RAJYA SABHA [16 May, 2002]

replies in respect of Chapter V of the 8™ Action Taken Report (Thirteenth Lok
Sabha) on 1% Report (Thirteenth Lok Sabha) on 'Demands for Grants 2000-
2001 of the Ministry of Railways.'

REPORTS OF STANDING COMMITTEE ON FINANCE

DR. T. SUBBARAMI REDDY (Andhra Pradesh) : Sir, | lay on the
Table a copy (in English and Hindi) of the Thirty-second Report of the
Standing Committee on Finance (Thirteenth Lok Sabha) on Action taken by
the Government on the recommendations contained in the Fourteenth Report
of the Committee on Demands for Grants (2001-2002) of the Ministry of
Finance (Department of Revenue).

REPORT OF THE COMMITTEE ON EMPOWERMENT OF WOMEN

it el AT ¥IRET (ORI : FHURT F816d, § W i 7 afgars
BT FRIET0T 3R ATABIRGT (SR Al FT) F Hefer H Afgel iferptRar deeh |fHfa &
8 d ferde &1 geb TfT (3fISh der 2=l #) 91 ued iR I |
CALLING ATTENTION TO MATTER OF URGENT PUBLIC IMPORTANCE

Securities Scam in Co - Operative Banks

it Wi T (FERTE) : AR Aeied, § 7eRTg & PIuRfed doi § i
FHRIRETS T 83Tl &, IHDI IRB AR IFH Pt PR Bl 1 Wi ToidT 8 ST]
BT DI TR AT fad HT ST BT &1 B T Bt

THE MINISTER OF FINANGE (SHRI YASHWANT SINHA): Mr.
Chairman, Sir, as per the information available with the Reserve Bank of India,
seven Cooperative Banks in Maharashtra had entered into transactions in
Government securities and the amount involved are:

Nagpur DCCB - Rs. 153.04 acres; Wardha DCCB -- Rs. 25 crores,
Osmanabad DCCB -- Rs.29.99 crores, Sadguru JangJj Maharaj UCB - Rs.40
crores, Amravati Peoples Cooperative UCB - Rs.9.50 crores, Swarnayug UCB
-- Rs.5.79 crores and Raghuvanshi UCB -- Rs.5.40 crores.

The banks paid the amounts to the brokers purportedly for acquiring
Government securities, but no such securities were acquired or delivered.
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The transactions involved M/s Home trade Ltd. and four "other
brokers, viz. Indramani Merchant Ltd..Kolkata, Syndicate Management
Services Ltd., Ahmedabad, Giltedge Management Services Ltd., Mumbai, and
Century. Dealers P. Ltd., Mumbai.

RBI has laid down detailed guidelines under which all transactions in
Government securities are to be undertaken only through SGL account where
available but in most of these banks, despite their, having an SGL/constituent
SGL account, transactions have been undertaken in the physical mode and
the physical delivery of the securities have not been taken. RBI guidelines
further stipulate that the banks may undertake securities transactions among
themselves or with non-bank clients only through membefs of NSE, OTCEI
and BSE. In the above-mentioned transactions, however, none of these
brokers were members of debt market segment of any of the exchanges. The
transactions were continued to be undertaken despite no security being
delivered in physical or scripless form. The payments were made directly to
the brokers who acted as counter parties in these transactions.

There has been no failure on the part of the regulators as alleged.
Detailed guidelines have been laid down by the regulators and the violations
were detected during Inspection and Surveillance and prompt action taken.
These transactions had come to the light in course of regular statutory
inspections of Nagpur and Osmanabad DCCBs by National Bank for
Agriculture and Rural Development (NABARD) and as a follow up on off-site
surveillance/market intelligence reports over urban cooperative banks by RBI.
These transactions were manifestly fraudulent transactions and do not reflect
in any way on adequacy of regulatory guidelines. Further scrutiny revealed
absence of any investment policy as per RBI guidelines, non-existence of
concurrent audit/internal inspection system, lack of trained staff and complete
failure of the management, especially the board of directors; In controlling,
guiding and monitoring the affairs of the bank and failure to comply with the
RBI guidelines. In view of the manifest fraudulent transactions in violation of its
guideline and to forestall any further damage by the existing board of directors,
RBI sought supersession of the board of directors of Nagpur, Osmanabad and
Wardha DCCBs and Sadguru Jangali Maharaj and Amravati UCBs under
section 110 A(iii) of the Maharashtra Cooperative Societies Act, i960. The
board of directors of these banks, who were elected by its members but had
failed in discharging their duties, have since been superseded. RBI has also
asked the Registrar of Cooperative
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Societies of Maharashtra to conduct special audit of investment transactions
of cooperative banks. Meanwhile, Government of Maharashtra has filed
criminal complaints against the brokers/Chairmen of these five co-operative
banks. SEBI has also issued order under section 11 and 11B of SEBI Act,
1992 debarring M/s Home Trade Ltd. from dealing in securities.

ft Aot T : ermeReily waf S, AR T | 39 9eq § 89 e
AT IS §, e iRt fohedt St 81T | &R fR=<l fihew &9 <l € 6 19 1S 91 g1
B ST &, Bl go! &1 A1 (91 81 SR &, I a1 Yferd Ugeh! & | 89 aR-aR A
2 g ar g 89 9 Ugd...

MR. CHAIRMAN: Mr. Sanjay Nirupam, there are a number of
Members who want to speak. You should put pointed questions so that they
can also be covered.

SHRI SANJAY NIRUPAM: Sir, | will try my best to put pointed
questions.

MR. CHAIRMAN: It will be easier for the Minister also to reply. And
all the Members who want to speak can also be covered. No background need
be given. He knows the background, you know the background and Members
know the background.

it ot feaw : § BIRmT R g, W”

[UTIRT ST, AT HE1 I8 ¢ P Meeasy 2, 9 FRH-ard € dfe sad
FaYE HIeTel 8 9 & 3R HicTel 81 S & aT8 84 8I¥ 1T € 3R g9 |rad ¢ &b a8
AT B TT | RGNS &b IR F S A1 H31 Sff 7 907 fob 337 TIRE & Si1 HERIS
TaHe Bl (e AT, 98 IR TR R U7 € | 849 gFaTe] dR o S ad1 2, 98
T & f5 TR <91 A R W AR | gs H <1 o 9 Aifde € — U 2fdad) wifde i)
T ST Wifde | 3fFadt Mfde & forg oY 9gd IR @awg 8, SRR o "eTd gy,
ST &9 O Ham ot sfaad) Aifde & forg &9 @rawamd &, aftd Se Aifde & forg
Si Rt g B 1Y, 98 A TSl T8l 81 IS & S plerfed & o 3iRk
HERTSE & I HIRMRRET 6 I, I TaHe o RagRe @dd v S fF w2t
HqRIGY 7 91T {5 TR i feeliad & T < Ry g |

AR ARG, TE VYT 503 BRIS U Bl ENCTel 8 offh] HH=1T H3) Sft
Sl offeps faU 2, 3R 2, 9 980 B4 © | T o 4 MR 4 {6 § % g9 &1 4o
BT PIg 3fd AT # &I M1 A1, I TWE | I =Tl 9IR RIS HIT F $HU Sl
HHT 2 | AfBT R oY 3y-3rem &1 A 5 ot 1 1 2 1 3 vt e 8, v R @i
IAHT gATET BRI IE & [ 314l el 1 3b IR o vl 71 el 8T 2
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HqEIGY, Wad Ygol AR fefgae dRifwfea §a o1 whd ar ma ik
ATETS B SifSe RUIE A SHS R § yal el | SHP 918 R ae X pleiimfea I
& IR 7 B BT A1 3R B BT B F 1€ I Tl {3 70T 125 PRI HIY
& -9 U7 g4 7T € 3R $9b TR Ta=iic RIRET T8l 3118 & | 91< J ua el fob
g R T Al BRI WUY B MR IAF 918 &R -8R 317 bl & A1 A1 317Y | § 711
HA1 ST & 1 A1ed g & e gl IRE BT $3, 848 Hedl &d gl T | Heled, 519
faxfi wivemall & 431 STt & A1 990 @ 89 € < © <ifr RyagRET o # agd a9 e
T | SR U O IR AThE # ST B U gaweT ¥ o5 ST 9 BY S I Ul I
ST o 37751 RT- T e ol 3R fara fovam 494 ST, 98 Ul ot STl & | evd
A% Y B A ATHd 2,78 g1 81 goidT § Afhe I & HRER F R # g1 I
ST 2 1 ST AThe | 37751 Ul g FaRAT 781 © | G981 SUTRIR HRIGR BIF & STRY 8
TET T | I9H DI IR T8 8 | 98 IRT BRIGR BT F STRY BT 2 MR TS8-S AR
2T fPY 919 © 1 31T W gl e I8 © [ RBI & SIRT, /TS & S1RY U Ut
AT FTE ST ATMRY Ry o1 Y RyagRET 2T &6 IR 7 2 1 vt ot |9 s
T ford furdiie oY, fora ufers Jaes @, faa v @) RregRe waf 718 2 ik
e 991 9 1S ¥ | I AT TS @1 IRIE # E ¥ 919 6 g ur ) e
MeSdsd & | 31 goie | BYe HBdl “hH g3l AT | I8! §9-9$ (ORI SIMSR 93 2, 9
S 8 T a8 ¥ S0 aoTe 9 gl T | 81 Wil &1 SUANT 819 ¢S D U bl
F forar & 1 9% I <189 99 B, $9BT GOUANT 1 V81 8 3R S9! MR H A1 #3i1 i
BT T AT BRAT IS g | H AT S I 39 IR 4 W AR W AT I S |

HAEIGY, BRIRRET J6! § o §& 9 gY, 896 IR # R d.ang &
Meegd a1 off AfehT 37 W RBI &) ok 721 off | 78 fwel 2 ATl & Ie T 3R 2
ATl T FAdT 8T 1§ 2 ATl H 503 PRI WY BT HICTel a1 o1 &1 fawrE Ie12 13
AR & AR U B8l 1Y, I8 31 T Udl I8! Il 2 | Ugell 4o I8 2 o aieren amier
a1 921 2, 39 9N H $IS 21 901 8T 2 | TAI U I8 © & nRaw dierel &1 I
HB1 TIT? 503 HRIS WY BT GICTel Sl H Ia1 ¥8T §, AR a8 U1 dat 11, fha
o 2 89 ¢S a1el 914 38 © {5 &9 $© 81 AIgH | RIT $9 ¥ ’ICTel B His A1l 4
P XCTh THRTAS WhH A ? 39 910 & B 81 A1V | 39 91 B B TR
Wﬁmﬂﬁlaﬁwwmwwwmw@sﬁmlw
gferd & ANTYR AT & SHFex 7 Hord 3nard & FRUR fhar | <19 srard, g
28 ¥ SNaeX 2 | 919 9 ARWIR g 3R S99 YBdre & 8 dl S8 pay-in, pay-
out, money settlement 3R g9 AXE 1 3= SfaTael Twif &1 T fobarm, T8 gaaw
SHIFER IRRAM B 7Y fF 70T Adeld FI1 2 | I $4 TRE & TR $I BHEH & g
& SfFdel THaHRY I@ aTel STradi a1 STid Yordl & SaedadT 2 |
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HEIGY, AT HA1 Sff A A1 e & {6 39 R 717cl &) B WL.dleE. &
SIRY B =1f2Y | wERTS gferd & FHar) R ave 9 BHEH o IR 8, S99 $B T8l
B eTdR 37T aTel © | HBRTg, ARPR 1 fUod Us 78 4 514 av8 &1 yfie A9 8, 98
i FENTS § | ARIGY, STt eI & i H 9aran 14T fb 3Mud dieiurfed ol § 59 avg
BT THH B3N ©, AT STeal 59 TR YR lifTY | HERTS Ta-He $I $9 IR QaRT o 3
T 15 f&F &7 71T 3iR 15 A1 T AE RIS Ta+He 5 Bis Ve Tei o7 | $9 915 &7
G PR, AT TR FSREae AR PIeiTuRfed §& & TIRHA &, S a9 Ugall STgadd
2, R 999 991 18 o5 2, S9! FRAIR &3+ H 15 {3 3R o1 7Y | 519 8H ¢ s
ST BT AT THABR NRAT AT ...(FILTH)...

A Ipd T (HBRTS) : WO Sfl, AT IR-TR HERTSE ARBR D a1 PR I8
T, FERTS, WK 7 399 wal W facde 78! fpar | 9 &9 39 71l &1 $+9% Aifes &
SRIT 7T ,J9h G & Frilel PaR 3RTE §U SR G 3 & 915 981 & 9IS &l fesolleq
PR Pl PRIATS] AERTE TRBR F B |

S Pl MRIIATS T IR BT [T el AT | AT 157 ARPR BT 14 fera
2 | § 3TUd! Hel ATl g 15 AT SHB! Ulfdiedhel baR o1 dIed & al a1d AT & |
HERTSE H B 3R TTAI & ARBR &, T80 IR &FI B §HAA 6, BRI ARPR b &
H3i1 fS77eh U1 praiRed fSurcHe &, S/ gHIfSdeH S IR YR fordm 2 iR Ty
% ur 814 feurciie 2, g fifiRex 7 +ff o o g |

ft o T - T8 BT AT B | ... (TAHTH). ..

ot U@ g : § v 919 SR I AR § | IR MY YT e dred ©
3N IR B 3R TR & AN 39770 © a1 T8 Tl & | T8 STl H8RIST hlafRfed
o o U GART AT R |

ot woia frreuw : gumafy geiey, 84 ar) ao foh<dl ver &1 =g el o &, fosdt
qifereda arét &1 a9 TSl foran 7, fead) aiferdiapet arct & sy &1 919 =l forar 2 |
..(STALTH)...

