-
sion would have been desirable,

DR. YELAMANCHILI SIVAII: M-
dam, it is reported in a section of the
Press that the Prime Minister circulated
a questionnaire to all the Ministers. so
that he could verify whether any Mini:ter
was involved in this scam.  If it is so,
what is its effect? How many Ministers
have responded to it? How many Minis-
ters are on the way out 'ke Mr. Chidam-
baram? I would like to know this from
the hon. Minister.

SHRI MANMOHAN SINGH: Madam,
this is a question addressed to the Prime
Minister. But, I would like to wuse ths
opportunity. I think the leader of ths
party to which Dr. Sivajj belongs, hs
issued, I understand, a statement that T
have a. son who is employed in the
Citibank. T would like to state that I
have no son. ...(Imterruptions).

SHRI MENTAY PADMANABHAM:
Who said it? I have not said that hs
has any son. ... (Inferruptions).

DR. YELAMANCHILI SIVAJI: He
is evading my question. He did gpot res-
pond to my question.
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SHRI - MENTAY PADMANABHAM:
I know, Madam, that the Finance Minis-
ter’s daughter is studying in England.

" THE DEPUTY CHAIRMAN: There
is no son. We cannot talk about it.
. (Interruptions) .

SHRI MANMOHAN SINGH: I would
like to say —— the hon. Member has
brought up the question of my daughter—
that 1 have no daughter who is employed
in any bank, Indian or foreign,

‘Alko 1 would like to say that the
other day the hon. Member said that
certain Ministers were  gettitng pension
from the IMF or the World Bank. 1
‘know: ‘that the reference was to me. [
would like to say categorically that 1
have never been in the employment of
the IMF or the World Bank. There-
fore, -there is no question of my getting
pcns:(m from them, (Interruptions) .

SHRI * MENTAY PADMANABHAM:
Only one minite, Madam, because le
mentioned (Interruptions) .

SHRI. YASHWANT SINHA: Why iz
the Finance Minister bringing in extra-
neous -matters into this question? Why
should 'he take this opportunity of clarify-
ing his’ stand? (Inrerruptions).

" SHRI MENTAY PADMANABHAM:
Since he referred to the matter which
waw raised by me some time back.....

THE DEPUTY CHAIRMAN: Okay,
please take your seat.

SHRI  MENTAY PADMANABHAM:
..I wounld like to ask the Finance
Mihister .....

THE DEPUTY CHAIRMAN: I can-
not permit you. I have atready identifted
Mr. Subramanian Swamy.

SHRI MENTAY PADMANABHAM:
He has feferred to me, Madaim. Tet him
take it back, ...(Interruptions).

“THE DEPUTY CHAIRMAN: No. ...
(Interruptions) . ) )

[ RAIY A -SABHA ]

to  Questions 12

SHRI MENTAY PADMANABHAM:
1 said on the floor of the House that
1 would come our with all the facts oa
this matter at the appropriate time....

“THE DEPUTY CHAIRMAN: There
is a ShortdDuration Discussion. You
can discuss thijs.

SHRI MENTAY PADMANABHAM:
. .after giving due notice.

He should take his words back, or
give me a chace to make my clarifica-
tion.

THE DEPUTY CHAIRMAN: There is
no clarification just now, (Interrup-
rions) .

SHRI MENTAY PADMANABHAM:
Let him take back hig worids, ar else
you give me a chance. '

- THE -DEPUTY CHAIRMAN: I will
allow you when the Discussion comes
which i3 pending before .the House,

SHR1 SUBRAMANIAN SWAMY: Le!
him give notice for a personal cxplana-
tion. '

SHRI MENTAY PADMANABHAM:
I will give notice for a personal explana-
tion, and T will bring all the facty which
are in my possession at the appropriate
time. ... (Interruptions) .

THE DEPUTY CHAIRMAN: Ploase.

"Let us go on with the Question Hour ia

a peacefu! manner.