)} THE U : AT THH b TN H STHR qMfeTY | SHD! I TeRTE 3 317 ST
AT 8,31 1 TExTs § g9 W) ST aTed § | @fh=T 3+ AERTE WRER & IR H Bal 8,
STy # U8 HB BT |

Y i foeaw : urafy S, 39 anft 9o foeedt aiferdiee Uit & ohex &1 4
&1 foran &, ool utferdiarer urct o1 A9 181 foran B | aifee /g S &
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QR f¥Rde Agel PRMRIET I & W 9a=iH ], 98 Ui & 984 Ufded oiex 8,
J g A P B | T, I I8 9N ¢ b IwEEe fiigae dlemmfea 96 &
FIRAT iR * 98 SMya WRBR & Rrars #4* & Reder 2, WIS ¥ | 97 I8 W/
5 aut feRgae dgd dremRiea §& & IIHT * 7RIy We BRMR{ET Jo T
* ST ITsgaTe iUy Uit & 1§, $h @I 9IS § 7 I8 99 GAN 8 ¥ | g9fow g
¥ B Y81 2 {6 WReHR 3§ U &l 98 §Y § Si 31 "iCTadrsl & 991 9 © | Hiferg #1
T 8 P ...(aem)...

A TpE gTA : STl HERTS IR % # AR AR S 91el &
FHA® AN & 3R I9H Yfdea 74 ¢ | ...(TqLM)...

it ot Freet : S 8 1 F I8 TET A BT | ..(aum)...

#} TpE g : AT T HEAT A8 © 2 100 BRIS WUl AT &b Hfdse hs
BT TR B, Vel Taie b SN SRl BRI Sl 81 8, a8 SHP IR 81 & | &
3T g Hel Tied 2 fb Aol Ta-tie i gud sareds § | 31U 396! uifdifedd 9a
HRY | IR BIg 8IS GAT 2, ThH GAT 2, A1 SHD! TERTS 4 ST S} & | 3R AT I8
a1 ATl b ITSTIere qIfEt A1 IS Uil & P8 AN $HH SaTeds © dl SaH
O TSt BT A BIY © | I el T 914 © L...(aem). .

it #<it AfAeT AIRET (ORI) : WU JRIGY, A 9ew 6 9 &
JEd AIARE & ? ..(FaETT)

it Worg feaw : FTIfy AEIS Y, TR U WY &9 © | 3R S99 avE 9 g9
feed far SR A # oraeh a1 721 &8 UH | ... (FagH)...

ST |faaT eRET (ORIA) : U JRIGY, (). .

SHRI PRAFUL PATEL He te mentioning the name of my party and
leaders. ...(Interruptions)...

MR. CHAIRMAN: [ will give you a chance ...pnterruptions)...

SHRI PRAFUL PATEL When he is making certain allegations
against -them, | cannot keep quiet. ...(Interruptions)...

MR. CHAIRMAN*. You will get an opportunity. ...(Interruptions)...
- i} 5] IRAR (YOIRTA) : FHTART SfY, ST AT fethe T8l 3% 9ahd 8, Sb 19
Jgi BRE A eI SRR 2 | ...(HaeM).....

i} Feraee Wom (IR ) = FHIRY SN, Y <Nt R, STt |t e =Ry |
..(TATT)...

*Expunged as ordered by the Chair.
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MR. CHAIRMAN: | will give you a chance. ...(Interruptions)... | will
give you a chance. ...(Interruptions)...

SHRI PRAFUL PATEL: | will speak, Sir. But he should stop speaking
like this. ...(Interruptions)... He should not mention the name of my party and
my leaders. What Is he informing the House?

MR. CHAIRMAN: [ will give you a chance. ...(Interruptions)...

SHRI PRAFUL PATEL: What is he informing the House?
...(Interruptions)...

MR. CHAIRMAN: | will give you a chance.

SHRI PRAFUL PATEL: Sir, | appreciate that. But he should also
refrain from mentioning the name of my party and people. We all want a probe
into the scam. | am also for a CBI probe, as he is. Be he should not do like
this.

it Ao e A 9e Heled, § 9% qarr @redn § f § erue
SITRIHT SR BR 8T AT | {TSel HE 4 9 RE A S B! SRIATE! 88 6, I8 Ao TH
T2 | 89 BT f o9 IRdIeTs J 9qm, 59 Ars 31 difee RAE ams, 859 10 fad
I8 AERT A-HIC YR o I8l & | 396 A1 10 37 918 Giiel PaR 1 fREIR fa
AT | S6F d1E 14 &7 T AT 3raret Sl fb 819 ¢€ 1 97 JHICR &, 98 BRI ¥8dl o
| I8 g A i BT [CHe ol 8 3R @i A 98 ARTYR § SARAT 8 1R Uh BIe el 3 Sevdl
2 | ST 918 G-I SooTd o AT2T, T¥ FHAT o A1 SHP] GYex BRI ST & | I8 99 $B
S el V8T &, 98 Wag &b §of U HYal 8, T8 Iag BT 91 § | $9fory A7 fFaeT § f
HERTS, TRBR & I$-T¢ AN $9H A § | TPe Sfl, Tavrol S0, s § qa1 § &
HERTE W< HRINICT I& &I Adl-S¢ Al Ugel U i gs ot 39 #hT 7 avft
Jp1 P IR DI TIAT AT AT | I8 o ¥ eae dga &l emRfeq 94 8, 39 fea
Age § & I FIHT 7, M9 3H WA Y 1 gI Hf2y, g8 Igard) wiv urch &
IS Y AN & | I AR TIRAA B! fSoT1 11, S9! Fota Srraret 9 fHretran 11 ik I8
AT AT o T8 ST STUATe B, 37! 819 ¢ M &I HI & | ...(TqLM)...

3 TpE I : ITYS UTH 9 I & THBRI 2 | 7 31T 3HD! IS IR Fehal
... .

it Ao T : IR U TSR ® | el STHaR! 81 § | H B Terd
SIFHRY el ST E | ...(TaE)...

AN TpE 9 : I [Nepd Tad a1 & | BR A9 A el Sae AR$R 3R
319 ERT G198 & Al 98 AT 8 |
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2} 9] WEAR: A S I AR S ]S B, IqD! AT 1 7 ?
..(TATT)...

# @H THIE Sifeel (SR U< : @EES Favad B i @isies
FITIT U B B! | ..(FALM)...

MR. CHAIRMAN: Hon. Member, you have to put questions to the
Minister. There should not be any mutual incrimination. There should not be
any mutual charging. You should not charge each other. You have to put
specific questions and the Minister would answer those questions.
...(Interruptions)... | will permit you. But let the discussion go on smoothly.

SHRI PRAFUL PATEL: Sir, | appreciate it. But he should also be
restrained from making such allegations. He is talking of a Board meeting.
Does he know who was there at the meeting? He said, "In the Maharashtra
State Cooperative Board meeting Sanjay Aggarwal was produced to make a
representation to the Board." How does he know it? ...(Interruptions)...

MR. CHAIRMAN: | cannot say anything. You will be given a chance
to speak. Then you can reply to all the charges he is making and answer the
questions which he is putting to the Minister. Let us not charge each other in
the House.

SHRI NILOTPAL BASU (West Bengal): Sir, | would like to make a
request to the hon. Members. Some of us are also slated to speak on this
issue. There are going to be very serious repercussions of what has
happened. There has been a regulatory failure also. A lot of things have been
done. A lot of money deposited by the people in the cooperative banks and a
lot of money of the workers which was kept in the Provident Fund has gone
into the scam and has vanished. It is not proper on our part to behave in a
manner in which we are behaving by making allegations and counter-
allegations. There are a lot of systemic aspects. We should discuss it along
those lines.

MR. CHAIRMAN: Mr. Nirupam, kindly put specific questions.

2} Worg AT - [9TIRT weley, 1 8 FaeT oRl 8 $ Adlens. 3
SR B AR, IHE o o I AT <1 g7 |

it GUTIFY : TTR! AT 9 BT oToxd el 2 | Ffer 98e o §, &)
R S 8, AP a1 Bl Sexd T2l 8, 3AMad! R adea ga+ & IMembers

should use discretion while speaking.
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Y Aot freww . [l weiey, # A w3 weiey 9 A R e g e
9 R A & BIEIH | el W W gs SR leifurfed §& &1 9m T8l o 1 H
HeT H IIBIIRT U STRIHE IEH & oY TR g | I8 SagHe fhdaT & | s fSiigae
FIRIRCT § # F F HF TR G T T BT GIcTel 8 Jal 2, T8 I g o1 ¢ |
e [l PI AT T8 &, HERTSE Ta-HE PI ATH el & | S STBIHe § & R8T §, R
9 3 U URIIT 1 ST e B 1 ST ST 81T, § ST I &b [y TR §
| I8 s [SRgae Peifmfea §& J=s & AR PRIWICT §a4 &1 geh Yad diel © |
s b AR DITIRICT da 791 I97 59 § H STeld 2 3R Gag M forat #f S
TSl 2, I U1 (BT B | 59§ H HH F $HH 800 RIS WUY 31d I ER-ILR &
b © | S AIST Al STHIHE H <1 9181 § 98 I8 © [P ALY U DI Y STATAC
BHRURNA F [N 9 5 1 1 BRIS U BT A (AT | 7L T DI T8 ¥ 3719 [
&1 D! 8, 98 YT a1 371 dTell el € | 39 b A, Jrg PplaioRied deb o Torre §
EHTETE YT AP B U d HH F (Y 70 FRIS w0 &Y, 98 HH1 (s
81 ga! 8, 98 U1 a11U9 A Tell T8l 8 | $9 9 b HUR AT [pad] Hgld 5 — Hped
TS Bl THAIB B ST — TIATRE PIUF UICT b AR ey BT | (37D TIRAT & | *
FYI e TR fSRigae PIRITIRICT 9% & IIRAT gl dxd U 1Y * T Hd & ? s
PIRITRICT 96 BT T AP FEATTR DI YR ol H Sl § T81 TH-T9 PRI
SR e & 3R S IR agtioT b AIferh B & — Igare] iR urel & oed | *
BT A TH BRIS ol 8 MR * 3@ Ul HY U 95 I9 1§ ...(AGLH)...

SHRI PRAFUL PATEL: He is quoting certain things which are not
relevant. Sir, there is no scam in the Maharashtra Cooperative Bank..- He is
misleading the House. ...(Interruptions)...

SHRr*SANJAY NIRUPAM: Sir, how can he challenge me? | am
giving this information.

SHRI PRAFUL PATEL: He should place the facts on the Table of the
House. ...(tnterruptions)...

SHRI SANJAY NIRUPAM: | am going to place the facts ort toe Table
of the House.

SHRI PRAFUL PATEL: Sir, let him first authenticate these things. If
he is willing to authenticate it, | will keep quiet. ...(Interruptions)....

SHRI SANJAY NIRUPAM: Sir, | never say anything which is not
authenticated. Please try to understand it.

* Expunged as ordered by the Chair.
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SHRI PRAFUL PATEL: And you will authenticate it; right?

SHRI SANJAY NIRUPAM: | told you, | am going to authenticate this
information.

i T T AN : FHIRT A 1S3, 51 §a o1 T4 o1 of 381 8, #31 #9eied
DI TcHe H IAHT TH el 781 2 | ...(adm)... AfRes @ wedie § 39aT 9M HEl
TEE | ...(TauT)

oft o AU : 59 IRE W MY fha=1 9T IRaE PR IT S |

MR. CHAIRMAN: Members should seek clarifications rather than
make allegations ..(Interruptions)...

SHRI PRAFUL PATEL: Unnecessarily, he has gone from one to the
other. | can also allege that the State Bank of India is doing this; the Bank of
Baroda is doing that and so on. Sir, he has to speak on the subject of the
Calling-Attention Motion. He cannot raise any other issue ...(Interruptions)...

MR. CHAIRMAN: Mr. Nirupam. | told you to be brief.
it Aot AT : ST 91 WA , ST U1 ST 8371 © 31IR 31T i ¥ &
T 8 o5 § 41 H 91 | H S0 991 WhH AR AT § T IR AERTE WBR BT T9IR

TE1 8, T wR facy #3ATerg #Y ToR T8 & 3R Y31 dietl 511 %81 & b H gu I ? W%, 39
e ¥ fewexdw T2l et =y |

SHRI PRAFUL PATEL: Sir. is he authenticating all that he Is saying?

SHRI SANJAY NIRUPAM: Yes, Sir. wifd g1 &3 A HH UgHR ol g
ST | ....(EET)...

il T U : AT authenticate BT T ?

ft Gorg T : U ST AT A R SRR 2 A T I A R SR 8 b
I authenticate BRI TP MY HISTe! A AT AT ? ...(IGEH). .

MNUFA T : G PSS L 2 |

i dor freaw : A1 a1 AfSY, Jer authenticate #RA ST | § ®8 @
g...(FaUH)...

4 Tpe U< : ATUD! 579 BT 9 31T authenticate HIE T |
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ft o fFAreTH : §9 31Tuh SieH 3 U 81 B8l fb § 39 authenticate

PR S RB1 §, H I8 SlagHe 39 Fa H @ off XE1 § | Heled, S Sl gul 99!
GARATD SB LA 8, § SHD! AR HT S BT T TR | ...(FFEH)...

it S T (f98R) : WIMaR, 9 &1 9 13l & 419 H 89 A & Y I8

ST |

it Wora 1T : g8 PleifiRfed 96 & I 3 31 <RIy % samiHee Fi
g, AT ST, 317 SRT &7 S I.(ae).

37t Sitee I (e et < B AT SIRJAT 2, U8l 98 ol g1 QIfoTY |

2} <o Freud : grg reiiuRied 4% & IR H M &l 3TBHeE 1 TS 8,

another major scandal ...(Interruptions)...

SHRI PRANAB MUKHERJEE (West Bengal): Sir, | am on a point of
order. This Motion has been admitted under rule 180, as per which the
Minister has made a statement. Now, the Members are entitled to seek
clarifications on the basis of the statement of the hon. Minister. No new issue,
no new organisation, can be brought within the purview of this discussion...

MR. CHAIRMAN: Yes, you are right.

SHRI PRANAB MUKHERJEE: If the Member wants to have a
discussion on any new organisation, or any new issue, he can do so by
bringing it separately. But, so far as the clarifications are concerned, these
must be confined to the statement which the hon. Minister has made in
response to the Calling-Attention Motion.

MR. CHAIRMAN: What he is saying is right. Mr. Nirupam, you should
only seek clarifications. It is not a discussion, but it is a Calling-Attention
Motion on a certain subject. And, before reading the document, you had not
taken permission, and you have not authenticated it. You confine yourself only
to clarifications on the basis of the statement of the hon. Minister and nothing
else...(Interruptions)...

SHRI PRAFUL PATEL: What he has said should be expunged from
the record.

it wora fAReu : {uTalcr S, # 9gd SATeT Sed-Igelerd el S, M-
BT T8I ST offbd § g0 W HRA1 dredl § b 311 o vy &, 98 98 2 fb
AERTE & HlifIRfed o 7 SRR ¥+ garl &, SH@! 3R 31 A1
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HI HEIGT BT LT BT BRAT 8 | H AR b DA §ob & IN H 91 8T §, A
HERTE A GIER 81 S BT E |

sft wumafy : gam 9E 2, you have to seek only clarifications; no

explanation, but clarifications on the statement. It is not a debate where you
take point-wise and speak.

3} o Frea™ : U1 Ugell IR el g3 € | R Ty gen A-AY -
FIAEE |

M Fuafd : U 2 A B |

Y Aot e : gt Sft, g9 63 weiey @ I8 faed oea § b o
AT B RREIR B # 14 a8 § 14 &7 o1, fegdt S ave 9 10 &7 Fad wo
DI IRFIR & H & | B WS Bl bt " Riee s Hiorie” & 9M IR U8l IR ARTYR
H B IR garl | "RIeest Hiorie " & Hiferd ®I, 30D = JHICR $I 10 &A1 a@
FiI WP AT AT ? IFB AR SRRI IR IS i 81 Srell T3 27 A4 q=Al A
HTATR B I Tgell IR FREIR fhar a1 3R g8 o . 41378, 7 vifdse hs & &4t
H I AREIR a1 | PRiRiCT d& ¥h9 & &9 d 396! IREIR T8l fHar T |
I SRR A FAT U] &, T SFYHCH 8, 19 T SHIN IIRT 8] AT, 79 AP &4 59
HICTel & qTah] AT Bl Te| FHS Fhel © |

HRIGY, AMART § H3ll HEIGy &1 &I BT BT 918l g (b 819 ¢S Hul
H S IR SR ©, * 98 PR © | a1 781 98 ®8i © 2 SHB! i T8 gol S BT |
§ T 91 TE1 § [ SHB! 91 781 gel off R8T 2 | AR BIS-9 AR TIOaRI P 98 §ars]
T | 579 TP AT S FRBAR TET BRI 4 Teb IATID] HICTel DI TS H ST Dbl HIDT T8l
e, ama S el urdd | HAl S @1 e e BRa gY & arg b
.(TTT)...

ot QU : &I ST 7 BIRTT, FIRfhper FiffT |

oY Sorg e : guTafa Sft, *doprel IR et =nfee | * e wia g s
S99 HICTel B U GAIR € | § 4301 7815 B 8 ¢S Hul & Ge¥ # &AET i SIHHRI
ST AT .. ().

it TR : MURT BN TE I 7, AMudT Rt FAifthde A R,
T [T ST ... (AGLTH)...

Y RAIeg whTer Riget (STR IR ) : 73 721G & U TSR 2 |
Y TRy : 31T9 Tt gy | AP UT SRR 8 A1 el 8 2

*Expunged as ordered by the Chair.
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it wora freaw : Iy S, § IRfhee S S @1 E |
7 FHTART 2 AT FARTB e T2 <31, 319 Farel 4foy |

3 do T : SR B ¥ gom © % g9 9l Tl fan Sem
.(TTT)...

St QUTIfY : I8 T 91 B, NPT ST AT SMRETE |
ot o AUy : YUY ST, ST YR 79 8, ST IS ' § |

MR. CHAIRMAN: It is not a general debate. You have to seek
clarifications, not give suggestions.

Y Wiora fermos : Tafer Sft, # w30 Hele 9 il IR #iv R8T € 98 98
2 5 B g€ HU & aR H 37 U R MR € ? 8 g€ Ul & i | 9 U
SRRAeR At woig aTd, B diae RieaiRE & .3.a0. gl v & | 39 AgS
RIS, FTTS qhoT BH Bl 1997 H PR DI aoT8 H IR $O Teld gioiae Bl
ToTE 3 A1 1 99 B &1 o1 if a1 7 I Afth Bl g} U Yo B B R
& St 2 1 3o AR 9 ol Ll ff gees ® | B9 IR-GR MA@ IR |
sifrfed ot 1 S AR Sve it .81 2, S du & HIegH | 18R A1 T8
T AT B | T BN HERT GfoRk el $R qehall, I8 BHAH ANYR & BIC-BIC
BT IR THFTY & B ol & | D! B F folg 3! yaRigeH =12y 1 2%
THH BT FHSI dTel ST W) 1318, & AR & I gaTel 34 HRA1 TS |

TR : 3T FOI & RE 8, MY IR b= gfoy |

ot Sora Uy gy S R mifdse ts &1 S U9 S §, e
cled fSUIRTe IR | BRIS & I IR AT, SHH 1992 AT 1994 F ...(FGHH)...

MR. CHAIRMAN: You, have spoken for 22 minutes...(Interruptions)...

off o ey IR, 22 A e A AigeR A fore U 2 |
oft Qumufy : 921, IS ST T8 B

MR. CHAIRMAN: Now, you should wind up...(Interruptions)...You
have to only seek clarifications, because Calling Attention Motion is not a
debate.

S} 99 == T[T 2 TR Sff, §9-59 T &1 ergd 9l &l et afey Fiife
AR e AR T |
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MR. CHAIRMAN: Moreover, each Member should take five minutes
for seeking clarifications so that the Minister can also respond to those
clarifications.

i} <o FReTW : Ul Sff, g9 O SR © {6 wifase e § ST 89T
T 2, TN T T 37 U1 o1 SHUANT I STANT TR Aifde A1 S Arfdhe A B @ B
3R 9gd IS YATT WR B RET © | b 3qD! AT I Bls B 8l 85 &, 5qPb aR 4
BIg BRI Te1 el & | H 73] 7eiey | =1 9g T {6 Hifdse s & Ui
BT Pel-Pel gUC gall © 2 HAl Sl 3P HUR Y BsC YR PR MY, TP IR H
FA b MifIST B &1 U1 HBi-Pel & ? S 6 A H T 92,94 FRIS w0 g4
Y & Siafd 3T cled fSUlfore &1 IR |l $RIs &I AT AR IFPT T==¥ JiIed cled
T2 2 1 RO T SrerT-arerT wRemelt & U9 g9 S 39 R B1-gTeR W e | R
TRE A Y.I1.375. THH AT I/ I 1 =it U1.U%. HT Whd 8l Gl & | H30] q8/ed
BT TH W S AT IS | fAST e & gReHT af St gifered) € a8 fw & Sfewres
DR TS, I Y X1 A FHSHT TS 9 Hal ST Hlfdse bs, Sl 374l T o 8T
o7 o5 TP B, IW FATIT ST Fhll B | Fefdl-Teldl H G a1 bl AT, .. FAR{hperT
B & TR Sft {6 geas PI-offRfeg § & aR # # Sl 3787 &< & A1 B8 8T g ISP
RS, IAHT S9¥T R 391 & 5 ..(awm)... 6 e g9 dem AR, g8 ar-
STIRfET a1 & HUR AR 2, VAT 9 &, H IpIIa] 2T B U D141 ATqD! < & 5
I I P STRY STl et BT €eT 81 8T 8 | Jrs b BI-BIC BI-3fuRfed dad arel 5d
WM Pl §19-Ie ] oRg w4 AhTerd & Il SUH 3Tk a9-UE8 8R & SiTeil e fay
S B | 399 9 Bl B el A8y, 39! § #21 #eled | 7R R 8T g | 574 db
9 Ml DI B T8l 811 9 T s HI-ATIR(ET db DI FaRIT T8I ST Fhel1 © |
gIATE |

SHRI NILOTPAL BASU (West Bengal): Sir, at the outset, | am
somewhat disappointed by the statement because it does not really capture
the complexity and the wide ramifications of the scam. There is no doubt that
there is a scam. That has been admitted in the statement itself. But we had
seen this approach of the Government earlier in the share market scam also.
In paragraph 4 on page 2, the opening line is, "There has been no failure on
the part of the regulators, as alleged". | would like to ask the Tion. Finance
Minister, through you, Sir, whether it was not a fact that Mr. Sanjay Aggarwal,
the CEO of M/s Home Trade Ltd., of which there was a mention in the
statement, was the CEO of M/s Lloyds Brokerage in 1997. Was it not a fact
that on 16" January, 1997, there was a major fluctuation and oscillation in the
share prices, and the SEBI had found that M/s Lloyds Brokerage was guitty of
rigging share prices? It was under inquiry. While
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the inquiry was going on, was it not a fact that a Mauritius-based company
called EDTV purchased M/s Lloyds Brokerage, and, that too, for a pittance, at
Rs. 1.50 per share. Then, was it not a fact that while the inquiry was on, M/s
Lloyds Brokerage was allowed to be renamed as M/s Euro-Asian Securities,
and subsequently, a change in the management of M/s Lloyds Brokerage, now
rechristened as M/s Euro-Asian Securities, was allowed? We know that while
an inquiry is going on, the regulator should freeze the activities of that
company, including the name it carries and the management it has. Now, this
is my first question: how can we give a clean chit to the regulator? Then, the
second question is this. Now, it is a fact that when, in the earlier share market
scam the involvement of the Madhavpura Cooperative Bank came to light, and
there were grave violations and criminal acts committed by the Madhavpura
Mercantile Cooperative Bank, the RBI came out with a guideline that, as a
matter of safety-net, all cooperative banks should invest at least 25% in
Government securities. | want to know whether it is a fact that the cooperative
banks, at that point of time, were proficient in dealing in Government
securities, which is a specialised business. | want to know whether the RBI
had put in place certain transparent and technologically upgraded systems,
whereby any foul-play could be restricted. | want to ask the hon. Finance
Minister whether it is not a fact that the NABARD has to look after all these
rural cooperative banks. The SIDBI has to supervise the State Financial
Corporations. The National Housing Bank has to monitor and regulate the
housing finance companies. The total number of State cooperative banks in
the country is 29. There are 367 district central cooperative banks, 804
agricultural societies and 196 regional rural banks. Thus, the NABARD has the
wherewithal to properly supervise and regulate all these banks. My third
question is, when the Cooperative Banks were allowed to invest to the tune of
25 per cent of their investment in guilts, with the kind of inexperience which the
District and Cooperative Banks were having, they had to fall back on certain
brokers, in many cases, which were, as per the RBI guidelines, not listed in
BSE or NSE. Therefore, what we see now is that, this company, Home Trade,
went for purchase of G-secs of a shorter time-period, seven-eight months
maturity, where there is an irregular kind of delivery system in vogue, at
present, for this kind of securities; without taking the physical deliveries, they
are giving only photocopies of the securities. The guilts they are purchasing,
they are again reselling it to different banks, this is how about 20 Cooperative
Banks got involved in the scam. This was possible only because the kind of
regulatory oversight and
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the kind of system that is there is completely inadequate to deal with the
situation.

Sir, my fourth question is, there has been a very strong demand from
market players and sections of the Government; there are murmurs and
whispers that the Provident Fund money should be allowed to be invested in
the share market in order to provide liquidity to the market. What is the
situation here? A retired IRS officer who was.the Chief Executive of Seimens
Provident Fund; Rs. 94 crores have gone, and almost openly he was doing this
through Sanjay Agarwal. His wife was having two investment companies, and
that money has gone there. The total amount of money involved, including the
cases of cooperatives which have come to light so far, is about a thousand
crore. Where has the money gone? The statement of the Minister has not
thrown any light on this. The Minister has to explain it because this thing has
been going on for the last one month. It is very clear; it is also connected with
the market situation because, instead of investing the money, which they were
getting from the Cooperative Banks or the Provident Fund, in debt
instruments, these moneys were being invested in equity instruments; and
when the share market crashed, they could not recover that money. Therefore,
all the money that they took in lieu of securities, which they never delivered,
was channelled elsewhere. Where has the money gone? The Minister's
statement does not say anything on where the money has gone. Who is to find
it out? The Government is the executing agency. | am not interested which
party and which person is involved in it. But, after the Harshad Mehta Scam,
when we were discussing the share market scam two years back here, in this
House, and for the last more than a year, in the JPC, we were under the
impression that Government securities, as an instrument of scam, were not
there. We have been told by the RBI that the situation has been corrected.
Where are the regulators? Now, you see huge, fraudulent, play of Government
securities in this entire scam. Therefore, Sir, it is a very, very serious and sad
situation in the country. What | understand is, some Urban Cooperative Banks
were already involved in the earlier share market scam. The Joint
Parliamentary Committee is going into that. So, the whole matter should be
referred to the JPC, by expanding its terms of reference. It should be brought
under the purview of the Joint Parliamentary Committee. Will the hon. Finance
Minister agree to it?

| think, the financial sector of the country is in the doldrums. We are
going in for new instruments. But we have not, put in place proper
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regulators, a proper system, a proper technology, a transparent system, and it
is anybody's business to loot the money of the small depositors. What is the
security for the money of the small depositors in this country, who deposit their
savings in the Provident Fund, earned through their blood and sweat? It is the
workers' money. It is the small people's money. Can it be just allowed to be
looted and plundered by these unscrupulous operators, with the regulatory
supervision remaining absent? On the top of it, the Finance Minister gives
them a certificate that there is no failure on the part of the regulators, as
alleged, nothing could be more unfortunate for this country and for this nation.

Thank you.

SHRI NARENDRA MOHAN (Uttar Pradesh): Mr. Chairman, Sir, many
points have been raised. Issues have been raised and clarifications have been
sought. | will not repeat them. But it is very difficult for me to share the
perception that there has been no failure on the part of the regulators as
alleged. Very difficult. Reasons for this are simple. Is it not a fact that
cooperative banks, for the last couple of years are colluding with high-profile
brokers in Mumbai? They are not following the guidelines and the rules of
governance framed by the RBI. | would like to read from the Annual Report,
2000-01, of the RBI. It is on page 13. It says, "The existing supervisory system
for urban cooperative banks allow for regulatory arbiters and potential for
contagion effects. Furthermore, the existence of overlapping jurisdiction
between the Central Government, the State Government and the RBI hinders
the speed of response of unforeseen development." Mark the words,
'unforeseen development.' These are unforeseen developments.

| would, through you, like to know from the Minister, for how many
years more these unforeseen developments will continue? | know, the
Government of India can do very little. Mr. Chairman, Sir, the reason is
cooperatives is more a State-subject, and this overlapping jurisdiction is
creating a lot of confusion.