SHRT SUBRAMANIAN SWAMY.
Maybe he was meaning that Mr. V. P.
Singh’s son is employed in the Citibank.
Maybe, afl their sons are employed in
the Citibank.

THE DEPUTY CHAIRMAN: - Sub-
ramanian Ji, your question. ‘

SHRI SUBRAMANIAN SWAMY:
The question 1 want to-ask. 18..:(Inter-

rupnam)

THE YEPUTY OHAIRMAN: Now,
let us discuss the guestion, (Inferruptions)
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Please ask your supplementary regarding
the question. (Interruptions). Please. This
Is Question Hour. Don’t distwb.

SHRI SUBRAMANIAN SWAMY: The
first time the Reserve Bank smelt that
womething wrong was going on  was
through & circular issued by the Deputy
Governor in July 1991. Then there
was a report of the Reserve Bank some-

“ time in January 1992. ‘lhen there was
an, income-tax raid on Harsad Mehta’s
residence the day before the Budget was
presented in 1992. T wouid like to know

4 which was the first date whan the Finance

E

Minister in- Delhi came to know that
something rotten was going on in the
securities raatter.

SHR1I MANMOHAN SINGH: It was
sometimes in the month of March that
the Governor of the Reserve Bank told
me that he suspected certain irregularities
in the securities transactions. It was in
the context of what I had mentioned to
him that [ suspected funds were flowing
into the stock market and he could not
account from where that amount was

coming. The credit policy had been
tightened in October 1991, It was
further  tightened in  April 1997 .
Thereforv, the question was where were

the funds coming from? It was in
thet context tha; the Reserve Bank re-
ported to me that from some of  the
preliminary things that he had looked

into, he found some irregularities in.the -

security transactions of the State Bank
of Iadia. . That was in the month of
March. :

SHR]1 H. HANUMANTHAPPA: The
Mjnjster time and again says tha; some
bank officials have colluded with -the
unscrupulous people, but the Commitiee
hag - not so-far- examined the involve-

meng of the officers or the actountabilty '
. of.tho- staff. . There is some¢ contradic- .
Added to this, the day:
thls scam. has surfaced we are only con-

tion in this. .

mntratmg on the banks. -~ What wag the
respomblluy of . the Re'denue intelligence
argd tthe Tncome-tax Department? - Even
in-a normal transaction, if theie is an

lnﬂ,ow of -more funds into any bank ac-- ’

count ‘the-" Income-tax Department | has

a; l’ight to, itispect - the ledger: and.-; the:

[ 14-JULY 1992 ]

te  Questions 14

banks are obliged to.give every informa-
tion they lay their hands on. How is
it that the Income-tax Department which
is functioning under the same Ministry
had kept quite? To what exteng
they .also colluded with the scam? )
would like to know whether this aspccl
has been examined? -

SHRT MANMOHAN SINGH: I do¢ .
nog see any contradiction. .The Jamaki- -
raman Committee was asked to jook inte
the problem, the magnitudg of the prob-
lem and the institutions that were invol-
ved. Once that was identified the ques-
tion of fixing responsibility was taken up.
That process is on. Thercfore, 1 - do
not see any contradiction in the Janaki-
raman Committee not  going into that.
question of fixing rasponsibility. It was
primarily concerned with getting a feel
of what amount of money was involved
and whichk were the inslitutions which
wane involved. [Subsequently, I think
the rest of the things have followed.
The CBI and others have gone into these
things. Thay have booked certain indi-
viduals. That process is on.

The second question rwey Withi regard -
to the income-tax. The Income-tax - De-
partment organised a raid on eight - con-
cerng confected with. a particular broker -
on. the 28th of February, 1992. Unfor- -
tunately because of the fact that  these .
accounts wefe in a compulér and the .
pass:word was simply not available and -
the persons concerned would not co-
operate it took the. Income—~Tax Depart-
ment nearly two. months to decode - and
to get at the minimum jsformation that
was contained.  There is no quastion of
Tncome-Tax Department, being ncghgent
in this matter

“THE DEPUTY CHAIRMAN -Shri -
SnkomalSm sz o7

SHRI JAGESH DESAI: - Madam, I
have . raised my hand. =~ o

THE. DEPUTY CHAIRMAN. ‘T’ know'
that you have raised your hand. 1 have
with ‘me your name. If T allow each
and everyone ‘then, Ythink thm 1; no
nebd "to have~3 ° dlscusslon in the even- E

- (Interruptions)-. < -

have -
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SHRI SUKOMAL SEN: Madam, ihe
Minister said in reply tc pary (b) of the
question that the Commitiee has so
far hot examined the statf accountabiliiy.
But he has said that it is ‘yet to be done.
Madam, the Reserve Bank of India
has “a major role to play since it is a
supervising bank. When the CBI  en-
quiry was going on, even when the Jama-
kiraman Cbmmittag enquiry was going
on at that time, the Finance Minister
was on record giving a clean chit to the
Governor of the Reserve Bank of India.
He said that he is free from all these
thirigs, difficultics and problems. Ma-
dam, even the Prime Mmistec could not
give a clean chit to his Cabmet collea-
gues. He has said openly that if any
of his colleague was involved in it, he
would be "dropped. Bug the  Finance
Minister h2s been so bold that he gave
a tlean chit to the Governory of the Re-
seive Bank of India. I would like to
know from Him on what basis has he
givan ~a clean chit to the Grvernor of
RBI?* Has he made a personal  en-
quiry " jnte his conduct or was he satis-
fierd with the Governor that he openly
gave a clean chit when the Parliament
wag- not i seslitﬂl?

SHRI MANMOHAN SINGH: Ma-
dam, 1 can share whatever information
T have. I had said in my statementin
rztrospect - that the supervisory arrange-
rents in the Reserve Bank of  India
would ‘certa’nly mneed strengrhening. But
f-0m this to conclude that the Govermor
of the Reserve Bank of India was perso-
nilly in any way involved in Ferpetuating
this fraud, I ‘think, would be a grossly
unfair statemeat. 1 know (hat the Go-
vernor -~ from  Madr¢hi  onwards  has
worked diligently to get to the root of
the matter and I am satisficd in  this
ratter, He has performed his  duty
in a manner worthy of his office.

ot o ot aadr dfrowr

¥oar @ & war | Taw dwm o
Tw g1, maaL A IF 9r. ..
(e

THE DEPUTY CHAIRMAN. Now
1 t.hmk we can move on lo the next
question. .. (Interruptions)...

[ RAJYA -SABHA | " to- Questions 16

sft ot St s gy 4 T Elgur"rv.
A g qEAT dl F ) gEW ER
Wr 3 & fee aleEr s8 gEn o)

Why are you defqnding everyone?

SHRI MURLIDHAR CHANDRA-
KANT BHANDARE: Madam, may. 1
come to a more immediate and urgent
issie? . Tha deluge of the scam  coo-
tinued for some time but it has led all
the Stock Exchanges to be .closed and
completely paralysed. I waut the hon
Finance Ministar to tel] the House as to
what steps he is taking [or restoring the
normal functioning of the Stock Ex-
changes and particulariy those dealing
W'th the tainted shares.

SHR1 MANMOHAN SINGH: Ma-
dam, this is a matter before the Special -
Judge.. There was a. preliminary hear-
ing yesterday.  This matter would be
heard again today. 1 share the con-
cerp of the hon. Members abous the
continued closure of the Stock Exchan-
ges. We are in constant discussions
with the authorities ooncerned.

SHRI MURLIDHAR CHANDRA-~
KANT BHANDARE: Tainted shares?