Sir, the Reserve Bank of India, in the same Report, under heading,
"Monetory and credit policy statement." The RBI has mooted a proposal to
stop all this. "The RBI has mooted a proposal for setting up of a new apex
supervisory body, which can take over the entire inspection, supervisory
function, in relation to the scheduled and the non-scheduled urban cooperative
banks. The apex body could be under the control of a separate high-level
supervisory board consisting of representatives of the Central

226



[16 May, 2002] RAJYA SABHA

Government, the State Government, the Reserve Bank of India, as well as
experts." Will the Minister accept that such a body is needed? And, if such a
body is needed, why is the Government of India feeling hesitant to follow the
advice of the RBI in this matter? This is my second query.

Mr. Chairman, Sir, the issue is so important that the poor
administration and the poor governance of regulations of these banks has
become a continuous process, more or less. We know about the Harshad
Mehta case and the Madhavpura Cooperative Bank case. And there was
another case in Hyderabad. The Madhepura Co-operative Bank financed a
bull. The money of a co-operative bank in Hyderabad was diverted to the real
estate and the whole bank collapsed. A co-operative bank in Rajkot gave
carte-blanche to a broker to trade in Government bonds and other bonds
which, ultimately, flopped. All these things are happening. Sir, with your
permission, | quote from the editorial of the Business Standard, which says,
"Historically, most of the co-operative capital in the country has come from the
Government. When the co-operatives run short of capital, the Governments
give them loans and these are never recovered." Is it a fact? Has any enquiry
been made? Whether it is Government's money or labourers' money or
farmers' money. The money in the co-operative banks is causing a great
anxiety to the investors.

MR. CHAIRMAN: Please finish it, so that other Members can also
participate in the discussion.

SHRI NARENDRA MOHAN: Sir, you have been very kind to give
other Members twenty-five minutes each and fifteen minutes each. So, at
least, give me seven or eight minutes.

MR. CHAIRMAN: You have taken eight minutes.

SHRI NARENDRA MOHAN: No, Sir. | have taken only four minutes. |
have been observing the clock. So, if you give me some more time, | shall be
obliged to you.

The second query | wish to know from the hon. Minister is whether
the Government is willing to handover this matter to the CBI for inquiry? If
'not', what are the reasons for it? Sir, further, | wish to kn*w from the hon.
Minister whether the Joint Parliamentary Committee, which is already probing
into the Securities Scam, can also do this job more efficiently. If it is so, what
is the difficulty in handing over this matter to the Joint Parliamentary
Committee probing the Securities Scam?  All these matters
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need our total attention. The fact remains, the preventive measures, which
have been taken up till now by the regulatory authorities, have not yielded any
results. When the preventive measures are not yielding any results, what new
policy, what new initiative the Government of India have in mind or the
Reserve Bank of India has in mind? Unless new initiatives are taken, the
money, which Is with our co-operative banks will not be safe. It is my
submission. | request the hon. Minister to please enlighten this House how
long this will continue? This is a very important subject, because money
belonging to millions and millions of people is involved; and scams after scams
are taking place in the country. | am not blaming any political party -- either this
party or that party. It is happening more in Maharashtra. It is correct. Why is it
happening more in Maharashtra? This point has to be probed. Why are the co
operative banks in Maharashtra facing problems? Why are Mumbai share
brokers colluding with the co operative banks? More or less, the issue is more
related to the Government of Maharashtra. | think, my friend, Mr. Praful Patel,
should not take offence to it. But the issue is, these scams are taking place
mostly in the territory of Maharashtra. And, mostly politicians have engineered
them. | will not blame any political party. Why only politicians? Because they
are in the co operative banks. It is they, who should to be restrained. It is they,
who should be told, 'please follow the law." Sir, | met the Governor of the
Reserve Bank of India on this very issue. The RBI is very clear that unless the
multiplicity of governance, unless the multiplicity of regulation is checked, it is
very difficult for them to really devise a method which can stop such scams.
Thank you.

MR. CHAIRMAN: Mr. Gavai. Each Member should restrict himself to
five minutes. There are about eight or ten Members to speak. Then, we have
the Legislative Business. At 4 o'clock we have a Short Duration Discussion on
the drinking water problem. So, unless we limit ourselves, we will not be able
to complete our business today.

SHRI R.S. GAVAI (Maharashtra): Okay, Sir. | will take just four
minutes. | would like to point out the tendency on the part of the cooperative
movement, the political character of the social workers --maybe, political
workers -- and the manner in which they behave. | know about the structure of
all these banks because | belong to Maharashtra. | do not level any allegations
against any political party. The composition of these banks -- as incorporated
in the statement made by the hon. Finance Minister - show that workers of
many political parties participate in them. My pertinent point is this: With due
respect, | differ with the statement of
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the hon. Finance Minister. Whatever guidelines that have been given by the
Reserve Bank of India are not being followed strictly. Whatever has happened
in Maharashtra or Mumbai or in any other part of the country is a matter of
grave concern. Unfortunately, Harshad Mehta belonged to Mumbai. But the
tendency does not belong to Mumbai. The UTI scandal had spread throughout
the country. It had no limits. It crossed the borders of Maharashtra..
(Interruptions)...

SHRI NARENDRA MOHAN: Sir, | said that most of these cooperative
banks are in Maharashtra.

# R.QAIES. : T A1 ofl, § B SIpI-TTH! T8 bRl g | H Al i died
R8T §, G3Ih! |4 HI €, alfd H fhr WY a8 &l dler § | 31 H&1 U8 & &b g8 <l
T, SHUR B IS | HUR ISR e A1y |

IR BT , HERTSE H HlATRfCT Jade Hell-Pell 3R WX fofg I8 <9
gfdem 2 fob AeRTs 4 €1 U8 WhA 81 X1 8 | I8 Sl PRARICT H ThH g7l &, Uedl
ST B3 § | A e et R, IR |red, U € 6 39 % § 9 g} €, 98
BRAR B, BITIBR &, AR & AR g1+ AU AT & U4 gaf feuifre fvy g | What
is the fate of these poor investors who are largely farmers, poor working
people? What are the remedial measures?

9 d1 U9 R Fel Y, FOIR dRIS AR T8 I8 T fhar § 9 ofd | S, ge
ST, SfepT T 3191 U1 S 3T 2T, STahT a1 BINTT ? |HTIRT HeIed, S fb
e o fovam T 2,390 © o SS9 aT St ol 3% © |1 3 uget gam i Rerd @
I SISAT B! ST M SASH 8, T8 S BRI I GT1aeb 81 A2y |

JATIRT FRIGd, H QX1 IeeHe Uel 2 | 399 4% H Sl TRIg BIRasR, fH sk
ASTGRI & Sl FSUITSTE 2, ST IT! UAT $B AT 4 a0 B & (oY 31T RIT H1A
1P FEBRI JaHc ga-1 7 81 2 7 AT & aR J TN AN P, BRABRI BT AR
AT, IS TR H 371 &7-HIE S 77 § THRI 9G TE1 8 |

ST PR 9 B gU, S9! uifdrfedar aiet &1 sareddic aarax
3P difdfedd SIS 7 9arkT Y § g Hel aredl g (& 31 BI-BIc TR
PIRIPRI AR ASIGRI AT & ST HRIST WAV SRE Y ¥, H 3MUDH! dR% F I 37U
PRAT G [ 31T IT] T8 1o P |

$61 va W] P A1 H U] WO FHI HRAT E | 9IS |

MR. CHAIRMAN: Hon. Members, it is 1 o' clock now. Do you want to
skip the lunch and continue with this discussion?
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1.00 p.m.
SOME HON. MEMBERS: Yes, Sir, we can skip the lunch.

it Ires T (fQER): AvTafy wEle Y, BRIRfCT S&i &1 9 ¥h4 B, I8 318
BICI-AICT 3 el ¥ | I8 HERTE AT el A7 T[oRTd & el ga e &7 Hare 781 2 |
IR T HIHAT IS 31 Dhlel 81 1T, A1 334 bl IRE BT 9aTd 7181 81 Ahe1 2 |

AR, X % 7 2,084 BIRATRRET § 7 MR 7P U 71,701 BRIS HIY &
feTTfoTed & 3R S8 45,856 RIS WUT & USdi¥ & VW ¥ | $96T NPA14 TRRIT 9 odx
22 IRHC T@ & | 519 NPA @t TR 1 1Tl 2, 99 Ul oTalT © o 3 Reparaer 781 2 |
STH SATETR U1 U1 € I g9 gl 8, fe1 Big Repls 81 8 | 579 FCIaT 78 31 &
a1 8 |9 749 81 9 © [ a1 © @ 76 § | /3 weiey ded © fh g aresd §
ST A ST 8 AR AT dhed 8 fh go g 2 |

HEIGY, I8 Sl BRATRICT Tl BT 39g & , T U Aol qHe $I 8 &
PlATRIET T TR fhe) BT el 71 & 1 7 RBI 378 Beld o & v IR g iR T &
e pRiRfees Reifafafed o & fou TR g 1 e ¥ a1 Rfigae oga = i
PRIRRE S §6 &, SH¢! 98] Baml 2 fh 5 uisal & Th Teil | Uil Th & 3R S9é Ui
9fr ® 1319 2RIT fh H BIE-BIS s7ReY Bl 2U-3 (6T SI1AT B | Yb-31 URRIT TR
ST SR R a1 ST 2 3R Bi-BIT s7dved & g f9a it &l Hu1g I a1 9 511
PHRAT < ST ® | 3BT ol g% IT 91 Il 8, 98 J8! 8IdT & Sl 90 TR¥C SRR BT § |
T 100 YUY H ¥ 90 TV §R] HRAT 2 | T81 ST 9T i gxe ol BT & AT 91 3Mh
SRACR BT & | I8 33 TS Wl 3 IR 71 © fd 59 33 31wt oft AifRawedt 7
TETTATE |

G , § U RUIE Pl IBR PR &1 SNl S <I53 H 11 30/, 2001 Pl
ol off | 59 T ot Ry T & f51= § 8Ted & | I arsa g anfes ot w3l g
G AP | ARG, 39 AN P 262 dIb §b B, 17 D1 P A3A HiIe fbU U iR 37!
HHH NPA 4,534 BRIS BUU 8 | 37 BlRiTRed o # g-awed &1 Sit 31 81471 7, S9a!
T AN ETh T § o e Srar & a1 fbR e & o fe=m <irar & 4 fbr R TR i)
T R § o faan Sar 2 ar ik uiadist § o fom <11 ® 1 8RR Ade St
T I B A1 ST UHe S Bichl W&l © | 7 o1 A1de 3§ $8 SR-1 81 747, 39
& g8 R U1 g9 I € | 5 o Reififferdt 72 & | 39 R #1el | RBI & i
PR 2, ST e PRINRRIET S & AfeRT 7, Sl gx 8, I8 99 o e ¥ 1 iR
D! felwTd & U8 & 81 81 Hadl 2 |

H 3 Aegd J A T A1 St A g gee BT @red g 6 i s
PIBIRICT YaHC BT FB TS S b 81 H THY 340 RIRCTH DI [ST1T B Bt
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goTTSId &1 TG 2 319 $99h foy o Ut e 918y forad b o varsefaferet g
SN 3R R I THISCAfIe] & 1 $© 8IT1 2, Al SADb S H Sl Al JagH &,

S TS BRIAE] Bl Y |

AR, 39 IR H Udh HAcl g1 off i mueR™ Hadt iR S=H
pleifurfed T Rieed 3§ Reid & forg RBI &1 $o Radsea <t oft |

ot ez St vSiaasdt Yeal, el offe aia ArgafaeT aiferd,
R-TEwrgirT e 4 wIfer®, 577 99 ISl & Ade H I=M 379 $B He@qul Aol
XU e | 4 A ot w31 Heley | I8 ST 916d] § 6 31 39 aR 4 $© [6a1 1T 8
? 1 Ot #3 AE e DI Ul Th1F SETSYH IR Fdhd © [orad [ I8 Sl fe-Tdle 8,
3% fo1q fahefl Y yeprScfaferdt v < Sy 3iR el A ¥ W & fer o Heb ?
g qb YaorIer] UiRMHT [l 1 81 &1 SR, 79 O I8 9] ke 3R BRIST arT
94 TR *24 | g=aTg |

2 TPpe g : FUIRT FEIY, BAR Y B 1 & 3R PIRTIRRET §b b
g H e TR 7% BT 9701 g31T & | § 4573 =0 S &7 59 91 & g oI g
JBIT 31T 9 PN AT P SN | F& BT LT 5 N H AR (AT 2 |