SHRI MANMOHAN SINGH: Well, -
I would say that after today’s discussions
in the court we will review the :matter .
again. :

THE DEPUTY CHAIRMAN: Mr. |
Yashwant Sinha. (Interruptions), -1et-
us not make it a discussion. If you feel
like having a discussion, we could have

it in the evening. Tt is pending before
the House. '

SHRI YASHWANT ° SINHA: Madam
Deputy Chairman, my question ig in
two parts. Part-(a) of my question is -
this. The Finance Minister has just
now said thé matter wag brought to hie
notice by the ‘Goverpor, Reserve Bank
of India, ' sometime in March of thir
year. Now, the Japakiraman Committes
was appointed on the 30ih ~ April, 1
would Jiké to ‘know this from the Fin-
ance Minister. © ¥ he wa' made awais
-that something jrregular like a  dcam
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was tak'ng place in the sccuritieg trans-
actions in March thcn what held up
action for almost two months and why
did not the Ministry act on the informa-
tion given by the RBI Governor earlier?
Tﬁat is part (a) of my question. Now part
(b) of my guestion is this.
He has just mow given a certificate 1o
the RBI Governor. I am not quarrci-
ling with jt for the time being. But I
would like to know from Him whether
he has come across any personal Invol-
vement of the Chairman of the  State
Bank of India who has been asked (o
go on leave. And, if there is no per-
sonal involvement, is it on the basis of
moral responsibility that he has  gone
one leave? If it is moral responsibility,
should it not apply across the board from
the Jowest to the highest?

SHRI MANMOHAN SINGH:
dam when this matter came to my
notice, it was towards the end of March.
At that time, we bhad no idea about the

dimension of the  trouble. (Interrup-
tions). -

Ma-

‘AN HON." MEMBER:. You said Jan-
uary. ) )

SHRI MANMOHAN
March.

SINGH: 1  said
THE DEPUTY CHAIRMAN:

it wag March. He has been
about it.

1 hear
consistant

SHRI' MANMOHAN SINGH And
therefore, by the first week of April, the
problems in the State Bank of India were
brought to the notice of the State Bank
of India authorities and tha; is how
they got into this act. Bctween the
10th and tha 22nd, I think the  State
Bank of India then recovered the money
fromn that particular broker. So, there
hag' beén no delay in taking action on
this point.

The second poing that the hon. Mem-
ber has raised is about the responsibility
of the State Bank of India. It is not
a question of mora] respousibiiity.  The

State Bank of India was a wctn'n of

this frand.

SHRI YASHWANT SINHA: I asked
about the Chairman.

[14 JULY 19921] 1¢

Questions 18

SHRI MANMOHAN SINGH: The
State Bank of India was a victim of
this fraud. 1 think it was the responsi-
bility of the Chairman of the State Bank
of India. I think he should bave beea
more vigilant. I am convinced that
the State Bank of India ‘Chairman was
not indirectly  involved but it is  the
failure of the management of the State

Bank of ‘India...(Interruptions) .
THE DEPUTY CHAIRMAN: Shri
Dineshbhai Trivedi. (Interrupfions).
SHRI YASHWANT SINHA: The

Mnister says it was a supervisory falilure
on the part of the SBI Chairman.

SHRT MANMOHAN SINGH: It was
a -lirect. responsibility.

SHRI GURUDAS DAS GUPTA:
What is supervisory authority of the
country? (Inferruptions).

THE DEPUTY CHAIRMAN: Mr.

Das Gupta I have not idenlified you,
Shri Dineshbhai- Trivedi.

SHRI DINESHBHAI TRIVEDI: Ma-
dam, 1 am very happy that the Govern-
mem and the Finance Minister are try-
ing 10 do their level best to- bring order
to the securities scam. Buz, Madam, it
is very-very unfair. - 1 draw the atten-
tion of the Finance Minister to a letter
written by the Managing Director of the
State Bank of Tndia where he is directly
blaming the Reserve Bank of India for
not reconciling the statemwent of  their
branch.  That ig point No. 1.

Point No. 2 is this. Madam, T seek
your permission to read two lines from
that Jetter -of the - Managing  Director.
This is in “The Economsic Timés” of
Saturday, the 11th July 1992 Rt nay?,

“T is the bapk.. .. .*
—it means the State Bank of India—

...... which had detected the fraud .
“—not the Reserve Bank of India—", .
“and because of the quckest possiple ac- .
tion taken by the bank, we could re-

cover the entire amount of R9 622 crores
in the first instance.” i

is interesting
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to note in this context thay Mr. S. Ven-
Litaramanan, Governor, Reserve Bank of
India has ever since the securities fraud
at SBI became public, been stating that
it is the Reserve Bank of India which
has datected the fraud.” [t means the
State Bank of India Managing Directov
is very clear about it, that jt was the
State Bank of India which detected the
fraud. In this case also, the hen. Fin.
ance Minister is wrong. Mav 1 Know

whether he is aware of this leller? A

Jot of things are written in this letter.
What would he like 10 dy in thig cop-
lext? '

THE DEPUTY CHAIRMAN. You

may say he is not right. You may not

use. the word ‘wrong’,

SHRI MANMOHAM  GSiINGH:  Ma-
dam, I cannot go by press reports. On
the basis of evidence which 1 had seen.
I stand by what I have stated. (Inser
ruptions)

THE DEPUTY CHAIRMAN: I am
going by the list. (Inferruptions). = We
can go to the next question. ([aterrup-
tions). We have already a Shory Dura-
tion Discussion before the House. What-
ever you have ip your mind, you can
speak at tha; time. = Shri Jagesh Desai.

SHRI JAGESH DESAL: Madam, for

the first time in the history of this coun-
try. four foreign banks’ accounts are
ordered to be audited by a Special Audi-
tor, There will be pressures because ail
the four  banks are from UK. and
U.$.A. T hope the Governmunt will see
that audit is done, in depth, the guilty
are punished and if necessary, their licen-
ce are cancelled. At para 7 in the second
interim report of the Javakiraman Com-
mittee, it has been mentioned thay in
several banks reconciliation is not comp-
leted as yet though two months have pas-
sed. T fear that many such  scandals
may come to the surface after reconcilia-
tlon. ¥ would like to knmow from the
hon. Minister as to which are these banks
whose accounts have not yet been re-
conciled. What are the reasons for not
reconciling the accounts? Whai steps is
the Government taking tp see that their
accounts . are raconciled immediately So

that it there are frands, they may.come -

[ B

[’0”‘ the ;'!:ff!f-‘e'-’. "

[ RAJYA SABHA ]

(6  Questions 20

SHRL MANMOHAN SINGH. - Ma-
dam, withv regard to the special audii,
the Reserve Bank has already ordered the
special audit with respect to the our
foreign banks. I cap assure this hon.
House tha; all banks, including foreign
banks, have to abide by the laws of our
couniry. If anybody violates these Juws,
action will be taken against him.

THE DEPUTY CHAIRMAN:  There
is Q. No. 85 regarding that. (Interrup-
tony) . .

SHR1 JAGESH DESAT- Madam, re-
conciliation is the most imporfant  as. -
pect.  (Interruptions) .

Grouiding of Pawan Hang helicopters

*82. SHRI VIREN J, SHAH: Will the
Minister of CIVIL AVIATION AND
TOURISM be pleased to state:’

(8) whether it is a fact that three Dau-
phin helicopters of - Pawan Hans Lid.
suffered damage within a week in June,
1992 in three sparate incidents resulting in
their grounding;

) (_b) if s0, what are (he details of the
mncidents and the veasons for which the
helicopters were damaged;

(¢} what js the extent of loss suffered
by the company;

) (d) whether any enquiry has been held
Into these incidents; and

(e} if so, what are the results thereof?

THE MINISTER OF STATE IN THE.
MINISTRY OF CIVIL. AVIATION AND
TOURISM (DEPARTMENT OF CIVIL,
AVIATION). (SHRI M.OH, FAROOK):
(@) to (¢) A Statement is laid on the:
Table of the House. :

Statement v
-(8) Yes, Sir.
(b) to (&) 1, On 16th June, 1992 a.
Dauphin helicopter VT-ELE at Bombay

while on a_ flight to an  offshore rig at
Bombay High experienced goveinor mali