QU FEIEd, 3 UHE W Sl 7 % Jids I8l iR 9N fh awr ¥
BITIRRTT i # e FOIR PRI HUY T g § | HBRTS; 3iR &g 399 U4 &, ..
2, BUICH &, ORI &, S8l TR HRIRICT &5 9gd & dIdHdar &5 a9 gH1 2 | AR
W s W Al ggel R fUie v & IR & |iaar € O 98 dlemRfed a3 d
[Edl © | 98 914 921 © {6 dlermfed &5 § fa=or &9 8 @t gois 4 feafee
SR B, I9 fSufhed o g8 9 Surel e &1 S 2, ofiet feulfsie 81 i g,
fENfTex &) S e Bl 8, IHH FrdielTaT SITeT BIdT 8 3R 39 9978 | 9 &5 &1
9gd STeT I 8o © | &ifd ot Jwg H, HeRTg H iR o i H ORI #,
FemRfed §o! § gU gicrd & IR # S 7= 81 & 7, I8 =i R 78Rty a%
Ao 721 & | 59 B9 80 BRI WUAT ORI P AT DI dep! T 1 $aTed 2 |
P AT WA BT 100 PRI HUIT UTGIST S H1 8, 98 W 30 wifival 2 1 § g ard
BT AT g 1 I Freud St 3 g8t R el 6 g8 et J8t 9@ € 9 T8 8,
ffegd wu A 336 Pel MR eV 3RIed gy 81 MR I8 HISTdl 500 BRIS WU HT,
IR FRIE WU TF W 81 [l B | H3i) ARG 7 19 19 # I8 W $8 I el 8,
TS BT FIUGRTT FaTl, GE & SR & U AR.G.3AE. FT SHUaRIT gan
3R S 91 YT 14 AT 3ATS | SHG I W TS 7 317 IR AV.37E 7 Ao
$T HeH ION ¢ | <fh b a1 IR HAT HElGd ATID] STRe” & <1 81 1 TS
DIRIMINCT HaeR & HUR, fRITIHR F DRI I, wifs &9 . 9.9, A N <@ @
& 13 HIAYRT BT QIS ol 3R ) PIoTURIET o BT g1 | 89 AN b IR $9P R 4
BIs Fe! VIR el § | 31T AR.F1.3ATS. Bl ARG A Wl a1 BR UK, Fiib I Ba
gfhaBwRe
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TIHC BT Folae 8 | WE e Bl Feolde 8H & A d81 W R4 gar | Frizom
BIF1 91T, 98 81 Te] UTdl & | I8 HERTE HI & d1d 81 &, 8% e 4 39 A8 i e
s 2 | Y3 TR © 6 o8 A1 qd AR.FLAE B TRE A Plerfed @ AR
PIATINCT HFR B elc B P (ol F& G214 3MTTh HATAI DI {1 8 | 94 I8
off germa faar a2 5 S g et TR T daes &l <@ o 8, I 8 U TR
DI UT fohue R HIRTRICT Adex Bl 1 39S IR H AT fHaT ST | S 11 &
P PR BTST 8 STHRHC BRI DI 4l JAIAT TS AT 31T FBT W AT H giaeHe
HRY | RTd 6 I Plemurfed dfdhg daes amad Fa=vr & SRR § JRI1 ST 6 | 4T
TR P HIcTel SHR A 37T STRAT 3R &9 SR # Rt I8f W g o 38 |

B 91d 9el & & TS PlATRICT & 3 3YS U $B 88 qb el 8
Rl RIALT T & — 37T IR PIRATRICT 96 YR HRAT 81T & Al I8 e TaHE b
PR ¥ T8I &, I8 IR.A1.3MMs. F ANBR ¥ 8 | 5F JR.F.ATS. WRHLT <l &, T4
PRI o Y fha1 ST 2 | 519 39 R <d § 1 S9H $8 holed ol gae
PR BT IATIHAT & | Rifb G3T ST SIAHRI & 3T AR IR BlfTarfed §a:1 & dIs
Tga UIhAfeTSH BIAT T8l 8, 3 AR TR dldbd odd W Sl YaelRe 81 8, de
Tiferfe R 81, =18 |ierel o) 8, o8+ &1, geX 81,59 TPR & AN Hlefuriey
% & HHIeR 99 B | IS ARI-I1 AP WG 4, G THBRI § [ T 99
TS, A PIHA S ode BT TR PIg MSH BT & Al I S 6§ &b TH.SLP IR TR
T AT 2 1 379 3719 [ife & {7 d1 H 89IRI $-1s wudl &1 IR 81 arel &1, a8t
W U ISR 19 HoR I8 §Y MEH! Bl 3R AT TH.E. BT IS <d 8 Al STBT
FHRIRETS @t 9ga SueT TSR Tl R Fiifds I8 Vs drerad A4 8 1 3 gafy
e Searss &1 g, e ¥t 31 3R 318 RiadiREST & IR 3 9gd SaTer a1 o
T IR ATelSl & ATl o1 Wl STFBRI TE1 & | $feTY 3 Sue] I8 fFdes o1 arad
g P PliRfeg d& & FARTT SRINGER @1 4R Bl 8 ,IT ST9Re HoR &l RS Bl
2, 9Uh IR § ST fEEoie HSIe STel, IR 39 YHR b Tl BT 3R &H AT o1
a1 3T 31T aTet =1 3 I8 W+ & JHEIUT 98t TG SR TR & STerdl 4R U 3R
BIS U T T | TAFAY HWIT 9 IR | 379 AT | ALY, HERTE & IH1 & IR §
BT IR HY BT, 3T I 50 AeeT H TST FelkI b o7 & foIg |rafy 78iey
JATIPT BT <1 =AY | FeIfy I8 v 4 eaw § dfdhd AR SR FY IRIY Jgf )
G TR & | 3 I8 91 T AT A8 § b HaRIIREIST &1 T 811 & a1 oI €1 59
I P BRI HERTE THE BT & T, A G981 TR U.3MM%.3MR. Al g3 3R
TWh.3715.3TR. TIoT HR & d1& g8 IR Rl Grilel palR T Sl W1 Ffch 39 sdicd U, I
W G PRIAET BT TN, ITh dI [SSlled PR H 31 | IHPh A1 A Tgi R STh]
INTE BN BT B g1 TR |
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Y Wi fETH : 981 IR a9 991 d 2, T AP A1H § ? BRI T
PRIRET 96 & TARFT* I, IAP I8 * I IR * 7 ART "I fHar | M9 &
VTRM AT AL § ?...(FGHH).....

3 TPH UTH : HERTS T DIBIRICT I BT SHH ...(qLM). .

it AoTg T : TP Gl BaR S BIC ATGH! & RIATh YR oIy MY
FAT AT PRATATEA 6 ? ...(TFET)..

SHRI PRAFUL PATEL: Where is the issue of Maharashtra State Cooperative
Bank. J8i AERTS RT BRINRICT % $1 S & T8 2 | ..(cTaum)...

Y dora T : 5 HUR VT ST | ...(Fae ). .
Y U e : MY B Tierd S MR B GAd S | ..(TFLTH)...
Y dora T : 319 576 Raertd VR T | ...(aaem)...

o} IpE g : GHIIRT HEISY, 3R §6 UBR P! Tl S1....(HGLM)... T8 TR
39 3R B &I PR | ..(HGIH)...

MR. CHAIRMAN: The names of those persons who are not present
here should not be taken

SHRI PRAFUL PATEL: This should be expunged.

st ot fForeTw : [amfa Sft, I8 B8e9 @ s fear st ' 1§ garn
18 IBT AT fh TERTE e BRITMRET §b & Trg TIxiT & IR R Sa-7 9s1 "erdl
B3N ¢ | S Afth & RIcATh $IS FIIATEI 781 §8 © | ...(JALM)...

SHRI PRAFUL PATEL: No; no, it is not like that. ...(Interruptions)...

MR. CHAIRMAN: The names of the persons who are not present
here should not be mentioned. ...(Interruptions)... Those names should not
come on record.

*Expunged as ordered by the Chair.
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it woid feTH : * I .(FaYTH)...

SHRI PRAFUL PATEL.: Sir, it should be off the record.
MR. CHAIRMAN: Yes;

SHRI PRAFUL PATEL: It should be expunged.

MR. CHAIRMAN: [ shall look into it.

i Ip§ UCH : 3R 39 YBR &I 1 I8 U= 81 8] & | 89 S 91e ¢ [ I8
ST HICTell 3T 2, SHG! TERIs H ST 3MawWd ¢ | I AERT Yo &I a1d 3 ¢ |
HERTS: Gfeld o Sl ifids B =1 o1, 98 fha 2, d1.aims. 1. & &M a1 8 1 3R
Aot feus Sff 31413118, BT 39 39 &1 91 R & AR 3MMYDT ATaTID AaT § @ 31
39¢ IR H BET | 3T fhdl B Mede B T aaT &1 91d 781 © | ...(TaemH)...

sft <oTg AU : 59 I 3MUd! e A 3ud fory duR &, B,
A1 415715, BT SRR TE 81 Wb | (FaT). ..

SHRI PRAFUL PATEL : Let the request come from the Finance
Minister that there is an issue which needs to be probed further, and this
mattei should be handed over to the CB>. | am sure, the Maharashtra
Government can consider these things. We also, as Members of Parliament,
belonging to Maharashtra, would like to go into the details and the depth of it.

And, we will also recommend to our Government, we will also prevail upon our
n, ,es

Government that "y®*- the matter should be handed over to the CBI.<ifd STt
TP 39 THR B 1d Bl 8 R 3 YHR & RIT IR MY S 7, 1 TR 4
SIS WG B §Y F8T R ARIY WY 71 32 & df § w1 aredn § & a7
ST HERTST BISTIRIET Fob WRART ST Ut & DT F =T ZalT 7, I 80 BRI
AT ORI F D1 BT gTdTed ol B | ORI H IrgaTe] B a1l & oI 181 8, a8t
FRHI ST 9Tt ) §8 2, T8t W% MU §Held IS §U R | ... ([au) ...

#} =5 Hied : GHIIRT SFY, 3MYS gRT I8 Wee fcer fam 1 o & < @
&l Hige e 8, S AW T8l fg S | .(FaH)... A9 IE FaRAT < gb 8 |
..(TTHT)...

Y UpE g : S8I STRIY AT &, H1 SRIY 71 o & | 5 a1 R fsths
DR b oIy @1 g3 § | 397 fohdl & HUR Pl 3RIY & T | I8i 0

*Expunged as ordered by the Chair.
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g8 * 1 forar™, = for, they are not present here. How are they supposed
to defend themselves. They are the persons belonging to our party and we
being a representative of the party...{Interruptions)...

off R Aigd : 9 99 @ TRIOS BT RU B | (). T AT O TRIOS 8
TR | ... (GEH). .

A TPE g : VIS A R HIAd & 2 STl HERTS HIuRied §b § AR
YR ST 91 &b T9db B | ....(ad ). ..

st 3o U : SHB1 SR¥E fhaT ST =Ry, 39 &) Wi 38 ® 7 fhe
Bl & ST HERTST BIsTRIEd b & FaRAT ®I RREIR T8 fhar S =Ry ?

Iao! RREIR a1 S =nfey are 9 fondt ff aifafe e urct @1 1 afe wrgardt
BT UICT o 131 BT FAT 2T ST =12, FART g1 Rt a1 2 1...(Haem)...

MR. CHAIRMAN: Please, let him continue.

3 UpE UCd : WERTE H AR UIE] &I §HAd 811 & d1a Wl Frildl HaR Bl
T8I IR IR [T AT 2 13 3YRIY, Y AR AT ..(EH)....

3t s HAled : I8 I g 2, HElSd, AU TP YaqUS PRISY
l....(EET)...

MR. CHAIRMAN: Only Mr. Praful Patel will speak. Nobody else will
speak. Mr. Patel, you kindly wind up now.

oY == |IET : GUTIRT S, T YR ST UTE] 6T 919 of 78 8 ...(Ta ). .

2 TP ged : AR, H BT R DI SR T&1 77T & | o7 e off b
31Ed 8, 39 UBR A d 22 e o o € | STH-g5iaR sensalisation &R B 31
e 8 |

off Ul : 319 MURT 22 e TR a9 & |

off woi fARUH : 399 sensalisation ® &1 919 § 2 U S, WX U
STHRRM 8 A1 I Fe 4 I & fory # qR) ave 4 WA g | H AU TRy gad H
RG] ATEAT § | U8 W A& € 9T §9 ORE Bl aTd el b1 ST =1feq | 3R ot it
3B of), 78 N e 1 918 X1 AT | ...(haL ). ..

2 IPe UCd : W, 3R d WA & <l 84 W WA 8, 89 B yield HA &
forg € 2 1..(araum)...

*Expunged as ordered by the Chair
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3} TR &.SIGY (ABRTY) : Tpeet Sil, AT WRIA & | 319 7 A1.41.3775.
STFATIRY BT AT BN, TH AT {7l B & | 37T HRT DI |

3} TP UCH : MY Al Tl AP BT FART 8, 3T Al BIs- HFRER Bl
AT |

#} THARI &. SIGY : AT ALILATS. STFRRT DI AR PIVAY, J&T AR
IEREIEE

3 UpE U : BT HM DI 8 | R, A S Wl 3 b Il © |
SHI Al Bgd A ReY @1 gamT =1y f6 39 UeR & gl B Id 1Y |
..(TTET)...

3} TR F. SN : S AT NI PE BTG |

AN TP U : AR, B A G b ! A HIg vHRM e drer €,
FrRITRd faw UIEiel ST 1 ST U 93+ dTel 7, S9! 3TW ©, SHfoiy 3 ST 1T a1
T2 B iR Forg Freum it & fofg vas uest e 4t oY fRyaTe arel 2, S+t Wt g =
$B BN |

MR.CHAIRMAN: Please, wind up now.

N Ip@ uTd : W, § 3 TR Fi7T &1 § | g8l I8 P 59 IdR &
HffIRET & & FfepT HieTel S TR-IR EAR A o W2 8, ST 154 & forg Rerd
§% I1 WTGeleR Bl 3R I gHN a1 #31 ST 8 concrete ASR AR AT & B
PR TR ? TR FARMBHLT @) amawgadr Fft, 39 g7 I8 © fF 59
HIeTel B TERTE # S & forg R wraer @t off sTaffeie & ford Iet 9, fat #amer
B IR A I FafR T § a1 weT TaeHed 8, 6 forg ot g fRder S ey s
? g fAffad 2 & ereifmfc & # S gere R wou 3 gy oI fafye wroat # g,
15 IR A QR AT DI Sl AT 3R A1aTT 8, SHD A1 H U1 HTETI3H Bl S g |
TS |

SHRI K. RAHMAN KHAN (Karnataka): Sir, this is a very serious
matter. We should not confine it to some political parties or to those who are
running the cooperative banks or those who are not running the cooperative
banks. More than one lakh crore of rupees of the depositors is involved in the
cooperative banking sector. So, we have to take into consideration the
seriousness of the issue. The question here is why it was first Harshad Mehta;
later on Ketan Parekh and now it is Sanjay Agarwal? Why has this scam
started? It was in October 2001, when the Reserve Bank of India in order to
control the cooperative banks directed all the urban cooperative banks, and
the cooperative banks, to invest 25 per cent of their SLR in Government
securities, which was not earlier mandatory. At
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that point of time, it was admitted and several representations were also made
that the cooperative banks did not have the expertise to invest in Government
securities because the cooperative banks were located in the district centres.
Except a few banks in Maharashtra and Gujarat and some parts of Karnataka,
all banks are located in urban centres. So, they were asked to invest by
March, 2002. They should complete it by that date. Earlier, they were
investing, almost 15 per cent of the total SLR. That amounts to about Rs. 1500
crores. An immediate market was created for unscrupulous brokers to find an
opportunity. All of a sudden, Rs. 1500 crores' investment in securities had to
be found out by the urban banks because they had to invest the amount within
that period. They had to find out where to buy from. They did not have the
expertise. They would have to approach some brokers which was a problem. |
would like to know why, before asking the urban cooperative banks to invest,
the Reserve Bank should not have found out whether there is expertise with
the cooperative banks and how they should invest in these Government
securities. That is No.1.

[THE VICE-CHAIRMAN, (SHRI RAMA SHANKER KAUSHIK) in the Chair]

Secondly, here, there is a failure on the part of the SEBI also in
respect of the registration of Home Trade. Despite objections, despite the
involvement of one of the directors in the Lloyds Finance, the SEBI has given
licence to Home Trade. This has to be probed. All of a sudden, we see so
much of advertisement by Home Trade. They were doing several trades. They
were using the film stars, they were using the cricket stars. So many
advertisements came. Nobody knew what this Home Trade was doing. There
were full-page advertisements in papers. There was nothing except 'HM'.
Investments of crores and crores of rupees have been made by Home Trade.
The SEBI has not taken note of such an organisation. When they were
entering the stock market, when they were applying for SEBI membership,
why was not the SEBI careful? Why did they give broker's licence? Every
time, it is the brokers who do it.

My third point is this. Why should the urban banks be allowed to
invest in shares? | would suggest, it is not the job of the urban banks to
advance on shares. The cooperative sector has to serve the small man. The
monies are from investors. | would like to know the background of this five per
cent. Why should the urban banks invest five per cent of the total advances in
the share market? Where is the need for urban banks to invest in share
markets? They are located outside. They do not have the
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expertise. As most of our colleagues have said, the people who form the urban
banks are not experts. It is a cooperative movement. The board is never
formed of experts. They may even be -illiterates. The membership is open to
all. Anybody can contest for directorship. There is no qualification prescribed
for cooperative society membership. It is a democratic institution. The directors
have to be elected from the shareholders. In that system, definitely, they will
not be having the expertise. The board will not have the expertise. They will
come from various sectors. So, it is very difficult for us to expect of the Board
of Management to have expertise to deal with either the securities or the stock
market. It is the duty of the regulator to see that the deficiencies in the system,
whatever they are, are removed. The system has contributed a lot to the
economic development of the country. The banks have mobilised a sum of
Rs.1 lakh. If you take the central, the urban and the district cooperative banks
together, they have mobilised, rightly or wrongly, a saving of more than Rs.
1,50,000 crores! And it is not that all this amount has gone into scams. It has
gone into productivity. The cooperative sector has contributed a lot to the
economic development. What is needed today is a proper regulatory system,
and also ...(Time-bell)... Sir, | want five minutes more. Despite all its defects,
the cooperative banking system has to be there. The only thing is, we have to
regulate it. | would like to know from the hon. Finance Minister, what was the
role of SEBI in giving a licence to M/s. Home Trade Ltd.; whether.some urban
banks, functioning outside Maharashtra, are also involved in the securities
scam; how many regional rural banks, particularly, in the North-Eastern region,
have invested in securities; whether any regional rural banks are also involved
in the securities scam; and whether the cooperative banks have also invested
in PSU bonds. Most of the public sector undertakings have issued bonds at a
very high rate of interest. Some PSUs had issued bonds @ 16 per cent, 18 per
cent, 20 per cent, and the PSUs are now in trouble. Government guarantees
are given, but. still, they are not able to meet their obligations. | want to know
how many crores worth of PSU bonds are involved.

I now refer to the Madhavrao Committee Report. There is a dual
control system. It is said that the licence is given by the Reserve Bank of India;
inspection is done by the Reserve Bank of India. The Banking Companies
(Regulation) Act is administered by the Reserve Bank of India. Only a society
is registered under the Registrar of Cooperative Societies. If it is a company,
then, it is registered under the Registrar of Companies. Why should there be
dual control? Dual control is causing a lot of trouble.
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Even if the Reserve Bank of India finds certain mistakes, it is not in a position
to take immediate action. It will have to write to the State Registrar, and the
State Registrar cannot take immediate action. Again, he will conduct an audit.
The State Audit Department and the Cooperative Department do not have any
expertise to conduct audit of investment transactions of the cooperative
banks. So, there will be a delay. That delay will cause a lot of embarrassment.
If the Reserve Bank of India, like any other State Bank, issues a licence to a
bank, whether it is in cooperative sector or in the private sector, it should be in
a position to take immediate action, if such aberrations and such scams take
place. If it is a private sector bank, the Reserve Bank takes immediate action.
Why is the Government delaying its decision"? The Reserve Bank of India has
been consistently demanding that this dual control should go. The Madhavrao
Committee Report is four years old. Four years back, it made the
recommendation. But nothing has been done so far. The entry norms should
be made more stringent. A person can form a cooperative bank with just Rs.5
crores! The entry norm has to be changed, keeping in view the experience we
have had. Anybody can float an urban cooperative bank. If you want to start a
bank in the private sector, you should have a Rs.200 crore capital. Here, it is
only Rs.5 crores. So, the entry norms should be made very stringent. | would
like to know from the hon. Minister whether this dual control will be' done
away with. The Reserve Bank of India is the only authority which is going to
control the urban cooperative banks. | would like to know the number of
cooperative banks in other States, which are inovled in this; whether it is
Gujarat or any other State. The point is that many of the scams originated in
Maharashtra because the Bombay Stock Exchange is there, and you are
allowing the cooperatives to engage in share dealings. This problem is not in
other States. But its effect will be there on the entire cooperative sector. |
would like to submit that cooperative banks all over the country are under
suspicion today. If the suspicion about the cooperative banks remains, no
banks will be able to survive. Therefore, the Government must take a serious
note of it; and take stringent and immediate action to reform the cooperative
banking sector. Thank you.

SHRI V.V. RAGHAVAN (Kerala): Mr. Vice-Chairman, Sir, when we
discussed the UTI and other connected scams in this House, my friend, Mr.
Sanjay Nirupam, burnt his fingers for stating or exposing the truth. He was put
in a very embarrassing position involving his personality. There is a popular
proverb in Malayalam, which says, "The fence itself eats the crop".
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If the fence itself eats the crop, where is the protection? That is the case, that
is the position, with all the scams. In all these scams, if we scrutinise them
truthfully, we will find that the controlling agencies are also involved, including
the RBI or the representatives of the RBI. Without their connivance, these
scams cannot occur. This great country has become a country of scams, in
the public eye. There are continuous scams. When we discussed the UTI
scam, the hon. Finance Minister had promised us that some stringent action
would be taken. Every deposit-mobilising institution, banking or non-banking,
is controlled by some rules and regulations which originate from the Ministry of
Finance. So, how can these scams go unchecked? It is not done by the
Registrar of Cooperative Societies or NABARD. The brokers, the stock-
exchange brokers, are also involved. The JPC is going into the UTI and other
scams. | request that this scam should also be referred to the JPC. A CBI
probe is all right. But the JPC should also inquire into this scam because it has
been going on all these years. The Joint Parliamentary Committee should go
into this scam also, and, through the evidence before it, the truth will come out
as to who, at the top, are involved in this scam. If we truthfully look into all
these scams, we will find that very big people are involved. That is why they
are dragged on. Unfortunately, in India, when very big people are involved, the
cases are dragged on. As a result, at the end, they escape from conviction.
You see the record of convictions in this country. There are only a few cases.
The Finance Ministry, especially the Finance Minister cannot escape the
responsibility for these scams. There are rules and regulations to control these
deposit mobilising banking or non-banking institutions. You had promised us in
your Budget speech and while replying to the debate on the securities scam
that you would control it. People are suffering. The fence is eating the crop.
Millions of poor people who have trusted this Government, who have trusted
us have deposited their money in these institutions. They are now suffering. |
would request the Finance Minister to take some stringent actions in order to
save the poor depositors.

SHRI C. RAMACHANDRAIAH (Andhra Pradesh): Sir, a lot of
discussion has taken place on this issue. | wonder whether any financial year
has gone without any scam taking place in this country. It has become a
characteristic feature of the Indian economy. Ultimately, it is eroding the
credibility of the economy which has a tremendous impact on investments.
Umpteen times we have advised the Government to change the economic
philosophy of the country. A socialistic economy, a mixed economy has now
been thrown open to the market forces. Itis a very
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precarious period for the Indian economy where the Government has to act
very vigilantly and regulators have to be strengthened at every stage so that
the economy could not be exploited by the dacoits in this country. The entire
blame can be apportioned for the rot in the cooperative movement to a vicious
cycle. Excessive Government control, politically-intentioned supersession of
duly elected boards, arbitrary changes in Government nominees and frequent
transfers of key executives have had a crippling impact on the cooperative
institutions. | do not want to go into the details of names and other things
because | do not want to score any political point. Sir, one year back, | wrote a
letter to the Prime Minister. | wrote this letter to the Prime Minister on 31%
March, 2001. In my letter to the Prime Minister | said, "Stockbrokers,
unscrupulous traders and businesspersons are exploiting these banks owing
to RBI's slackness. The RBI has not learnt any lessons from the Harshad
Mehta scam, which resulted in the liquidation of the Bank of Karad (BOK) and
the Metropolitan Cooperative Bank (MCB). | request you to act before it is too
Jate. All your predecessors acted on any issue only when the show was over
like in the case of Harshad Mehta scam. That approach leads us nowhere
because it amounts to locking the stable after the horses bolted out."

In this letter, | requested the Prime Minister to consider and
implement the recommendations that have been made by the Madhavrao
Committee to strengthen the cooperative system in this country; to restrict the
unscrupulous elements from entering the cooperative movement and the
necessary precautions that have to be taken to achieve this objective. What is
happening is this cooperative movement has been used as a lever of political
power. It has become a milching cow for the politicians.

Irrespective of whichever be the political party, | tell you, there are no
sacred cows. Whoever gets an opportunity, they are trying to milch it. They
bring the institutions under their control, without being accountable to
anybody. That is the funniest aspect. Their nominees will be elected, and they
will continue to rule the Board. One peculiar feature in this cooperative
movement is that the persons who want to borrow money, have to become
members, and these persons themselves elect their representatives. So, the
borrowers themselves will become the rulers of this institution. Sir, earlier, it
was that the banks served the economy of this country in a very noble
manner. Now, because of lack of proper control, it has gone into the hands of
unscrupulous elements like brokers. It is a new concept which has come in
this system. There is no professionalism in
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these co-operative institutions, and these are being plagued by politics. The
politicians themselves have become perpetual rulers of these institutions. So,
once a person joins a co-operative bank and becomes, say, a director, he can
restrict the new entrants. This is the greatest anomaly that we have. Sir, to get
a share in a co-operative bank, the existing management has to decide the
allotment of shares. So, there is no possibility for new persons to get into the
shareholders' list without the. consent of the members of the existing Board. If |
want to have a perpetual control, | will not allow others to enter as members.
This is the greatest anomaly. Sir, | don't want to go into the details as to what
went wrong with the system, right from Iviadhavpura where Rs.997 crores
have been lost and never returned. The Finance Minister said that the
regulators have not failed. So, who has failed? Somebody should be made
accountable; the buck has to stop somewhere. Every day, it is becoming a
ritual that we discuss some scam or he other in Parliament, and the
Government responds saying that the regulators are not responsible for all that
has happened. Ultimately, the Government is accountable to the nation. As
Shri Nilotpal Basu asked, you have to tell us who is accountable to these small
shareholders, these small investors, in this country. In the case of non-banking
financial institutions, there is no proper regulation. | am sorry to say that these
institutions are living like a woman with more than one husband. And, neither
of the husbands is looking after the wife and she is becoming a aestitute. That
is the fete °* the institutions in this country. So, | would like to know from the
hon. Minister, what steps the Government is contemplating to depoliticise
these institutions, to induct some professionalism, and to remove this multi-
institutional control. Some institutions are being controlled by NABARD; some
of them are being supervised by the RBI, and some institutions are supervised
by both the RBI and the State Government. And, when the RBI directs the
State Government to initiate action, the Government does not take action for
political reasons. This is the sorry state of affairs that is prevailing in this
country. It is high time we inducted professionalism into such institutions. And,
let there not be recurrence of such cases so that the country can command
respect among the comity of nations. Thank you.

SHRI C. P. THIRUNAVUKKARASU (Pondicherry): Sir. | have read
the statement of the hon. Finance Minister. In para 4, on page 2, it is stated,
"These transactions were manifestly fraudulent transactions and do not reflect
in any way on adequacy of regulatory guidelines. Further scrutiny revealed
absence of any investment policy as per RBI guidelines, non
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existence of concurrent audit/internal inspection system, lack of trained staff
and complete failure of the management, especially the board of directors, in
controlling, guiding and monitoring the affairs of the bank and failure to comply
with the RBI guidelines". These are the reasons that have been given in the
statement. My submission is that these misappropriations are not of recent
origin. This has been happening for a long time. Every time, the same kind of
reasons have been attributed. Whenever there have been misappropriations in
this section, it has always been alleged that there has been non-existence of
concurrent audit, internal inspections, and so on, and that there has been a
complete failure on the part of the management. Now, we have been facing
this situation for the past fifty years. Knowing fully well that this problem has
been there, what has been the Government doing all these years to curb such
activities? Neither the Government, nor the RBI -- nor the SEBI now -- has
been able to plug the loopholes, We all remember that in scams relating to
Harshad Mehta, Ketan Parekh and the Madhopura Cooperative Bank, which
involved misappropriation of more than a thousand crore of rupees, the same
reasons had been advanced. Still, these misappropriations are continuing. |
will request the hon' Minister to do something immediately to eliminate such
things. My next point is this. There are these four brokers, namely, M/s Home
Trade Ltd., Giltedge Management Services Ltd., Mumbai, Indramani Merchant
Ltd., Kolkata, Syndicate Management Services Ltd., Ahmedabad. It is a known
fact that as far as M/s Home Trade Ltd. was concerned, it staged
performance; they had called Sachin Tendulkar, Hritik Roshan and Shah Rukh
Khan, and had a great show. But it was the duty of the SEBI to ascertain who
that person was, who was coming up so fast in the trade. This had not been
taken into consideration by the main regulator. As far as the other three
brokers are concerned, we do not know who they are, from where they have
come and what their conduct is. It has not been looked into by the SEBI. Since
these things had not been gone into, these brokers have been able to indulge
in these misappropriations. Sir, as far as the Nagpur Cooperative Bank was
concerned, it was directly under the control of the Reserve Bank of India. The
Reserve Bank of India has direct control over the Nagpur Cooperative Bank.
In spite of this direct control, they have not been able to detect it. Above all,
one of the important things that | want to stress here is this. Who is financing
these brokers? Some banking institutions must have financed these brokers
and enabled them to indulge in these misappropriations. | would like to know
who these banks are who have been financing ihese brokers. Now, we
already have the recommendations
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of several committees on how to plug all these loopholes, and how to remove
all these obstacles. | would submit that there should be bifurcation between
financial management and cooperative management. The State Governments
should be vested with the power pertaining to cooperative managemett only.
Financial management should be taken over by the Reserve Bank. Otherwise,
it will be very difficult. The RBI should be vested with the powers to give
directions, and if any direction is violated, it should have the power to remove
the directors or to supercede the Board. The auditors should also be appointed
with the consent of the RBI. If they are appointed by the cooperatives, there
will never be any possibility of detection of such misappropriations. Therefore, |
request the hon. Minister to immediately come out with a solution so that the
cooperatives function in a better and proper manner.
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THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Sir, | am
grateful to Shri Sanjay Nirupamiji, who has brought this matter to the notice of
the Government and to the notice of this House. | am also grateful to all the
Members who have participated in this discussion, making some very
important and valuable suggestions and raised very relevant and valid points.

Sir, cooperation as a subject is in the State List of the Constitution of
India. Banking as a subject is in the Union List. Here lies the dichotomy of
Constitutional arrangements, as far as cooperative banks are concerned. As
far as powers in regard to incorporation, registration, management,
amalgamation, reconstruction or liquidation are concerned, they are exercised
by the Registrar of Cooperative Societies of the State Government concerned,
under the Cooperative Societies Act. As far as the banking is
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concerned, that is regulated by the RBI under the Banking Regulation. Hon.
Members were quite right in saying that it is this duality of control which has
created many problems for the cooperative sector, especially as far as the
cooperative sector has involved in banking, whether urban cooperative banks
or district cooperative banks or State cooperative banks.

| am very grateful to the hon. Member, Shri Rahman, for categorically
stating in this House that the cooperative movement has played a very
important role in the development of the economy of this country, especially
the rural economy, and the urban economy in smaller towns and cities. This is
a contribution which has to be recognised and, therefore, when we discuss
issues involved in this particular case, or any cooperatives, generally, we have
to keep in mind the fact that cooperatives have played very important role, that
they should be allowed to play the important role and that nothing should be
done which will throw the baby out of the bath tub.

This was the sentiment, which was expressed in the other House
yesterday, in some other connection. | would like to express in this House that
we should definitely apply our mind to the shortcomings in the whole system,
but with a view to strengthening the movement rather than weakening it.

| think that should be the basic approach. Now, having said tnat,
there is a point, which has been raised here, as to how the Government has
responded to the issues in the co-operative movement. | would like to iake the
House, through you, Sir, into confidence and would like to point out that we
were concerned with the weaknesses in the co-operative structure and It was
with that end in view, in April, 1999, | appointed a Committee, under the
Chairmanship of the Deputy Governor of the RBI, to look at the whole co-
operative credit structure. That report was submitted in July, 2000. We had
called a meeting of the State Co-operative Ministers in December, 2000, to
discuss the recommendations of the Expert Group, because there were many
recommendations, where we could not move forward, except with the very
willing and active co-operation from the State Governments. Then, a
conference of the Chief Ministers was also called on in August, 2001, because
all the issues could not be resolved. That meeting was attended even by the
hon. Prime Minister. We discussed the approach to the issues. Then, in that
meeting itself, | set up a Committee at the political level,
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Chaired by my colleague, Mr. Vikhe Patil, who himself is a very eminent co-
operator and consisting of the Co-operative Ministers of selected States, they
should sit down and find answers to the problems that we are facing in this.
That Committee has submitted its report. The report is being implemented in
parts. This year, | have made a provision of Rs. 100 crores. It is a token
provision, in order to enable the co-operative banks to shore up their capital
adequacy norms. The total amount, of course, is much large -- over Rs. 7,000
crores. We are in touch with the State Governments. We have agreed with the
State Governments that we will jointly work on this and make sure that the
banks' capital bases are adequately enforced so that they can continue to play
the role that they are required to play. | am giving this information to the House
in order to make the point that we are aware not only of the importance, but
also the problems in the co-operative sector. And we are trying our best, in
collaboration and in consultation with the State Governments, to sort out the
problems. Here, Sir, what has happened in this case? Because | was myself
surprised as to what happened? Why has this fraud or scam -- or whatever
name we want to give it - occurred? | went into this in some detail. When | said
that there is no regulatory failure, | should not be misunderstood. Because
there are two or three aspects of this. One is that after the Scam of 1992, the
Reserve Bank of India had issued very detailed guidelines about trading in
Government Securities, about bankers' receipts, and about all these aspects
relating to capital markets. | went through those instructions myself and | found
that there were as detailed instructions as can really be on any subject. This is
one part. So, when | say that there is no weakness in the instructions, this is
what | meant, that the instructions are very detailed.

The second one is, it is the regulator which discovered this scam. It
found out, towards the end of 2001, that large transactions were taking place
in Government Securities. Then they decided to go into this in greater detail.
So, both the RBI for urban co-operative banks and the NABARD for the district
co-operative banks went into this. They started looking into the books of
accounts of the various banks. This is how the fraud in the Nagpur Co-
operative Bank came to light. This is how the fraud in other co-operative banks
has come to light and the RBI, in collaboration with the State Governments, is
now taking preventive action. It is taking action to bring the guilty to book and
ensure that they do not go scot-free. These inspections were carried out in
February, March and a part of April. We have been in touch with the
Government of Maharashtra. As | pointed
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out, Sir, some action has already been initiated. When | was talking about the
detailed instructions, what are the detailed instructions? The detailed
instructions are that, no bank, which wants to deal in the Government
securities, will employ brokers. The Nagpur Cooperative Bank was not
supposed to deal with a broker at all. The arrangement is that the District
Cooperative Bank, which has a constituent SGL account with the Maharashtra
State Cooperative Bank, will approach the Maharashtra State Cooperative
Bank. Suppose they have some surplus funds, why would they like to invest in
Government security? In order to meet the statutory liquidity ratio
requirements, which Rahman sahab was referring to. The other thing is, if
they have surplus funds, the Government securities are very safe to invest in.
So, they would like to make investment in Government securities. Many
scheduled banks, public sector banks, are making investments in Government
securities. So, they would like to make these investments to meet the SLR
requirements and to invest the surplus funds. The instructions are that, each
one of them must have a constituent SGL account. Then, they will approach
the Maharashtra State Cooperative Bank which has the main SGL account.
Suppose the Nagpur Cooperative Bank had wanted to invest Rs. 25 crores,
30 crores, 100 crores, or whatever amount, in the Government securities, they
should have approached the Maharashtra State Cooperative Bank. The
Maharashtra State Cooperative Bank would, then, have asked a broker,
because they would have some brokers on their list. They would have asked a
broker. The broker's responsibility is to bring the parties together. That's all.
So, they would match the demand and supply. That is the end of their role.
So, this money would then get transferred to the institution which is holding
the securities, and the securities which they had transferred in the name of the
bank that wants to buy. This is how the transaction takes place. Now, in this
particular case, the Nagpur Cooperative Bank or the other cooperative banks
were not supposed to deal directly with a broker. | will come to the point that
Mr. Nilotpal Basu had raised. The Home Trade has got a licence as a broker
in equity. It did not even have a licence to deal in Government security. So,
when the Home Trade approached these banks that they should deal with the
Home Trade, two kinds of irregularities or violations were being done. One,
they should not have, at all, dealt with the Home Trade. Second, the Home
Trade did not even have a licence to deal in Government securities. So, if. is
like somebody who has a licence to drive a car, and he starts driving a truck;
and somebody - who should not be dealing with that person -- putting
whatever he had in the truck, and the
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truck then commits an accident. So, this is what has happened. This is the
kind of violation that has taken place. The third violation that has taken place
is that, the Home Trade people or the other brokers did not deliver the
securities. As was pointed out here, only the photocopies were given.
Whoever was dealing with it, should have insisted. "We have given you
money. Now, you give us the security." They did not give the security. But
there was complicity. As a result, moneys were repeatedly made available to
these brokers. That is why | say that it is a pure case of fraud. You are buying
something from a person who is not authorised to sell. You are making
advance to that person. That person is not delivering it to you. You keep on
making advance. You keep on giving the money, in violation of all the
instructions. This is under investigation; therefore, | will not venture on opinion.
It is likely that this money was diverted to the stock market, that it did not give
the return; and, therefore, the whole thing blew up. Now, what is the system of
inspection? The system of inspection is.. (Interruptions)...

SHRI NILOTPAL BASU: Please explain about provident fund also.
That is a very serious issue.

SHRI YASHWANT SINHA: Sir, as far as the issue of provident fund
is concerned, my colleague, Munilalji, is sitting here. It falls within the ambit of
the Ministry of Labour. They deal with this subject. And, | am sure, if a
demand is raised, a statement should be made on the provident fund scam
then that concerned Ministry or the concerned Minister will make a statement.
But the modus operandi is the same, that in the Provident Fund also, large
sums of money were made available for investment in Government Securities;
Government Securities were never delivered, and the money just went down
the drain. This is what has happened.

£>ir, as tar as the inspection is concerned, the Reserve Bank of
India has very strict rules about it. It is only the well-managed Urban
Cooperative Banks which are inspected once in three years by the RBI.
Otherwise, the inspection is done once in two years for the weak cooperative
banks and for the schedule cooperative banks, it is once a year and as far as
the State Cooperative Banks and the District Cooperative Banks are
concerned, the NABARD inspects them, once in two years. As has been
pointed out here, Sir, there are very large number of these banks, and,
therefore, it is not possible for either the NABARD, or, the RBI, to keep on
inspecting them every six months or every year. So, this is the pattern which
has been evolved.
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Sir, a point was made by Nilotpalbabu about the background of this
gentleman called, Sanjay Agarwal of Home Trade. The information which |
have received was that he was the GEO of Lloyds Brokerage. Lloyds
Brokerage was under investigation by the SEBI in 1997; there was some
violation noticed by Lloyds Brokerage. After which, he was given a warning by
the SEBI. Why he was given a warning only, why no further stringent action
was taken is another issue.

SHRI NILOTPAL BASU: Sir, my information is this. While this inquiry
was going on, on the basis of which, finally, he was given the warning. The
EDTV bought it out for a pittance and it was allowed to be renamed and it was
allowed to change its management. All this happened under the nose of the
SEBI.

I was making this point for the limited purpose of contesting the first
line of the fourth paragraph of your statement which says, you are giving a
clean chit to the regulators. Factually, it is not correct; and SEBI has not
abdicated its responsibility. And, subsequently, you see they tried for the VAC
listing; they did not succeed. Then they tried for the NAC listing, where very
serious questions about their funding and promoter composition etc. were
brought up, but, still, it was not put under scanner. If it was cracked by the
regulator, | think, definitely, some of the illegalities and criminalities in which
they have indulged, subsequently, could have been stopped.. (Interruptions)...

2} woig e : § U TR <l § .. (FauT). .
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this inquiry by the SEBI. In this particulai case, SEBI is not directly involved,
because SEBI is not the regulator of the debt market, in that sense, it registers
brokers both for debt as well as for equity. Now, Sanjay Agarwal and Home
Trade was not registered for debt market, as | pointed out. He was registered
for the equity market; dealing in the equity market. And the point | was making
was that in 1997 some violation was noticed, SEBI issued him a warning, but
the warning, according to my information, which has been supplied to me,
warning did not debar him from continuing to deal in equity. So, Shri
Nilotpalbabu is right in saying that what happened was that Lloyds Brokerage
changed its name; it became Euro-Asian Securities, which subsequently
became Home Trade. This is the
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transformation which has taken place. But, the point | was making was, | don't
have the details of what was the delinquency of Shri Sanjay Agarwal in 1997,
why he was only given a warning and not debarred at that point of time.
...(Interruptions)...

SHRI NILOTPAL BASU: Sir, within a day...(Interruptions)... It came
down by 150 points.

SHRI YASHWANT SINHA : The fact remains that there was no bar
on Sanjay Aggarwal for operating in the equity market, but he did not have the
licence to operate in the debt market at all. Home Trade did not have the
licence, and their operation, therefore, in Government security markets is
nothing but pure fraud. It is misrepresentation, and it has succeeded only
because there has been a complicity in these banks which are involved in this
fraud. Sir, that was the point that | was making. Now, the questions are raised
what is the action that we propose to take. Is this a systemic failure? | will very
humbly tell the House from my side that my inquiries do not reveal that there is
a systemic failure. The systems are properly in place, but as | was trying to
explain that if somebody is determined to violate the system, and he is able to
create a complicity across the board, and, then, takes some other banks for
the ride, then, it is a pure case of fraud and violation of the rules and
regulations which exist, and the law should be allowed to take its course. Sir,
the other point which | would like to make is what is the size. Sanjay Nirupamiji
was saying, may be a thousand crores. Rahman Khan was saying that
deposits of the cooperative banks --all kinds of deposits of all the banks -- are
over Rs. 150,000 crores. My information is that they are in the neighbourhood
of Rs. 80,000 crores. Gujarat banks and the other- banks which are involved
will show that the size of this fraud is limited. The investigations are still on, at
the end of it we will know how many of them are involved and what is the total
amount, but the unsettled amount is the amount which | have mentioned in the
statement which | read before this House. The size of this fraud is small, and
there is no need, therefore, to raise a doubt on the viability of all the
cooperative banks in the country. We are all aware of the fact that no bank,
howsoever strong it is, will be able to tolerate or survive a run on it. Therefore,
| would suggest very humbly that there is no reason to doubt the viability of
most of the cooperative banks despite the fact that Madhavpura case has
happened, Krushi Cooperative Bank case has happened, that classic
cooperative bank in Lucknow took place. There have been some frauds taking
place in cooperative banks, but, by and large, | will still say
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that the cooperative banking movement is safe, it is secure, and the money of
the small investors, which is the concern of the entire House, which is also the
Government's concern, is safe. Small investors' money is safe because the
erosion in the value of the deposits is very minimum, just two per cent or five
per cent. Only in the case of Nagpur Bank, it is a little over 16 per cent. We
have the Deposit Credit Insurance Guarantee Fund where, in case, really a
failure takes place, then, the interests of small depositors whose deposits are
up to one lakh, will be taken care of. We did it in the case of Madhavpura
Bank, and from the Insurance Guarantee Corporation, we disbursed
something like over Rs. 400 crores to the small depositors. So, the small
investors should not be dissuaded from putting his money in the cooperative
sector, because there will be no other bank. If some of these cooperative
sector banks are abolished, | also raised this point when | was talking to my
officers | said, "suppose we cancel the licence of all these, then, what will
happen? They told me, "many of the areas in this country will remain unserved
by any bank." It is the cooperative banks which are providing that service. So,
that is the point which | would like to make. The point is what is the action we
want to take in order to bring the guilty to book. Maharashtra Government has
on the suggestion of RBI, when this matter was brought to their notice, have
taken a number of steps. The issue of coordination among the various
agencies which are investigating this matter has been raised. Sir, my
information is that the Government of Maharashtra has set up a Task Force
with representatives of the CID of the Government of Maharashtra, CBI,
Enforcement Directorate, Registrar of Cooperative Societies, Home
Department of the Government of Maharashtra. These constitute the Task
Force. Now, the issue which has been raised by Sanjay Nirupamji and by
some other colleagues in this House is whether we should not hand over the
entire investigation to CBI. | have taken up the matter, in a general way, with
the Government of Maharashtra. | have written a letter to the Chief Minister. |
have pointed out the kind of violations that we have noticed, and | have said,
"We expect that the Government of Maharashtra would take a firm action in
this case." | will take up this issue with the Government of Maharashtra, and,
in consultation with them, if they are agreeable, we have absolutely no
difficulty in handing over all these cases to the CBI.

Sir, the other point, which has been made by a number of hon.
Members in this House, is the issue whether we can refer this case also to the
JPC. This is a matter which | will discuss with my colleague, the Minister of
Parliamentary Affairs. The JPC's term has just been extended
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until the end of the next Session, which is the Monsoon Session. We will
discuss it in Government ahd. on the face of it, | would like to say personally,
on my behalf, that | see no objection in referring this matter to the Joint
Parliamentary Committee, which is already looking at the market scam. But
since it also involves the State Government, | think it will be fair on my part to
consult with my colleagues, and make sure that there are no constitutional
issues which are raised in this matter. So, we will certainly look at this.

Sir, | am not here to defend any failure on the part of any regulator. If
we notice any weakness in the system, we will have no hesitation in taking
steps to ensure that those weaknesses are immediately removed.

Finally, Sir, | would like to finally share just one information with this
House. | have here the information of action taken with regard to only Urban
Cooperative Banks from 31.03.1998 : Licences have been cancelled or
rejected of 62 such banks, between these four years; show cause notices
have been issued to 15 banks; applications for licence rejected of 24 banks;
and specific directions have been issued by the RBI under Section 35 to 45
banks. So, it is not that when we notice weaknesses, action is not taken.
Action is taken; some time very drastic action has been taken. And, therefore,
Sir, as far as the regulator is concerned, -- Mr. Raghavan has raised that point
- | would very, very humbly suggest, Sir, -- | would like to make this point in all
humility -- the RBI is not merely the regulator of the Banks. The RBI is the final
monetary authority of this country. The RBI is a very, very respected institution
of this country, and we should not be very free with our criticism of the
Reserve Bank of India. The Reserve Bank of India has a reputation which is
international. They are counted -- and | can say without fear of contradiction --
as one of the best Central Banks in the world. That is the reputation of the RBI.
So, let us not do something, without adequate reason, which will detract the
reputation which the Reserve Bank of India, Sir, has built.

With these, Sir, | would like to finish my speech.

it Aot freu : STHHTETE HEIed, § U WIHRU AR § | B9 §S Bl Sl
faT forfeeTt fiveft, a8 gt wefe gargast # fielt ofiR a8 weid yavrdst 3 gaa! forfReT
IR Rofae 3 8 | 59 37 I8 1)1 w69 b 3R o, S99 dF 37 ugal e
T TRIdST ° 3HPT U forfee T &) off | fhv Sy €1 Th¥ idvet &R 31T a9 91 § I8
e HRIA B T 1 T T IS V=AY raen 81 Aehell 8 fb
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Ife foredl Tei Alde 3 fordl Ua 91 A1 Siavst BH Bl fofee SR | |41 fovar S at
R fEgw & el TeTd Yot H 6! forfee = firel 2

2} I =< Ao : AR ST, I8 FHIGYY TR FEDBRI bl b Hiergfer
HieTel W Wafdd 8 | 520 7819y 7 had HERIE & 7 Sl &I &1 91 1T 8, STafd S

3feR 980 AR WEPR] 9% & T I "IeTe 8132 & | § #3l H8Ied | SI1 9rg b
fra-forg we d, fear-fodm 9% 2, 5t s wfayfa aera frg gu 2 |

SHRI K. RAHMAN KHAN: Mr. Vice-Chairman, Sir, | would like to
seek two clarifications from the hon. Finance Minister. About the dual control,
he said that there is a constitutionality involved, because cooperative is a
State subject. It is also in the Concurrent List. Sir, what | would like to say,
because this is one thing ...

SuaHTeer (S T HH BIRNG ): 314 MY YA A BT |

Y . IEAM W AT 3 GRS g el Bl WeH B & oIy Ta-He RIT & 7
P Tg gorel dglal ST =12y R Rord §a ar foddt ofik Yperet iRt @t &t
HEId BT MY | 59 IR | HA1 St 1 B S 32 § ? S8 a1, I8 © % feuifre
S/ BRI & Ja R f¥uTere & ur Hifiaw <d 2...(aaem)... afes a8 5t
TP ARG B IHH G TR 8, RIT AL XHH G367 Sl Fhell & ?

SHRI NILOTPAL BASU: Sir. when | spoke of regulatory failure, | was
actually talking about the regulatory inadequacy to really regulate all these. |
think the point has been accepted by the hon. Finance Minister when he said
that NABARD does not have the wherewithal to improve or to reimpose... In
that sense, what is the corrective step that the Government is going to take?

S} ST T : SUWIEET HEId, H3ll A8 IS J U.ULUS. & R H $B T8
BT 8 | AR, SHAINTD SIgRd H U gof 3MTscH BYT § o1 & aR% H H3T Sff &1
S PN Bl aiedl § Gross NPAs as of March 1999 were to the
tune of Rs.2,000 crores

SyaHTEAE(3 T BT BIRID) : 319 39 R fETe # 7 S1gy |

o IE T : Hele Y, § PITiRied 9% & U, d1.qS. $1 a1 R 8T g The
present NPAs have crossed to more than Rs.7,000 crores. @l I8 9T STIE & |
oAl 39 & qR & H2) S g1y J IRy e |

SHRI C. RAMACHANDRAIAH: Sir, it is not our intention to denigrate
the Central Bank of the country. We have high respect for it as
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everybody has, but the only point is, as the hon. Minister has said there is
inadequacy of the RBI to control all these things. | would like to know whether
the Finance Minister will consider having some in house machinery under the
control of the RBI, so that it can monitor the performance of non-banking
institutions.

SHRI PRITHVIRAJ CHAVAN (Maharashtra): Sir, in view of the
comment made by the hon. Finance Minister about the inadequacy of the
machinery under the control of the RBI, | would like to ask him whether he will
consider having a regulator independent of the RBI.

SHRI RAJEEV SHUKLA: Sir, | wanted the hon. Minister to respond
on the idea of creating an exclusive regulatory body instead of a multi-
regulatory body.

SHRI MANOJ BHATTACHARYA (West Bengal): Sir, the hon.
Minister was referring to the weaknesses in absorbing the system. He said
they will be duly corrected. My clarification is whether some weaknesses have
been observed in the system or the financial system itself is very weak. Scams
are taking place perpetually every now and then. Nowadays, in every
Parliament session one scam or another scam is being discussed. Will you
ensure that corrective measures will be taken? It is high time that you adjust
the system to rid of the weaknesses.

SHRI V.V. RAGHAVAN (Kerala): Sir, when | referred to RBI, it was in
my mind that the RBI representatives in various institutions do not perform
their duties.

it TR ATEH: MERUNY SUFHTEIE HEIGH, H AT H3] off B W B0 J
TR} TARE AT §, lfh SR MY AN < A1 G a1 ST A18ll § (b ...(aE ). 3T
RoTd 9% 1 o V4 Gd 130 & 19§ 6 7 F8waisii &1 GH1e 81 9ehdT 8 2 3R Ud
BEICCINSCIERRIERIN

2} TerEd R : SUQHTEdE Heled, 9a¥ Ugdl Al § I8 Pl d1g & Ao
frrouw Sft 9 <1 UTge SerT 6 Ue S1TE R SHG! Rotde & et a1 S9d IR o=y
STE WY Sifele B Fad 9 | 39 IR F A1 $ A1 T9 SO {F R 39 TRE DI Bl
I & AT 9 TRE Bl IS AT I18 ST Ahell &, b ore1 H %g &7 a7 fh 8
oS BT 3T § Sl B BT g o7 MR S RIgRES # e frar | 9w e
1 BT, BIRIS-BIAI BT Seera (BT 3R SAAT HdT =1, W AT &b JJAR, AP
RISt STl B BT Sl ATSAN AT SABT AR B A1 B 1 39 3rermar |t =7 3k Y
TRl B3 U fory 8 J1fth ST 3R Tl TaRTTSl IR 7 31U ... (SE).....
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it woig e : W), 8§ AT T, A L (HauT)...

Suawiegs (3 T YA BIRG) : TELTE | L (A, AT ot
T ST, 319 3119 AT T8 B | ...(FIIM)... T e, e | ...(JALH)...37d 3717 93
|

SHRI PRITHVIRAJ CHAVAN: Listing was not recommended even in
Mumbai. Listing of Home Trade was not recommended. The Danuka
Committee, every Committee, rejected it. But, suddenly, listing was given in
Mumbai. That needs to be investigated.

SHRI YASHWANT SINHA: Sir, the other point which has been raised
by Rahman Saheb is whether in this Insurance Deposit Guarantee
Corporation, an amount beyond Rs.One lakh can be raised. It is a suggestion
for action. | am taking note of it.

Sir, on the issue of whether this kind of violation has been noticed in
other States also, | would like to say that according to my information, there
are eight urban cooperative banks in Gujarat where also this has been noticed.
There is one rural bank in Orissa where we have noticed a similar situation
through the same broker, namely, Home Trade. Obviously, Home Trade was
trying to cast its net as wide as possible. And the investigations are still on.
The Reserve Bank of India has taken up the inspection of a number of urban
cooperative banks. They have asked the State Governments to get the
accounts audited of others. The NABARD is also on the job. We will know the
extent of this very soon..(Interruptions)...

But the most important question, Sir, is whether we are in a position
to have a non-RBI, independent, regulator. This is the point which has been
raised. That is an exclusive regulator separate from RBI. | think Mr.
Ramachandraiah was making the suggestion whether for non-banking finance
companies and for urban cooperative banks, we can have a regulator, a
separate arrangement within the RBI. Now, we already have a separate
arrangement within the RBI as far as the role of the RBI as a regulator is
concerned. On this issue, a separate regulator is not going to solve the
problem. How will you have the separate regulator function differently from the
RBI until the arrangement is changed, until there is just one authority, which
will be responsible for everything as far as cooperative banks are concerned?
And that is something, which is a rather delicate issue. This is something,
which we are in the process of discussing with the State Governments, of
which | have given here the account. So, until that situation is evolved in
consultation with and with the concurrence of the
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State Governments, it will be somewhat difficult to just create another
regulator, which will face the same handicap that the RBI is facing. It will,
certainly. It has been the endeavour of the RBI, and that is the point which |
have made, to ensure that they do their job and ask the NABARD and other
regulators like NHB, SIDBI, etc., to do their job, in turn, as sincerely as
possible. And that is the direction in which we would like to take this policy.
Our discussions with the State Governments are continuing and if we are able
to evolve a consensus, as | said, we will certainly think of it.

PAPERS LAID ON THE TABLE - Contd.

THE MINISTER OF RAILWAYS (SHRI NITISH KUMAR): Sir, | beg to
lay on the Table a copy (in English and Hindi) of the Status Paper on Indian
Railways - Issues and Options.

GOVERNMENT BILLS THE PAYMENT OF WAGES (AMENDMENT) BILL,
2002

THE MINISTER OF STATE IN THE MINISTRY OF LABOUR (SHRI
MUNI LAL): Sir,| beg to move for leave to introduce a Bill further to amend the
Payment of Wages Act, 1936.

TRAATT R gl |

IuquTeet (3N 91 9B BING ) : U1 IT § ...(HaYUH)...

37t St I (UfeaHt Tet) R, TR US S 2...(aem). .

SHRI C. RAMACHANDRAIAH (Andhra Pradesh) : Sir, there is one
important Bill which was passed by the Lok Sabha yesterday; the Cable T.V.
Network (Regulation) Bill. It should be taken up in the House. Tomorrow
happens to be a day for the Private Members Business; we won't have a
chance to discuss this Bill.

SOME HON. MEMBERS: No, no; it can't be taken up. There is no
time for it.

SHRI P.G. NARAYANAN (Tamil Nadu) : Sir, it is not listed in the List
of Business. ...{Interruptions)... The Bill has not been circulated.

SHRI C. RAMACHANDRAIAH: Sir, because of its importance, our
CM. has written a letter to the Prime Minister also.
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